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B. H. Blackwell, 60 61, Broad Street, Oxford. 

Deighton, Bdl Ok Co., Ltd., Cambridge. 

Oliver and Boyd, Tweeddaie Court, BElinbiirgh. 
B. Poasonby, Ltd., 116, Grafton Street, Dublin* 
Ernest Ltoux, 2S, Etie Bonaparte, Paris. 
Martinus Hiiholl, The Hague, Holland. 

Otto I larraasowitz, Leipzig. 

Friodliader and Sohn, Berlin. 


IH INDIA 
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Newman & Co., Ltd., Calcutta. 
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S. K. Lahiri d; Co., Calcutta. 

B. Banerjee & Co., Calcutta. 
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Street, Calcutta, and 226, Nawabpur, Dacca. 

Butterworth & Co. (India), Ltd., Calcutta. 
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Road, Calcutta. 
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The International Buddhist Book Depdt, 4, Chandnuy 
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S* Murthy & Co.,, Madras. ^ 

Madras. 

^ ^ Co., Madras. 

Iyer & Co., Madras. 
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M- Madura. 
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D. B. Taraporevala, Sons & Co., BoSB 
Mis. Eadhabai Atmaram Sagoon, Bombay. 

Sunder Pand\||png, Bombay. 

Gopal Narayan & Ob., Bombay. % 

Ram Chandra Govind & Son, Kalbadevi, Bombay. 
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Kamndas Harandaa A Sons, Suraii 
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Lahore and Allahabad. i 

Rama Krishna A Sons, Lahore. j 

Oxford Book and Stationed Co„ Delhi 
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The Me-^rr. P-bllshing Houaos, L^l., 70, Bparki llfiiell 
Rangoon. * ' 

I Manager, ^ The Hiiwada,* Nagpur* ... ; 

j S. C. Talukto, Proprli^tor, Students A Ca,, 
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A. M, A J. Forgum, Ocylon, f 

Manager, Educational Bwk Depdta, Kagpiur and 
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P, Vsradachary A Co., Madras.* i 

; Ram Day&l Agarwala, IS4, Kaim, Allaliabi4«* I 

UrC. Auanrl A Sons, Pei&awar,* 

Managtr, Kewal Ewhore Free®, l^icka^.* 
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I Times of Ceylon Co*, LM4 


* Agents for the sale, of Legislayve Bepiutment publicatimiioiilf* 
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Designation, etc. 

Date, 

i 

Page, 


Mabbas. 

Aiexaiicler, Mr. W. ; Worke, 
Mr. 3*\ 0. L, 5 Fraser, Sir 
Gordon. 

Boprescafcatives of the Bladras 
Chamber of Commercor 

■ ■ 

3ist Jan, 22 

i 

686 

94 

■ 

Wood, Mr. . . • ^ ; 

Of BIcssrs. Parry & Co., 
Bladras. 

31st Jan. 22 

592 

05 

Chetty, Mr. B. P. 

Godown Street, Bladras 

31st dan. 22 

599 

06 

Boraswami, Mr. C. ; Menon, 
Mr, Gopal. 

Hepresenlatiyes of the 

Southern India Chamber 
of Commerce, 

1 st Feb, 22 

607 

97 

Luker, Mr. ; Kioholson, Bk. 5 
SiBitb, Mr. 

Eepresentatives of the Madras 
Trades A^ociation. 

1 st Feb. 22 

616 

98 

Green, Sir. A. M. 

Collector of Customs, Madras 

1st Feb. 22 

622 

99 

Besaufc, Dr. Anaie^ 

.... 

2nd Feb. 22 

628 

100 

Leecii, BIr. A. J, . 

Of Blessrs. T. A. Taylor & Co., 
Ltd. 

2nd Feb. 22 

640 

101 

Gamdachari, B£r. B. T. K.; 
Sastry, Sir, S. G. 

Eepresentatives of the Mysore 
Chamber of Commerce, 

2nd Feb. 22 

648 

102 

Sa 8 try,B£r.aa 

.... 

2nd Fob. 22 

651 

103 

B^Soiiza, BIr. P. G. • 

Director of Industries and 
Commerce, Mysore. 

2nd Feb. 22 

659 

104 

Kayndu, The Hon’ble Bai 
Bahadur K. Venkata 

Beddi. 

1 

Blinister of Agriculture, Bladras 

3rd Feb. 22 

670 

105 

Beddi, B£r. B. V. Sundara , ! 

' 

Secretary, Bladras Eyotwari 
Landholders’ Association. 

3rd Feb, 22 

682 

106 

Slater, Dr. Gilbert . . i 

; Publicity Officer, Bladras . ! 

3rd Feb. 22 

689 

107 

Chetty, BIr. Nammaiwar . ' 

Of the Bladras Piecegoods 1 
Blerchants’ Association. ' 

3rd Feb. 22 

699 

108 

1 1 

f Sampson, BIr. H. C. . . ■ 

Director of Agriculture, 

^ Bladras. i 

4th Feb. 22 

704 

100 * 

>1 

110 ! 

1 itoddy, BIr. Eamalinga 

1 : 

1 4th Feb, 22 

! 

1 717 

Chetty, Bai Saheb G. Snbbiah 

Bombay. 

1 

j 4th Feb. 22 

i 

i 

722 

Ill 

Bladon, BIr. B. F. 

^ C/o B. D. Tata & Co., Ltd., 

; Fort, Bombay. 

20 th Feb. 22 

726 

112 

Baddeiey, BIr. T. V. , 

y' 

1 C/o Alien Brothers & Co., 

! Ltd., Canada Building, 

, Home Street, Bombay. 

i 

20th Feb. 22 

i 

i 

735 

113 

Sahasrabnidhe, BIr. B. B. , 
/ 

M 

Representative of the Bombay 

1 Agricultural Graduates’ 

1 Association, Poona. 

' 20th Feb. 22 

i 

i , 

741 


' Cnro^le^B, Mr. N. J. . 

1 Representing the principal 
users and suppliers of elec- 
trical apparatusin Bombay. 

: 20th Feb. 22 

1 

1 

1 

754 

115 

Wadia, Kr. daasetji Ardaseer 

■* * * ' 

1 2l8l Feb. 22 

770' 

116 

Beychand, Mr. Gnlabohand • 

.... 

•• '■ 

787 

117 

Bell, BIr, B. • • • 

Director ofj Ladustries, 
Bombay. , 


797 

IIS 

Kan|i,Mr. M 0 tllal ' 

Representative of the Bombay 
Native Piecegoods Mer- 
chants’ Association. 

22nd Feb. 22 

810 

110 

Shah» Mr, Khushal T. , . • 

Professor of Economies, Uni- 
versity of Bombay. 

22tid Feb. 22 

819 


vxDmcik . \ Whitten Statements. 



13680—15842 

13So8— 13947 
14004—14228 
14237—14420 


Pago. 


Pms. 


585 I 13643—13679 


692 

596 

606 


14485— 14613 615 


14635—14737 

14762—14919 

14978—15146 

15179—15257 

15268—15311 

1^5342—16471 

15514f-16769 

16779—15874 

16906—10063 

16115—16123 

16153—16467 

^16494—16554 

16685—16608 

16659—16799 

16827—16919 

16950— 17178 

17193— 17285 

17324-17610 

17683—17830 

17864^18139 

18223—18365 

18405—18558 


620 

626 

635 

646 

650 

653 


680 

687 

696 

700 

713 

721 


722 

73'4 

739 

750 

761 

779 

-791 

808 

815 


13843—13857 

13948—14003 

14229—14236 

14421—14484 

14614^14634 

14738—14761 

14920—14977 

16147—15178 

16268— 16267 
15312—15341 

15472—155X3 

15770—16778 

15875—16905 

16064—16114 

16124r-16152 

16458—16493 

16555— 16684 

i~ 

U 

, 1660^16658 
16800—16820 

16920— 16949 

17179—17192 

17286—17323 

17611—17682 

17831—17863 

18140—18222 

18366—18404 



A Protective' 
Tariff. 


Bffect of 
Protection 
on prices 
and on 
tbe oonsu- 
merjl 


'Effect of 
Protection 
on Pordgn 
Trade. 

Use of 
Tariff for 


=^=a-«sa>- 


be aloti 

8. Can suO 

9. Do you consi^ ^ 
kies? If so, please explain" 

10. Do you look for-ward to Ind 
re<juirements of manufactured goods, or do*^^ 
she is always likely to be dependent on other count, 
of articles for which India will have to depend on other ^ ^ 

11. Would yoUj for the purpose of developing Indian mdustHes,"iit>,. 

on all imported manufactures or only on some? t i 

12. If you favour the protection of some industriec only, uhica wouia .v>u 

it desirable to establish new industries by protection? If so, on wha«>^, .^ 

would you select them? . . i j » 1 1 i. # n *• * 

14. Would you confine protection to industries wiiicli ore lij^ely aitcr a |cnod to bo. able to forei^ 
ipetition without such assistance, or would you contexnpititc the oslabHshmont of industries which would 


comp 


bo likely to require continuous assistance? 

15. Would you grant special protection agaiiiot foreign goods f'jvourod by such measures as aunipmg, 
bounties, subsidies or transport concessions? If so, what means would \oa suggest for ascertaining tba exact 
facts and what measures would you advocate to afford the necessary protection? 

16. What is your attitude towards hand industries and in pavUeuiar towards the cotton hanclloom indus- 
ky? Do you wish them to be maintained or not? 

17. Is there any danger in India of protection leadifig to combination among the protected manufacture 
ers in order to maintain a quasi-monopoly price? If so, v/hat safeguards would you suggest to counteract the 
effect of such a combination? 

18. Do you ’think that, if a protective policy is adopted, it is likely that Tlritish or foreign industrial 
firms will endeavour to establish themselves in India in order to get the benefit of the protective tariff? If 
so, what would be your attitude towards such a movement? 

19. In countries under a protective system it sometimes happens that producers of raw material ask for 
protection, while manufacturers who use the raw material oppose them, wishing to get their raw material as 
cheaply as possible. In the same way a demand of the spinning industry for protection is sometimes oppos- 
ed by the weaving industry whose interest lies In cheap yam, Do ^ou tiiink that conflicts of interest of this 
nature would be likely to arise in India and that if they did arise there would bo any difficulty In adjusting 
them? 

20. When an import duty is imposed, do you consider that ordinarily the whole or any part of it is pass- 
ed sm to the consumer in a rise of price? 

protective duty causes a rise in price, is that rise likely to be permanent or not? 

22. Would you be willing to accept an increase in price to the Indian consumer for the sake of develop* 
fng Indian industries? 

23. In considering the above question would you have regard to the point wheibor the protected article 

was of If so, what articles would you class as necessaries? 

it* that an increase in the tariff rates would tend to increase the cost of living in India do 

you tnmk the increased cost would be covered wholly or in part by a rise in wages or salary for— 

' (c) the mdustrial wage earner, * o 

(6) the agricultural wage earner, 

(o) the middle classes.- 

thft a policy of protection would have on thejoreign trade of India and on 

me general commercial position and prospects of the country? 


Oj^amsation 
for invesbiga' 
ting the 
claims of 
Industries. 

Export 

duties. 


consider that the existence of a tariff vrliich could be used as an instrument for bargaining 
with other countries would be advantageous to India? 

adoption of general and special tariffs, the special being applied to 
countoes fr^ which India receives favourable treatment? l e ifr 

preset?” “ this way, would it be neoessai-y to make it more detailed than it is at 

■ were adopted would you recommend any kind of permanent organization for 

vanous mdustngs to protection from time to time and for the periodical readjust- 




.30. 




What is your view of the proper function of export duties? Do you think that they should be im- 
posed only for the purpose of raising revenue or do you think that they may be utilised for^ other purposes 
also? ' \v " 

31. What do ybu consider generally is the effect of export duties on the export trade? CanN^fcii^yln’'^, 
tain circumstances be imposed without injury to the trade? If so, in the case of what trad^. in India cou 
this be done, and to what extent? 


32. Would you consider it advisable to impose an export duty on a raw materidTin order to encourage 
itd retention in^ India either for purposes of manufacture or for any other purpose? If so, please examine 
instances in which you would recommend such action and consider whether it would have any effect on the 
producers, of the raw material and* the amount they would produce. 

33. Do you consider that it would be of advantage to India to impose an export duty on foodstuffs with a 
view to controlling their export and thereby iowermg Indian prices and the cost of living? What effect do 
you consider such action' would be likely to have bn the agricultural interests and on the quantity of food- 
stuffs produced in India? 

34. Would you- consider it advisable to impose an exporl; duty on a raw material in retaliation for an im*» 
port duty imposed by a foreign country on the manufactured article? If so, please examine cases in, which 
you, would recommend such action.,- 



, axana the prtMerential 
laerably both above md below 
xCuee IS a small one and is usually only a rebate of B per cent, ad valo- 

ocently established preferential rates which are granted to the whole Empire 
a import duties are levied in the United Kingdom. The preferential rate is as 
j full rate. 

.nailer colonies grant preferential rates to the United Kingdom, and there are also 
^etween different parts of the Empire for mutual preference, 
which at present levy «a lower rate of duty on certain goods imported from India as corn- 
general duty levied on imports from foreign countries are the United Kingdom, Canada and 

articles of interest to India on which such lo'wer duties arc levied in the United Kingdom are tea, 

^ and tobacco. These are all charged | of the fuU rate. In the case of Canada the only Indian im- 
ports of any account arc tea, jute cloth and raw hides. There is no duty on raw hides or jute cloth. On 
Indian tea the rate is 7 cents per lb. as against the rate of 10 cents on tea imported from countries outside 
the Empire. New Zlealand imports from India a small quantity of tea w-hich pays 3d. per lb. as against 
the rate of od. chai'ged on tea imported from outside the Empire, and a small quantity of candles which are 
ucharged IJd. per lb. instead of Other imports from India into New Zealand are for the most part 
either free or receive no special treatment. 

3/5. Are you on general grounds favourable to the idea of Imperial Preference? If so, do you think 
that India would he justified in risking any appreciable economic loss for the sake of Imperial Preference? 

36. 'Would you differentiate botu'een the policy to be adopted towards the United Kingdom and towards 
other parts of the Empire? 

37. Do you anticipate any material loss or gain to India from a system of Imperial Preference? In 
particular, do you apprehend any likelihood of retaliation by foreign countries against India? 

38. If you are in favour of preference, can you give a list of articles imported into India and exported 
from India to -which the policy of preference might be applied? What would you consider a reasonable 

\ average rate of preference? 

39. What principles would you apply in selecting articles to which preference might be given on import 
into India? Would you give preference in the case of goods which India hopes in time to manufacture ~ 
mainly or entirely for herself, or only in the case of goods for which India is likely to have to depend on 
other countries? 

40. If preference were given by raising the import duties on goods coming from foreign countries, the 
existing rates being maintained for British goods, do you anticipate that this would raise the price to the 
consumer or not? 

_41. Do you think that a system of Imperial Preference is likely to increase or diminish the total volume 
of Indian imports or exports, or to alter appreciably the proportion between them and thus affcet the ‘balance 
of trade? 

42. Do you consider that the partial or complete diversion of trade from foreign countries which might 
result from Imperial Preference -would have any effect on India’s general* trade position? 

0.— Manufactuees, 

43. Are you interested in any industry and if so, in what capacity? 

44. Do you consider that there are natural advantages for the industry in India? If so, please enumer-* 
ate them, 

45. Do you consider that the industry is essential to the national security or of substantial importance 
to the economic prosperity of India? 

46. What is the state of organization and equipment of the industry in India as compared with that in 
other countries? 

47. On what markets does the industry depend for the sale of its output? 

48. What foreign competition (including for this purpose competition from the United Kingdom or other 
parts of the Empire) does the industry have to meet — 

(a) in the Indian market j 

(b) elsewhere? 

Does this competition extend to all or only to particular classes of goods, and does it vary with different 
. classes of goods? ^ ® 

questions of organization and equipment are there, any special circumstances, natural or 
artificial, which give the competing country an advani^ge? 

50. Do you think that the industry needs protection? If so, what rate of duty do you consider it is 
, . necessary to impose? Please give in detail the facts and figures on which you base your conclusions. 

51. Do you think it likely that if protection is granted, the industry will eventually reach a level of 
development which would enable it to face foreign competition without the aid of protection, or do you 
think tibie-industry -will always remain to a greater or less degree in need of protection? 

52. D6esTpWi||||^dustry ever suficr from dumping? If so, do you wish to suggest any remedy? 

53. Is cf^ri^g^ion from other countries accentuated by depressed exchanges in those countries? 

64. If ^ phenomenon likely to he temporary? 

55. Do J pyjj^^el|ider that any remedy is required? If so, what, would you suggest? 

56. Ha^Iiit 3 er;^l|jj|to^i’eeeived any benefit from the" successive enhancements of the tariff beginning in 

1916 ? effects, so far as yet apparent? ^ 

gold and suffered in any way from export duties? If so, please give in defeil 

-■‘J . iTom which this conclusion is drawn. 

58. Is the finished product of the industry used as the raw material for any other industry? If “so, to 
what extent? 

59. Does the industry use as its raw material the finished prodiuct of -any other industry which is estab- 
lished or is likely to be established in India? „ . 

60. Would you prefer a system under which ail industries would receive a more or ICdS uniform protec- 
tion, or one under which industries receive varying amounts of protection in accordance with thefr needs? 

D,— Exporu Trade. 

lSr,B. — ^aSies© questions are Intended not only for actual exporters, but also fesr those who produce for export. 

61. What articles do you escort and to what countries? 



minimum * 

66. Do you ^ 

Kingdom or Canada 

outside tbe Empire, liavcr ^^ , 1 ^ 


articles? 

67. Do you tMnk that any loreigsc-^^ 
enee would be able without injury to itseu, . 
penalise the Indian export trade to that eountryr''-'^...^^^ 

68. If owing to a system of Imperial Preference 

do you consider that this woxdd tend to have any effect on 

69. If so, would there be an alternative outlet for these exports, 
the British Empire or in other foreign countries? 


# 


E,— iMroEo? Teadb. 




70. TOiat articles do you import and from what countries? ^ 1 

71. Have you observed any effects on your trade in particular articles from the year 1916 up 

which can be ascribed in part or in whole to the changes in the rates of import duty? * .. 1.1 

72. Do you consider that an appreciable increase in the present tariff rates would seriously diuiiiush tl 

volume of imports? Gan you give instances of any important commodities in which such a result Is hke 
to occtir? , 

73. What would you expect to be the effect on the import trade of a preference given to British go^s 
(a) if the prefex^epoe were given by maintaining the existing rate for foreign goods and reducing it | 

British goods; ^ ^ ^ . . 1 

i (6) if the preference were given by maintaining the existing rate for British goods and enhancing it 3 
foreign goods; and ... , 

( 0 ) if the preference were given by a combination of (a) and (&), raising the rate lor lore) 
goods and reducing it for British goods? 

74. H Imperial Preference were introduced would you recommend that the same preference ' 
same goods should be granted to all constituent parts of the Empire, or would you treat each part of ! 

Empire separately, taking into account ihe question of what reciprocal benefits India would receive? i 

75. Do you think it likely that a system of Imperial Preference would diminish or increase the ^ 

import of any class of goods, or W'ould it merely tend to alter the proportion in which that total 
derived from foreign and Briti^ countries? , . . ' 

76. Would any undesirable results follow from diverting the source of Indian imports from foreign 
British countries? 


77. If you are favourable to Imperial Preference, to what articles would you be prepared to extend a j 

ference if imported from the Empire or particular parts of the Empire, and what would you suggest as; 
amount of that preference? i 

78. Do you approve of the system of ai' valorem' custoxxis duties, or would you prefer that the duty sh^ 

be specific, i.c., a fixed charge for a given weight or measure? If you prefer the latter system, what, 
your views on the necessity of readjusting the duties from time to time? ' i 


P,— Betail Tradb. ^ ' 

79. What are the principal imported goods in which you deal? | 

80. To what extent can changes, in the retail prices of imported goods from 1916 onwards be attribi 

to the increases in the import duties during that period? Can you give details of any such changes U 
tail prices with which you are familiar? I 

81. In the case of any important classes of imports can you give any figures showing to what exteni 
mand diminishes as prices rise? 

, 82. Have the increases in the tariff since 1916 affected your trdde in any way? [ 

Sa. What would you expect to be the effect on your trade if imports from the United Kingdom or ' 
■the whole Empire were taxed at existing rates 'while the duty on imports from foreign countries was raiS 



Witness No^ 93. 

THE MADRAS CHAMBER OF COMMEROF^ MADRAS, 
Written statement dated the 21st November 1921. 


13643. Q, 1, The Chamber favours a policy of Free 
Trade, but has no objections “ to the imposition of- 
customs duties for the purpose of obtaining revenue.** ' 

13644, Q, 2. The Chamber considers that a tariff 
provides a more suitable form of taxation for India 
than direct taxation. The latter is often unpopular, 
and^ sometimes evaded, and frequently difficult of col- 
lection. The same objections do not "apply to indirect 
taxation. 

If fresh taxation wero necessary the Chamber would, 
tliorefore, prefer an increase in customs to an increase 
, in, direct taxation. 

.i, — It must be promised, however, that this holds 

'‘*‘g6od only up to a point. If an increased tariff cheeks 
epnsuinptiou so much as to keep stationary, or reduce 
the yield from duties, direct taxation ‘is the only 
alternative. 

13G4f>. < 3 . 3. The Chamber has no change to suggest 
in the list of articles taxed or in the rate of taxation. 
Both points should be arranged from time to time 
according to the needs of revenue purposes. 

13646, Q, 4-5, The Chamber sees no reason to de- 
part f|*onl existing principles in basing the tariff. 

Under the existing policy, Indian industries cannot 
be said to have been hindei'ed; on the contrary, they 
have flcJiirishecl greatly. The Chamber would not anti- 
cipate any adverse effect on Indian industries from 
a continuance of the existing tariff policy. 

13647. 6. In theory, and logically applied, a Free 

^rade policy which imposes a duty on an article im- 
ported from abroad calls for an excise duty on tibe 
same article manufactured in India. 

But the Chamber is for a large latitude in practice. 
The Chamber approves of excise duties for the pur- 
pose of obtaining revenue, as it does in the case of 
import duties, and in the belief that indirect taxation 
is better suited to India than direct taxation. 

13648. Q, 7. The Chamber favours the imposition 
of excise duties for revenue purposes only, and not 
on the ground that no protection whatever shoidd Jbe 
afforded to the Home manufacturer against the foreign 
manufacturer, - . , 

13649. Q, 8. The Qhamber is afraid ih'at ii6 <rutiee, 
eitl^er import or expojrt, can be imposed without. raifr- ' 
inf i&e price to. the ultimate ^d^n^u:per. . 

13650. 9, 'TPhe tariff 

marily iof* the f'|i?lifjpttrse of 5?ie * 
object eff fostering a- se- 

ChaihSber Ciialiders 'tiere ari* cer- 
taih**^manSfacturea goods^.;fer" wfiich India is alwaj^s 

iftejy- ,to - be '* dependent on, other countries. Such 
goods ar^, perhaps# toO' numerous; to mention, -but the ' 
, . Chaihber would instance finejjcIS^ses' of textiles^,* plain^ 
dyed ‘and^ printed*/' Grey and 'dyed yams of high 
. coimts. machinery, copper and other metals to a great 

► extent, glassware, tools, hardware, matches, paper, 

drugs, di\es, gold and silver thread. 

11. For the 'purpose of developing Indian 
- industries the Chamber has no objection to the im- 
: position of temporary protective duties on some im- 
f poi-ted manufactures, certainly not on all. 

13653. Q. 12. Those industries which it is reason- 
able to expect that India could make a permanent suc- 
cess of. ' 

Those already made a 'success of the Chamber would 
not protect. 

13654. Q, 13. Not desirable, but for the purposes of 
assisting development the Chamber has no objection 
; p)’ temporarily protecting industries that give promise, 
jftftev.*a'fair trial, of staging alone. 


13655. , Q. 14, Only the former, never the latter. 

13656. Q. 15, Not as a general principle. But if, 
after considering every instance on its m«^its, the 
Chamber were satisfied that such actions by foreign 
countries as dumping, bounties, subsidies and trans- 
port concessions, were undoubtedly injuring desirable 
Indian industries, it would have no objection to grant 
special protection to such Indian industries by impos- 
ing countervailing duties equal to the bounty, subsidy 
or concession granted by the foreign country. 

18657. Q. 16. The attitude of the Chamber is bene- 
volent towards hand industries, and, in particular, the 
cotton hand -loom industry, but the Chamber thinks 
they should maintain themselves. The Chamber might 
assist them to a small extent. But the Chamber fears 
they must give way to the power industry. 

13658. 17. There is such a danger, but reason- 

able combination of similar interests cannot be ob- 
jected to. If such combin^on becomes unreasonable, 
undesirable or a public danger, protection could be 
withdrawn, Excise duties increased, or other steps 
taken as might be found necessary. 

13659. Q. 18. Yes. not only quite likely, but might 
naturally follow. lie Chamber would welcome all 
industrial firms. 

13660.' < 3 . 19, Under a protective system conflicts 
of the nature described are quite likely to arise. There- 
in lies the danger, because everybody cannot get pro- 
tection. But the Chamber would not^ anticipate any 
great difficulty in adjusting such conflicts, so long as 
it is admitted that, as far as possible, raw material 
should be free. 

Effect of protection on prices and on the consumer* 

13661. Q. 20. As in an^e:?, to No. 8, the Chamber 
considers the whole of the duty is ordinarily passed on 
to tbo consumer in a rise of prfees. . 

13662. Q. 21. The rise in price will be as perman- 
ent as is the duty. If the d0y ij, r^ifced or with- ^ 
drawn, the price' vdiye^me do\fe. acco^ingly. 

18663. Q, 22., Yes, to SQme ^extent in suitable in- 
dustries— see answers to 11-13. - ^ ; 

♦‘.But it will hot be fsijr ip .the Eidiam - consume*^ to 
’ pn^tue il^polioy rindefihitely/ ' H,; aftefa fair trial, 
a|iy protected industry cannpl stand alone, ^ it shorid ! 
' bd,giv^ up,. a%. unsuitable to me country,* and -dheapK* 
‘for the ’ country to imp'ort the foreign manufactured 
article. ’ , . i' * ' 

13664. Q. 23. 'The Chamber would include -articles 
classed as a necessary of life in answer to 22. 

13665. Q. 24. The Chamber believes thSIt an increase 
in the tariff rates would tend to increase' the cost of 
living in India; on the other hand, the Chamber has 
.very little to go on that such increased costjwould be . 
covered wholly or in part by a rise in* wages'or. salary 
for (a) the industrial wage earner, (b) the agricultural 
wage earner, (c) the middle classes. 

An increase in income-tax does not connote a rise 
in salary for assessees. 

And with reference to the conflicts suggested in 
question 19, an increase in the tariff rate.s might 
warrant one industrial concern paying higher wages 
while it would prevent .another. 

Effect of protection on Foreign Trade, * 

13666. Q. 25. The Chamber cannot imagine a pcdicy 
of protection increasing the Foreign Trade India or 
impioving India’s commercial position and prospecia' 
generally. - '' ' 
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Use of Tariff for hargainingl 

13667. Q, 26-27. The Chamber is doubtful, speaking 
generally, of the advantages of using a tariff as an in- 
strument for bargaining with other countries. 

13668. Qs 28. YeSf it would seem likely. 

13669, Q. 29. Yes, this also would seem necessary. 

Export Duties, 

13670. Q, 30. The proper function of export duties, 
in the opinion of the Chamber, should be for the pur- 
.pose of obtaining revenue. 

13671. Q. 31. It must be admitted that export 
duties will adversely affect the export trade, and they 
must be imposed cautiously. 

13672. Q, 32. Generally speaking, no. If export 
offers a better market to the producer than the home 
market, he must be allowed to export or he will cease 
to produce. 

13673. Q. 33. The Chamber cannot say that it would 
be an advantage to India to impose an export duty on 
foodstuffs, thus controlling their export and thereby 
lowering Indian prices and the cost of living. If the 
Chamber were satisfied, it would favour the policy. 
The danger of adopting such a policy would be to 
make the agriculturist stop growing foodstuffs and go 
in for commercial crops. 

13674. C. 34, Not as a general principle, but the 
Chamber is prepared to consider specific cases where 
circumstances may seem to warrant it. 


The question of retaliation is not easy. Adopted as 
a general principle it might do more harm than good. 

13075. Q, 35. On general grounds the Chamber is 
favourable to the idea of Imperial Preference. But 
the Chamber hardly thinks India would be jusiided in 
risking any appreciable economic loss for the sake ai 
Imperial Preference. 

The Chamber is for seeing the way clearer, and any 
economic loss reduced to a minimum. 

13676, Q, 36. The Chamber would not differentiate 
between the policy to bo adopted towards the United 
Kingdom and other parts of the Empire if they did not 
differentiate towards India. 

13677. Q. 37-39. The Chamber would anticipate some 
loss to India from a system of Imperial Preference. 
The Chamber does not see why foreign countries 
should retaliate; but if they did, it would be a ques- 
tion for negotiation. This latter would be the Cham- 
ber’s point all through, the effect upon every article, 
carefully weighed in all its bearings, and not simply 
an including of everything in general tariff of Re- 
ference. 

13678. Q. 40. Y^es. To the Biitish goods existing 
rates on which were maintained, woiild tend to be 
added the increased import duties on foreign goods. 

13679. C. 41-42. The Chamber is not in a position 
to say, but is inclined to think there will bo no appre- 
ciable change. 


Oral evidence of Messrs. W. ALEXANDER, E. 0. L. WORKE and Sir GORDON ERASER, representatives of the 
Madras Chamber of Commerce, examined at Madras on the Slst January 192S, 


’ (Mr. Alexander answered most of the questions and in places where others have answered, their names have been 

mentioned.) 


13680. President. — Q. Gentlemen, you appear as re- 
presentatives of the Madras Chamber of Commerce? 

A. Yes. 

13681. Q. Your Chamber favours a policy of free 
trade? 

A. Yes. 

18682. Q. Will you please give your reasons why you 
urge that free trade is the best policy in the interests 

India? 

A. Generally speaking we think that it leads to 
larger trade and that under free trade articles can be 
had comparatively cheaply. 

13683. Q. Bo you think that the industrial develop- 
ment of a country is to the advantage of that country? 

A: Yes. 

^ 13684, Q. Can you then, if you accept that proposi- 
tion, tell me any other country which has developed 
industrially on the lines of free trade. 

A. No. We think that of " course the United 
Kingdom has .developed industrially under free trade 
to a certain extent. See in this connection our reply 
to Question 11. 

1S685.,Q, I was coming to that. You say that for 
the pu^ose of developing Indian industries the Cham- 
ber has no objection to the imposition of temporary 
protective ' duties on some imported- manufactures,, 
certainly not on all and I want to know whether this is 
consistent with the principle of free trade, which you 
advocate in your answer to the first question. 

A. Subject to this provision. 

13686. Q. Will you please tell me what your Cham- 
* her in their reply to question 11 mean? 

,Bo ^ they mean that they would have no 
objection to the development of industries by the 
assistance of tariffs, I mean, those industries w^hich 
have natural advantages and which can be developed 
in the country? 

A. Yes. 

1B687. Q. Their objection is to the imposition of 
duties on such articles which cannot be developed 
easily. 

A. Yes. 

/ 13^3. That is to say, you would give protection 
by means of tariffs to all those industries which can 
be developed and which hav§ natural' advantages in 


.4. Yes. That of course is subject again to our 
reply to question 13 in which we state that the 
Chamber has no objection to temporarily protecting 
industries that give promise, after a fair trial, of 
standing alone. 

13689. Q. Yes, industries which have natural ad- 
vantages and which would develop in ^course of time ' 
and stand on their own less. 

A. Yes. ^ 

13690. Q. As regards the Chamber’s answer to ques- 
tion 16 could you tell us whether the Chamber would 
suggest that hand-industries and in particular the cot- 
ton hand-loom industry should be protected to a small 
extdnt? 

A.^ Yes, but not to subsidise as it were ot stimulate 
the industry through a large subsidy. 

13691. Q, In what form would you assist it? 

A. At present there is assistance in the fact that 
there is no duty on imported yam and no excise, T 
think, on country manufactured' yam. 

13692. Q, You would not give them any more assist- 
ance than what they enjoy under the present tariff 
regulations, 

A. No. 


looifo. uoes the answer to question 
food-stuff s also? 

- A. Yes. . 


JNo. 32, 


13694. Q. Let me ptit to' yolr 'a Kt? 

India .ptoduoes a certain quantify'‘(r^.uvu»uui« iranw 
i^s only sufficient for its own people and foreim ooun- 
toes winch are economically very well to do mav 
offer substantially higher prices to carry the foodstuffs 
away resulting in semi-starvation in India. What 
rn^smes would you advocate the people of TTid ia to 
take to conserve supplies? 

that this is answered in our replv to 
quesfaon No. '33 in which we point out that the im- 

thf ou^irt automatioaUy affect 

13695. <3. Cm you adduce any evidence or anv 

result of regulating thi 

agmnst export would lead to diminution in production? 
A, lhat is our opinion. 

13696. Q, That is merely your opinion; can you tJl 
US your reasons for this opinion ? v 



i. "We think that if there is a shortage of foodstuffs 
in the country it is the duty of Government to control 
their export. 

13697. Q, But would not such control bring about 
what you apprehend namely a diminution in produc- 
tion? 

A* It would to some extent. 

13698. Q* You think that in the larger interests of 
the country restrictions could be imposed and food 
supplies controlled. 

A. Yes. 

13699. Q, If it is thought that this policy could be 
carried out more advantageously by export duticb, 
would you still oppose it? 

A, Not in the case of a shortage of food supplies. 
13701. Q, That is what I thought from your answer 
to question Nos, 37-39? 

A, The Chamber’s opinion on this point should be 
considered with the other question of free trade. These 
regulations and rules are detrimental, and if Imperial 
Preference were carried through it would be necessary 
to go very fully into the arrangements under which it 
will be carried through. It would not be good at all 
to have an all-embracing arrangement which brought in 
all things under a general tariff. The Chamber is not 
in favour of Imperial Preference at all. 

13700, Q. Would you kindly elaborate the answer 
to the previous question. If the Chamber is not in 
favour of Imperial Preference, I do not want to argue 
the point. 

No answer. 

13702. Sir Maneckjee Dadabhoy, — Q. When your 
Chamber refer “ to the existing policy ” in their answer 
to questions 4-5 do they mean the policy enunciated 
in 1921 or the policy enunciated before 1921. 

A. The policy .which was in existence prior to that 
date. 

13703. Q, And it is the opinion of your Chamber 
that that policy has not hindered the industries of 
your province? 

A. No : on the contrary we say they have flourished 
' greatly. 

13704. Q, You are speaking of Madras only and not 
the whole pf India? 

A, We are talking generally of the, whole of India. 
13705. Q, You do not think that the cotton industry 
' was hindered by the fiscal policy of the Government 
of India during the pre-war days. 

A, We do not think it has been hindered, 

13706. <3. Was it flourishing? May I put it in that 
way? 

A, Like every other industry it had its ups and 
downs, but on the whole we think it has prospered. 
13707. Q, But it had its ups and downs? 

A. Yes. 

18708, Q, And serious ups and downs? 

A. Yes, 

13709. Q. You in Madras' are somewhat favourably 
’ situated so far as the cotton industry is concerned in - 
^at you have fewer and smaller mills and a large 
home market. You have also no competition. Is not 
that so? 

A. {Sir Gordon Ptclbot.) No. I do not think that we 
have any special advantages over other parts of India. 

* We are handicapped by the question of fuel and that 
outweighs a great many advantages. If you considp 
the ordinary cotton mill, the consumption of coal in 
the mill is probably double the consumption of cottqn, 

■ and it seems much better to be near a coal field than 
near a cotton field. We in Madras are 1,200 miles from 
our coal. 

. 18710. Q. Bo you yet your coal from the Singareni 
coalfields? 

A. {Sir Gordon Fraser.) No ; we get our coal from 
Bengal. , 

13711: Q. Don’t you get the Singareni coal? 

A. (Sir Gordon Fraser.) We do not get it : it is the 
railways that get it. Our coal comes from Bengal, 
and the price we pay for our coal is an extremely 
serious handicap. The coal is double the tonnage of 
cotton. 

13712. Q. On the other hand, you are able to get 
long staple cotton at a much cheaper rate? 

A. (Sir Gordon Fraser.) No. The cotton we get from 
the north of Bombay side is much better than we can 
et from Southern India. 


13713, Q. Do you mean by Southern India, Tuti- 
eorin and Tinneveliy? 

A. (Sir Gordon Fraser.) As a matter of fact, talking 
from experience I may say that we never use Thmevelly 
cotton because we find much better results from the 
better class cotton of the Bombay side. 

13714. Q. Which side of Bombay? 

A. Surat and Broach. We buy in the Bombay 
market. 

13715. Q, I understand from your written statement 
that though your Chamber propounds generally a policy 
of free trade, they are distinctly in favour of extend- 
ing protection to such industries as need support. 

A. Yes. 

13716. <3. And that for a definite period only? 

A. Yes. Please see our answ^er to question No. 13. 

13717. Q. Will you kindly tell us in -what ways 
would your Chamber extend this protective aid, — ^b;^ 
high import duties, by bounties or subsidies or what 
other methods? 

A. Protective import duties principally. 

13718. Q. Please refer to your answer to question 
No. 16, which refers to hand industries. You say 
“ The Chamber might assist them to a small extent.” 

I suppose you are speaking here principally of Madras 
and the handloom industry of Madras, 

A. No. We are speaking generally of all India, 

18719. Q. What kind of assistance would you give? 

A. We would allow the yam which they weave to 
come in on favourable terms. 

13720. Q. You mean imported yarn? 

A. Yes. We would also allow the mill yam which 
goes into their hands to_ be free from excise duty. 

13721. Q. But there is no excise duty on yam? 

A. Yes. I know. The industry has already been 
suppoiijed in that way. 

13722. Q. When you said that you might assist 
them to a small extent, I thought you meant some 
sort of protection other than those already in existence. 

A. I do not think that is our idea. 

18723. Q. In your local handlooms what kind of yam 
do they weave? Higher counts? 

A. Pairly high counts. I know of 60s. (Sir Gordon 
Fraser.) They buy Indian mill yam also 10s. and 
20 » 5 . 

13724. Q. But a larger percentage of smaller counts 
are used? 

A, (Sir Gordon Fraser.) It is difficult to say, They^ 
use a large percentage of Indian yam, but they also uson 
a fairly large quantity of foreign yarn. 

13725. Q. As regards the answer to question No. 
can you explain to us why your Chamber think 
a policy of protection would not improve India’s 
mercial position and prospects generally? 

A. Well, as I said before, the introduction ( 

teetion means the decreasing pf the volume of the " 
imported articles and if imports are handicapped ot- 
stopped it would bring about a decrease in the volumeC, 
of exports. 

13726. Q. You say it would diminish exports? 

A. Yes. 

18727. Q. I gather from your view that your Cham- 
ber favour tbe export of raw materials? 

A. I rnight answer your question in this way. If 
any particular raw material cannot be manufactured 
and if manufactured, the industry cannot hold its own 
against foreign imports without permanent protection, 
it would be considered that it is to this country ’s-benefit 
to export such raw material, provided there is a market 
abroad for it, in preference to manufacturing it in India. 
(Sir Gordon Fraser.) If it can be manufactured in tMs 
country and the industry can hold its own after a 
certain time, then we would admit of a certain amount 
of protection. 

13728. Q, If wo could establish a manufacturing in- 
dustry dependent on the raw materials in this country 
by a temporary protection, then you would extend 
protection? 

A. (Sir Gordon Fraser) Yes, provided the**industry 
can hold its own after a certain time without protection. 

13729. Q. Then you would qualify your answer to 
question No. 25 to that extent? 

A. Yes. 

13730. Q. Then, I understand from your answem 
that you are not very much in favour i)f export duties* 
Would you prefer control to export duties? 

b2 
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A. (Mf. Worhe,) We are against export duties. 
There is a difference of opinion in the Chamber in 
regard to the export duty on hides and skins. The 
majority in the Chamber are in favour of keeping the 
duty as it stands at present with a preference to the 
Empire. But speaking personally I do not like it at 
all. I think we are handicapped by it. This is my 
opinion and not the Chamber’s. I do not think it has 
done any good to the country as a whole. The idea, I 
think, was to foster tanning in the country, but looking 
to the result the tanning industry has met with a 
disaster. There is only one tannery which has been 
successfully worked at Calcutta. 

13731. Q. That is in regard to hides and skins. 
Now, in regard to foodstuffs, would you prefer export 
duties or control? 

A. We are not in favour of export duties on food- 
stuffs, because if you put on an export duty it would 
drive the men to growing commercial crops. {Sir 
Gordon Fraser,) Generally speaking we are against 
export duties on foodstuffs, but if abnormal conditions 
do arise 'we say it is the Government’s duty to 
control the exports, 

13782. Q. How many members are there in your 
Chamber? 

A, About 330 to 140. 

13738. Q. It comprises cotton and every branch of 
industry? 

A. Yes. 

13734. Q. Exports as well as imports? 

A* Exports, imports and manufactures. 

13735. Mr. Jamnadas Dwarhadas. — Q. I want to 
clear up one or two points raised by Sir Maneokjee 
Dadabhoy in his questions. You said that the cotton 
industry has prospered under the existing policy, t.e., 
the policy adopted before 1921. Supposing that the 
industry has prospered has it prospered because of that 
policy or in spite of that policy? 

A, I should think on account of that policy. 

13736. Q, What was the policy so far as the cotton 
industry is concerned? There was an import duty and 
a countervailing excise ' duty. Considering that the 
cotton industry was in an infant stage the countervail- 
ing excise duty was indirectly a protection to the 
Lancashire industry? 

A, (Sir Gordon Fraser,) I think our Chamber has 
always been against the countervailing excise duty. 
Years ago we expressed our view against the excise 
duty. 

13737. Q. But the existing policy as stated by yon 
included the imposition of a countervailing excise 
duty? 

A, (Sir Gordon Fraser.) We support the excise duty 
from the revenue point of view. What we say is : we 
do not support it if it is meant to counterbalance the 
inmort duty. 

16788. <2* If you exclude the policy which came into 
existence after the war, you naturally come to the 
policy of the imposition of a countervailing excise duty. 

, A. We did not agree with that in the old days. 

13739. Q, Then you mean by “ existing policy ” the 
policy that existed in 1917 for instance? 

A. (Sir Gordon Fraser.) What we say is that the 
Government would be justified in levying excise duties 
for the purpose of- revenue, but we say that excise duties 
^should not be levied on the ground that no protection 
whatever should be granted to the home manufactui?er 
against the foreign manufacturer. If Government 
wanted money, they would be justified in levying an 
excise duty. . . .* 

13740. Q. The existing policy as you have described 
it included a countervailing excise duty. You say the 
cotton industry prospered under that policy. Would 
you support the countervailing excise duty for the 
reason that the cotton industry has prospered under it? 

A, Please refer to our answer to question No. 7. 

13741. Q. Suppose the countervailing excise duty 
had not been there, don’t you think the cotton in- 
dustry wqjild have had much better prospects? 

A. (Sir Gordon Fraser.) I do not think so. The 
per cent, duty that was imposed could not have ihade 
the slightest difference, 

13742. Q. Its absence would not have given an im- 
petus? 

A. No. We do not think it could have. 

13743, Q. In answer to question No. 9, your Cham- 
ber say that : ** The tariff should be framed primsadly 


for the purpose of obtaining revenue. The object of 
fostering Indian industries should be a secondary con- 
sideration.’^ Now, you know that, at the present time 
India depends almost entirely on agriculture? 

A. Yes. 

13744. Q. The agricultural population is really poor, 
is it not? 

A. The agricultural industiy is not poor. 

13745. Q. When times of scarcity come the country’s 
dependence solely on agriculture makes it difficult for 
the people to live? 

A. It brings about harder times. 

13746. Q. Don’t you think it would be better if the 
dependence was divided between agriculture and 
industry ? 

A. (Sit (Jordon Fraser,) 1 think we have already 
admitted that we are out to improve the industries 
of the country as far as we can. My own personal view 
is that it would be much better to improve the 
agricultural industry of the country. 

13747. Q. And leave out other industries? 

A, (Sir Gordon Fraser.) No, not by neglecting one 
for the other. 

13748. Q. How can you improve the industries with- 
out adopting a policy of protection? 

A, (Sir Gordon Fraser.) I think the members of the 
Chamber are agreed that if any industry shows good 
prospects of ultimate success, they would have no 
objection to giving protection for a period. 

13749. Q. Then, 1 do not know why you make the 
statement that the tariff should be framed primarily 
for the purpose of obtaining revenue. 

A. (Sir Gordon Fraser.) Because we think that the 
primary o})ject should be to get money for the 
Government to carry on the Government. 

13750. Q. Please refer to your answer to question 
No. 15 about dumping. Can you give an instance of 
dumping. 

A. In the past or at present? 

13751. Q. In the past as well as at present. 

A. One instance that we could give at the moment 
is the Austro-Hungarian sugar imports which were 
assisted by a bounty. 

13752. Q. And you suggest that protective measures 
should be taken? 

A* What we say is this : wlien this takes place and 
it begins to bring a hardship to the industries of the 
country and does affect them, steps should be taken to 
adjust it. 

13753. Q, And what steps would you take? 

A. We would put on an import duty, , 

13754. Q. Now, you said in answer to Sir Maneok- 
jee Dadabhoy that your handloom industry used im- 
ported as well as Indian mill-made yarn. I take it 
that they imported the finer counts and bought all 
their lower counts from the mills in India? 

A. Yes. 

13755. Q. That is because you caimot manufacture 
finer counts here. Now at present all yam is exempt- 
ed from duty. Suppose on a recoBcimendatioh from 
this Commission the Government imposed a duty on 
the lower counts of imported yarn, would it affect 
your handloom weavers at all? 

A. (Sir Gordon Fraser.) I think it must, because all 
the yam imported into this country is used by hand- 
loom weavers. I think I am right in stating that 
none of it goes to the weaving mills. 

13756. Q. You said that ah their lower counts were 
brought from the Indian mills; 

-4. We said all yam up to 30s. 

13757, Q. So, if you put an import duty on all yam 
below 30s., it would not affect your handloom weavers? 

A, Why? It would raise the price of yarn, 
(Mr. Worlte.) Would it not be that the Indian mills 
would put their prices up if you '^put an import duty 
on imported yam? 

13758. Q. Let us consider it from this point of view. 
We want money for revenue purposes and we want 
also to encourage Indian industries. If we put a duty 
on all yam up to 30s,, it would not affect your hand- 
loom weavers, because you yourself say that they do 
not use lower counts of imported yarn. 

A. Might I put it in this way? At present we see 
that everything under 80s. is Indian mill yarn. From 
30s., up the largest quantity is in imports. You are 
■ proposing a duty on yam up to 30s. and you say that, 
that would not handicap the handloom weavers. You 
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would noi put an excise duty on Indian mill-made 
yarn ? 

18759. Q, We shall assume that the present duties 
would apply.^ Eleven per cent, import duty and 84 
per cent, excise duty on cotton cloths produced by the 
mills in India. At present yarn is exempted from 
duty. Suppose yarn up to 30s, is not exempted from 
duty? 

A, I think the question hardly arises, because, as I 
have said, we agree that thete is nothing imported up 
to 30s. The imports are all above 30s. 

13760. Q. In answer to question 19 you say the 
Chamber would not anticipate any great dijG&culty in 
adjusting such conflict, so long as it is admitted 
that, as far as possible, raw material should be free.” 
What do you mean by “ raw material.” A finished 
article may be a raw material for another industry 
just as yarn is for cloth manufacture. 

A, (Mr, Worhe*) Any article used for an industry. 
Take for instance the manufacture of metallic vessels. 
The metal is. the raw material. 

13761. Q. Would you have that free? 

A. No; only as far as possible the raw materials 
should be free. I don’t think that Jt will entirely be 
free. 

13762. Q, (Mr, Mant.) I understand that for the 
purpose of developing Indian industries you propose to 
impose duties for a temporary period only. Isn’t 
that so? 

A. Yes. That is our idea. 

13763. Q, Would it not be difficult to remove those 
duties when the temporary period comes to an end? 
You say in answer to question 22 that ** if after a 
fair trial any protected industry cannot stand alone, 
it should be given up.’* Would you not find it diffi- 
cult to take ofi the duty when this would kill the 
industry? 

A, Yes, we must admit that there would be difficulty. 
But we do not like the idea of ja permanent duty. 

13764. Q, In the case of an industry that is estab- 
lished, suppose it has become very, successful. In that 
case also you want to remove the duty. Isn’t it so? 
A. Yes. 

13766. Q. Would you not then have another diffi- 
culty in the shape of a strong vested interest wanting 
to retain the duty, of course, assuming that by the 
time industry is established the interest involved 
grows correspondingly strong? 

A, Yes. 

13766. Q. Would not that constitute another diffi- 
culty? 

A, (Sir Gordon Fraser.) We hope the Government 
would be stronger than the vested interest. 

18767. Q, In dealing with foodstufis, you say you 
prefer prohibition, because export duties would tend 
to restrict production. It was suggested to us the 
other day that Governmeni»» should only put on export 
duties in times 6f setoity and -high prices. - What do 
you think of this? 

A, (Sir Gordon Fraser.) If there is scarcity of food 
^-ih the country and if the food is required in the country, 
then you should prohibit its export entirely. Con- 
trol ” is perhaps <a better word. • 

13768. Q. I want to know whether the effect you 
fear, namely the restriction of production, will follow 
if export duties are imposed merely for the temporary 
period of scarcity. 

A. (Sir Gordon Fraser.) I think it would. The cul- 
tivator would grow more profitable commercial crops 
instead of foodstuffs, 

13769. Q. You say that an export duty would cause 
restriction of production. Bo you say that prohibition 
or control would not cause the same restriction? 

ri. No, not in India. 

13770. Mr. T. V. Seshagiri Ayyar. — Q. As regards 
your statement to Mr. Mant that if a duty is once 
imposed a strong vested interest ’ may want it to be 
retained. I believe that if you find that the industry 
stands on its own legs you will be able to reduce the 
duty. 

A. Yes. It can be brought doTO bit by bit? 

13771. Q. You said that if duties were imposed on 
toport it may have the effect of lessening the area of 
cultivation, or that it may have the effect of driving 
the people from one kind of crop to another. Is it 
likely to happen in a place like Madras? There are 


certain fields which can grow only particular kinds of 
crops and there are other fields which can grow other 
kinds of crops. Is it possible for an agriculturist to 
go from one kind of crop to another because he secs 
it profitable to him.^^ 

A. The high price of groundnuts has increased the 
area of groundnut cultivation. 

13772. Q. That may be so. But suppose there is a 
slump in a particular crop. Would that drive people 
to cultivating other kinds of crop? Eor example take 
groundnut. It is grown upon what is called dry land, 
and hardly any other crop can be gz'own on those 
lands. 

A. There is also the question of coolies. 

13773. Q. Moreover there is this matter which has 
to be taken into account in Madras; men who are 
engaged in paddy cultivation are not likely to be 
tempted away to another kind of work. 

A. I should think the other way. J have not got a 
good knowledge of the subject, but I think that higher 
pay should drive them straight away at once. 

13774. Q. They would hardly be capable of doing 
any other work. The pallars and 'pariahs who are 
working in the fields would not be able to do any 
other kind of work even if you tempt them with 
higher pay. 

A. {Sir (jordo7i Fraser.) That argument would rather 
go against putting this self-same man into a new in- 
dustry. 

13776, Q. Then you think you would be able to 
train them up? 

A. An agriculturist, if he could cultivate one crop, 
could surely cultiviate another. 

13776. Q. Does hope play a large part in shaping 
the destinies of men? 

A. I don’t think so. 

13778. Q. 1 believe you are more largely interested 
in exports and imports than in manufactures. 

A. We are interested in all, manufactures too. 

13778. Q. In what manufactures are you interested? 

A. Cotton, leather, tanneries, mining, etc. 

13779. Q. Your Association is more largely repre- 
sentative of export and import trade? 

A. I can only say that it represents the whole lot. 

13780. Q. Do you know that the weavers of Salem, 
Dindigul and other parts largely take finer counts of 
yam? 

A. No, we do not know that. Generally all hand- 
looms use finer counts. 

13781. Q. TYould it not discourage the handloom in- 
dustry if you put one duty upon imported yam? 

A. Any duty on yarn must hit the handloom industry. 

13782. Q. As regards foodstuffs, supposing there is 
famine in the country; do you think any prohibition 
of export would have a beneficient effect? 

A. We say that In time of shortage there should be 
a control, 

1378S. Q. Do you consider that to be much better 
than imposing a duty on exports? 

A. Yes, it would be more feasible. 

13784, Q. As regards your answer to question 18 
the view has been expressed before this Commission 
that, in the event of foreign "firms establishing them- 
selves in India to obtain the benefit of any tariff wall, 
it would be as well to insist as far as possible that the 
management should be in this country, that is, the 
managing Board should be in this country. Do you 
agree with that view? 

A. No. 

13785. Q. If the management is in England and the 
firm is established in India, as you find in the case of 
railways, there* is likely to be a great deal of Confu- 
sion? 

A. But you can" hardly get the people here to invest 
their capital. ' , - 

13186. Q. So you would not restrict fereign capital 
coining to India? ^ 

A. That is our ideal. 

13787. Q. Will you please refer to the Chamber’s 
answer to question 36? Supposing politically the in- 
habitants of this country who emigrate to anoiher coun-* 
try are badly treated there. Would you give the same 
kind of treatment to that country (I have in mind the ' 
case of South Africa) as you would give to the Uniteid 
Kingdom? ' - , 
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Ai If you raise questions of that sort the whole thing 
will become complicated. Besides it is a political con- 
sideration. 

1S788. Q, Political considerations also control the 
issue. 

A, I think we must adhere to the answer to question 
36 . 

18789. Q, Mr. Coyajce. In answer to Mr. Jamnadas 
Dwarkadas you stated that the 3^ per cent, excise 
duty did not make any difference at all in regard to 
the j)rogress made by the cotton mills in India* Will 
you please state whether you mean that historically? 

A. No. 

18790. Q. Then there must have been circumstances 
on the other side which went to counterbalance it. 

A, At the time the per cent, import duty and the 
8 J per cent, excise duty were imposed" on cotton, the SJ 
per cent, excise duty did not in any way hinder the 
mills. 

13791. Q. Do you imply that there were certain geo- 
graphical and natural conditions which had largely a 
counterbalancing effect? 

A. {Sir Gordon Fraser.) Yes, I think so. Indian 
cotton mills have done well. They are still thriving 
and increasing. 

13792. Q. It has been stated that the present excise 
duty has raised the price of piece-goods to the consu- 
mer of India. That has been the argument of several 
witnesses. 

A. {8ir Gordon Fraser.) I think that the excise duty 
has not had any effect at all, because the mills are mak- 
ing enormous profits. The 3^- per cent, excise duty is 
paid bj^ the consumers. 

13793. Q. If the excise duty is smaller than import 
duties, does it raise prices? 

A, (‘jSzr Gordon Fraser.) I think so. 

13794. Q. There is another set of witnesses who 
argue that prices are fixed by the price of imported 
goods which contains the import duty and therefore 
the excise duty which is smaller than the import duty 
does not affect the consumer. How far do you agree 
with this view? 

A. Our idea is that the price is fixed on the 3^ per 
cent, excise. 

13795. Q, Do you conclude that the excise duty 
does affect the consumer and that it does raise the 
price? 

A. Yes. 

18796. Q. Does the excise duty mean high prices 
to the consumer? 

A. Our view is that the price of some articles made 
locally goes up to the same level as the price of imported 
article. In' the- case of cotton the 3^ per cent, excise 
duty is lost in the 11 per cent, import duty and the 
consumer pays it. 

13797. Q. In answer to question 15 regarding boun- 
ties, subsidies, etc., you say that if there is dumping 
you must put some sort of protection. Are you aware 
at Idle present time of a tangible amount of dumping? 
or are you hit by any unfair competition in the way 
of subsidies or transport facilities? 

A. (Sir Gordon Fraser.) We cannot say so at present. 
If trade resumes its normal condition there may be 
dumping. 

13798. Q. Are you aware of considerable imports 
due to the depreciated currency? i.e., that owing to 
depreciated currency, ^Germany and other' Countries 
are sepng their goods unfairly in India? 

A. We have seen a ccanparatively large .increase of 
the business of Germany. 

13799. Q. We were told in Burma and Calcutta that 
the prices had gone down owing to depreciated cur- 
rency. 

A. Yes, it is true. 

13800. Q. Do you think that depreciated currency 
has some effect? 

A. Yes. 

13801. Q. Sir Montagu Wehb. Could you tell us 
what industries your Chamber represent? 

A. Cotton mills, tanning, leather mimufacture, engi- 
neering, mica mining and the West Coast trade such as 
coir, etc. 

13802. Q, I see from the Chamber’s written state- 
ment that your Chamber are free traders, but that you 
make certain orthodox exceptions, for example you 
would have no obieetion to depart from a free trad* 
policy with regard to infant industries— tnde answer to 


question 13, Would you have any objection to sti- 
mulating other industries for which this country might 
have the raw materials? 

A. No. 

13803. Q. Would you be prepared to go further and 
encourage the establishment of industries in this 
country that might be described as of national import- 
ance, such as steel, iron, copper and any other indus- 
tries of national importance for defence purposes or 
war purposes? 

A. Only in so far as that could be done on the lines 
indicated in answer to questions 13 and 22. 

13804. Q. With regard to industries of national im- 
portance, do you consider that something might be 
done to those industries? 

.1. We consider that there should bt assistance, but 
wc are against permanent support. They should be able 
to stand independently in time. 

13805. Q. You do not think that it would be wise to 
establish any industry which is of national importance 
e\ea if it could not be kept going except by a perman- 
ent tariff? Take iron and steel for instance. 

A. (Sir Gordon Fraser.) Name one industry which is 
not of national importance. I cannot think of one 
which could be exempted. 

13806. Q. Madras produces lead pencils. But you 
cannot say that the pencil industry is of national im- 
portance. 

A. (Sir Gordon Fraser.) But the fact remains that 
the term “ industries of national importance ” wiH 
include practically every big industry in India, such as 
jute, cotton and other things. It will be very difficult 
to exclude such industries. 

13807. Q. I think there are manj^ industries the raw 
material of which are freely available in India that 
you could not class as being of national iixTJortance. 
Would your Chamber be prepared to recommend them 
for assistance as in the case of industries of national 
importance, if it was woi*th doing it? 

A. (Mr. Alexander.) Yes, (Sir Gordon Fraser.) But 
your phrase is too general. 

13808. Q. We have heard in other parts of India 
other reasons too, which might perhaps be used, for 
making some contribution from the national income 
for the development of industries. For example, we 
mentioned this morning the desirability of having 
diversity of occupation for the people for the training 
up of Indians in other employments. Does that , argu- 
ment carry weight with you? If Indians are more 
largely employed in important industries they would 
have a wider outlook on the affairs of the world at 
large. Some feel that if Bombay is pre-eminent in the 
political world, it is largely because in Bombay there 
are great industries which are managed by Indians 
and they gain experience thereby. Is this a considera- 
tion that, should guide us? 

A. We have admitted that principle, 

13809. Q. It has been ^ggested to us that even 
where agriculture is thoroughly successful the accu- 
mulations of capital arising therefrom are distributed 
over the whole country and are very difficult to get 
at, whereas in the case of industries, capital accumula- 
tions are concentrated in one locality and are readily 
available for further developments. That has been 
suggested as an argument in itself for stimulating 
mildly the industrial development of India. Would 
you regard that as an argument that should influence 
us in deciding upon India's fiscal policy in any way? 

A. I think we are in agreenient with it. 

13810. Q. Dala Harkishen Lai of Lahore told us that 
so far as industries are, concerned he would nurse the 
babies,, protect the children and free the adults. Is 
that a policy which would commend itself to you? 

A. That is our policy entirely. We believe in 
assistance up to a certain point. 

13811. Q. I think this attitude is very widely adopt- 
ed by some people who call themselves “ discrimina- 
tors ” rather than strict orthodox free traders. Do you 
think that the MadrarS Chamber could be classed as 
a discriminator in this connection? Does the Cham- 
ber think that it is best to follow free trade doctrines 
modified by certain considerations which many con- 
sider to be sound? 

A, Yes, provided free trade policy is the base, 

13812.' Q. You are in favour of countervailing duinp- 
ing and other, unfair advantages. That implies^Vlso a 
certain departure from your orthodox free trade. 
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'-4. Yes. 

13813. In that connection could you tell us how 
to identify the goods that are being dumped. We 
find it rather a difficult problem to decide when goods 
are being dumped. We are told that paper and paper 
pulp is now being dumped in this country by Germany 
and Sweden. Supposing we are agreed that legislation 
should be taken against dumping, how should we set 
down the definition of goods that are being dumped? 

A. I think you should get the information through 
the Chambers. The information will be supplied by 
persons who are in that trade and who are feeling the 
lower prices at which the goods have been brought in. 

13814. Q, I think you said in answer to Mr. Goyajee 
that there may be dumping, and that protection is 
required against dumping. You might remember the 
dumping of sugar in Lord, Ourzon’s time which led to 
countervailing duties. Would you depend upon the 
information supplied through the Chambers? 

4. {8ir Gordon ^FrascT,) The definition of dumping 
given in the Canadian Act used to strike me as very 
sound. 

13815. Q. But they are constantly changing the de- 
finition. 

4. (Mr. Alexander.) I think it wwld be best to 
depend upon the information supplied through the 
Chambers. As soon as an industry in the country sees 
signs of such dumping we can take action, 

13816. Q. Mr. Narottam Morarjee. In reply to ques- 
tions 4 and 5 your Chamber say “ Under the existing 
policy Indian industries cannot be said to have been 
hindered; on the contrary they have fiourished 
greatly.” Are you supposing that industrial develop- 
ment in India has been adequate in view of the size 
of India and its raw materials? 

4. No. We think it should be greatly developed. 

13817, Q, In reply to a question put by Mr. Coyajee 
you said that the excise duty has not hindered the 
progress of the Indian cotton mills. Can you tell me 
how much money has been paid to Government as 
excise duty? 

4. No. 

13818. Q, Over SO erores of rupees have been paid, 
and if this' sum had gone to the millowners would 
they not have increased the number of mills? 

4.. If that money had been diverted to the owners it 
is very difficult to say whether the result would have 
Been an increase in the number of mills. The share- 
holders might have got the extra money. 

13819. Q, Before the war the shareholders did not 
get more than 7 or 8 per cent. Some of the mills paid 
good dividends, but some did not pay anything at all. 

4. Yes. That is so, 

13820. Do you know that India has lost the 
Chinese market altogether in yam. 

4. (Sir Gordon Fraser,) Because China has put up 
her own mills _and India has a better market at home. 

13821. Q, Has she lost it owing to Japanese com- 
^ Pjetition? ” - ' 

4. Probably. 

-13822. Q. In 1912-13 India imported from Japan 
■ about 6 million yards of cloth; in 1916-17 she imported 
100 million yards ; in 1918-1919 _ she imported 230 
million yards. How do you account for it? 

4. (Sir Gordon Fraser,) Because the country wanted 
it. ^though there have been those imports of. Japanese 
yarn I do not think the Indian mills have carried stocks 
' • that have not been consumed here. 

' 13823. Q. Our production was curtailed owing to 
shorter hours. 

4. Still the whole of your production has been selling, - 
~ has it not? 

13824. Q, Do you know what the condition was 
before the war? 

4. It is rather difficult to say. 

18825. Q. Before the war and during the war even 
Japan sold at much cheaper prices than what people 
could produce at. ^ 

4. The Indian mills were growing extraordinarily . 
well and were not carrying stocks. 

13828. Q, If you were in the cotton trade you would 
know that the Japanese cloth is much cheaper than 
what the Indian mills could sell at. 

4. It may be. But at the same time it' does not 
mean that Indian mills haye been sufieriag at all. 
Is it your gum^nt that more mills ought to be' put 

'i4 ■ ■. .. 


18827. Q, Not that. I want to point out that the 
Japanese are getting some subsidies. 

4. (Sir Gordon Fraser,) Of course during the last 7 
years it has been almost impossible to increase the mill 
industry because you could not get machinery, and up 
till now nobody would have put up a mill except some 
few people who could afiord to pay the very high prices 
that would have to be paid for machinery. 

13828. Q, But Japan has been increasing produc- 
tion by getting machinery from America. 

4. You are talking of the Japanese mills practically 
dumping their stuff on Bombay. But the present state 
of afiairs does not suggest that the Bombay mills have 
actually suffered. If we are going to take action we 
should see that the industry has suffered from the dump- 
ing of cotton products. 

13829. Pr6side7it, — Q, In reply to Sir Montagu 
Webb you said that you would depart from the prin- 
ciples of free trade in the various directions which he 
indicated. When there are so many directions in 
which you depart from a strict free trade principle,, 
when you allow protection to Indian industries and' 
have no objection (as you express yourself in your ans- 
wer 11) to the imposition of temporary protective duties 
on some imported manufactures, and in view of the 
various other protections which you have admitted, I 
do nob know why in face of all that, you still desire the 
laying down of a free- trade policy as the base. I should 
like you to explain that a little more fully. 

4. We believe of course that the free-trade policy is 
the base of all. We acknowledge that revenue is necess- 
ary for a country and therefore an exception must be 
made there. We also acknowledge that in a country 
like India certain industries have got to be created and 
encouraged, and so far as assisting them goes, we are 
willing to depart from the hard and fast free-trade 
policy. Boughly this is our attitude. ^ 

13830. Q. I am asking you whether you merely lay 
down that proposition as a matter of sentiment or 
theory. 

4. It is our considered opinion, on the experience we 
have gained here. We might go further and say that 
if it could be worked as free trade without impedimenta 
of any kind we would like to abolish all hinderanoes to 
trade such as assistance and other things. We look 
upon all such things as impediments. 

13831. Q. You admitted to me in my examination 
that industrial development in India was necessa^ 
and desirable? 

4. Yes. 

18832. Q, You further admitted that for that pur- 
pose you would give protection as indicated in your- 
answer to question 11? 

4. Yes. ’ ’ “ 

18833. Q, 1 asked you to name any country in the 
world which has satisfactorily developed its industries 
under tree-trade principles,- and you could name none. 

A. [Sir Gordon Fraser,) I think that both England 
and Indies have made extraordinary progress in the last 
10 years in industries. 

13834. We have been told that England built up 
its industries under a policy of protection before it 
adopted free trade. Do you know anything at all 
about it? 

4. (Sir Gordon Fraser,) I do not know. 

13835. Q. If it was a fact then that there is no 
country that has developed industrially without having 
started protection. 

4. (Sir Gordon Fraser,) I would not accept that as a 
fact. 

13836. Q, Will you please tell me why it is not a 
fact? ' ' ' -M; 

4. (Sir Gordon Fraser,) I feay I would not accept it 
as *a fact, because I am not well enough up in the sub- 
ject tb know one way or the other. ■ _ 

' 13837. Qi But ii I told you that it was a fact, what 
would be your conclusion m that assumption? 

4. (Sir Gordon Fraser,) I should say that my experi- 
ence going back 30 yearn is the -opposite. 

13838. Q, You admit that India has not developed 
industrially in proportion to her needs or her import- 
ance or her population? 

A,* (Sir Gordon Fraser,), I eay that the progress in 
India for the last 10 years has been quick. 

13839. <3. Is it commensurate with the population 
or the dimensions. of India?- - - 

4. (Sir Gordon Fraser.) It is commensurate with the 
conservatism of the agricultural popidation and 
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dif&culty of turning the population from one thing to 
another. It takes a great deal to work up an industry. 

1B840. Q, *Do you find that there is much change 
in the relative position of its export and import trade 
under which it exports very large quantities of raw 
material and imports manufactured goods? Has f^at 
position been in any way affected looking to India’s 
population and dimensions? 

A, {Sir Gordon Fraser,} I ' think the country is 
growing industrially. 


13841. Q, Have you taken into consideration^ when 
you point out the industrial development that has 
taken place during recent years, the substantial pro^ 
tection that India received through the war? 

A. Of course that was some help. 

18842. Q. I only want to know whether your basis 
of free-trade policy is more sentimental than practical? 

A. (Sir Gordon Fraser,) As a matter of principle we 
would have universal free trade, but it is not practi- 
cable. 


Witness No. 94. 


Messrs. FAEEY & Company, Madras. 


Written statement, dated the 2l3t December 1921. 


18843. Q, 43. Manufacturers of Sugar and Spirit. 

18844, Q. 44, Yes. There are certain tracts of land 
in India and Bmrma which are suitable for the satis- 
factory growth of cane but which are practically 
undeveloped at present for want of organisation and 
capital enterprise. (Vide Heport of the Indian Sugar 
Committee, page 288, 280, 246.) 

There is also a large agricultural population whose 
energies could be more economically utilised by effi- 
cient organisation both as regards the cultivation of 
cane and the manufacture of sugar. There is also a 
great natural advantage in local production. 

13845. Q, 45. Yes. Any Industry that tends towards 
the development of a country’s natural resources and 
self-support must contribute towards the national 
security of that country. The industry is of substan- 
tial importance to the economic prosperity of the 
country, if properly developed. 

13846. Q. 46, It may be said that the organisation 
and equipment of the Industry in India is in its infancy 
as compared with the big sugar producing countries of 
the world. 

13847. Q, 41, Practically entirely on the Indian 
market. 

13848. Q. 48. Chiefly Java -and Mauritius. German 
dumping was experienced before the Brussels Conven- 
tion stopped it. 

13849. Q, 49. The system enjoyed by manufacturers 
in Java enabling them to secure land on lease without 
difficulty and on moderate terms of rental is a distinct 
advantage but one which shows a diminishing ten- 
dency and which it is probable may be discounted in 

the future, 

\ 

The lands worked by the Java planters have been 
brought to a high state of fertility after many years 
of scieiatific cultivation. 


13850. Q. 50. Certainly. It is probable that the 
increased cost of production in Java amounts to at 
least 50 per cent, of the pre-w'ar flgure and we may 
therefore assume that the future minimum landed price 
of White Sugar will be approximately Rs. 65 per candy 
of 500 lbs. ^ 

Instead of an ad valorem duty of 15 per cent, we 
would recommend a fixed Tariff duty per cwt. equiva- 
lent to Rs. 15 per candy of 500 lbs. thus bringing the 
price landed in India to Rs. 80 per candy. 

13851. Q, 51. There is every reason to think so. 

The Industry with steady Fiscal support extending 
over % number of years should eventually cease to 
require the aid of protection. 

13852. Q, 52. No. 

13853. Q. |53. Probably not. 

13854. Q. 56. The Sugar Industry in India received 
a considerable stimulus on account of the increased 
Tariffs and high prices of sugar but full advantage of 
this ^ could not be taken owing to the difficulty in 
obtaining new machinery and at reasonaLie prices. 
Companies registered at Home lost any benefits that 
might have been accrued by the high prices, owing to 
the operation of the British Excess Profits Tax. The 
fear that Tariff advantages might not be maintained 
acted also as a brake on efforts at extension and 
reconstruction. 

13855. Q, 58. To a very slight extent. 

13856. Q, 59. No. 

13857. Q, 60. We are only in favour of protection 
for an Industry in its infancy and then only provided 
the development has reasonable prospects of ultimate 
success m open competition. 

Our general views regarding the remainder of the 
Commission’s questionnaire are embodied in the re- 
plies submitted by the Madras Chamber of Com- 
merce. 


Mr, WOOD of Messrs, FAERY and Company, Madras, 


13858, President, — Q. Mr, 

Messrs. Parry and Company? 

A, Yes. 

13859. Q. You are interested in the manufacture of 
sugar Bjmk spirits? 

A , AoBngst other things, yes. 

13860. Q. From your answer to Question No. 49 
I gather that you don’t think that the advantage which 
Java enjoys be of a permanent nature or that it 
will in any way Interfere with your industry for any 
length of time? 

A, I 'think that, Java has now established the indus- 
try, that the gro-#er of cane realises that it is a paying 
proposition and that it is no longer necessary to induce 
him to set aside any land for the planting of cane. 

13861, Q, Then the supply of cane for the Java 
industry will continue to be as good as it^s under 
present conditions? 

A, That is the supposition. 

18862, Q. You are recommending certain tariffs. 
But I would like to ask you whether the point which 


you indicate in your answer to Question No. 49 namely, 
that the lands worked by the Java planters have been 
brought to a high state of fertility after many 
scientific cultivation," would not be a better remedy than 
a very heavy import duty on sugar. 

A, YeS. 

13863, Q. Then what measures would you recom- 
mend for adoption? 

A, I think the Sugar Commission has decided that in 
most parts of India it is impossible to do veiy 
much. The^ land is divided into such small hold- 
ings^ that it is quite impossible to do it. The 
holdings are in a great many mstances simply 
sufficient to enable the ryot to grow his own crop, with 
probably a little ’surplus, afiid it is out of the question to 
insist upon his growing one particular crop. So it is 
not possible in practice to bring about the Java condi- 
tions in most parts of India. 

13864. Q, But if it was possible, that would be a 
better remedy? 

4. I should prefer that to a tariff of 


Oral evidence, dated Madras, the 31st January 1922, 
Wood, you represent 
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13865. Q, In answer to Question No. 60 you say, 
“ Instead of an ad valorem duty of ^16 per cent, we 
would recommend a fixed tariff duty per cwt. equiva- 
lent to Rs. 16 per candy of 600 lbs. thus bringing the * 
price landed in India to Bs, 80 per candy.” Will you 
please explain a little more fully what you mean by 
this. 

A . At present the duty is based upon a value which 
is arrived at by the Customs people on wording out the 
average price of sugar during, say, the previous 3 or 
6 months with the result that in the 7th month it is 
suddenly altered from the original valuation. This 
upsets the market very much. There is no certainty 
as to the duty which is going to be levied and this 
produces rather speculative conditions. 

13866. How much does the present 15 per cent, 
duty work out to per candy at present prices? 

Taking a candy at Bs. 100 it would be Bs. 16 a 
candy. 

18867. Q. Then you are advocating the same rate of 
duty as at present? 

A» Yes. It is about the same at the moment. 

18868. Q. If your suggestion is accepted the per- 
centage duty would vary according to the fluctuations 
in price? 

A, Yes, the percentage TVould vary. 

18869. Q, You would charge a specific duty rather 
than an ad valorem duty or tariff valuation. 

A. Yes. 

18870. Sir Montagu Webb, — Q. I notice that in two 
places, in your answer to Question No. 46 and Question 
No. 60, you say that you are in favour of protection 
of industries in their infancy. Would you regard the 
sugar industry as an infant industry? 

*4. It is an old industry, but it was killed by the 
German diimping. I think between 1902 and 1906 
countervailing duties were established to counteract the 
dumping from the Continent. Gradually it is reviving 
now. In that way it is an infant industry. 
The growers of cane and the manufacturers of sugar 
have had a very bad time in the past, and simply on 
account of the unfair dumping the Industry was dying 
out. It is in its second infancy now. 

18871. Q. With reference to your reply to Question 
No. 60 what is the percentage of duty that you would 
recommend? The tariff valuation is considerably higher 
than the price of sugar, so that the 16 per cent, at 
present is considerably higher than 16 per cent, really. 

A. That is so, but I think that 6 months ago the 
arrangement produced a duty considerably less than 
16 per cent, of the value of the sugar. 

13872. Q. What will your recommendation work out 
to in percentage? You recommend Bs. 16 per candy 
of 600 lbs. I am not quite familiar with your candies. 

A. It will work out to about 23 J per cent, in normal 
times. 

13873. Q. Do you feel that this Commission would 
be justified in recommending’ a 28i- per cent, iihpbrt 
duty thereby raising the price of sugar to all consu- 
mers by that amount in order to get the Indian in- 
dustry going especially having regard to the first part 
of your answer to Question No.. 60? 

.4. It depends entirely on whether the representatives' 
of India' consider that the sugar industry is one which 
should be properly established in India, If they 

consider that it is necessary to grow sugar in India 

' 13874. Q. There is no doubt about India “ growing ” 
sugar but the question is the refining of it. I take it 
that India will continue to be one of the largest sugar 
growers in the world. ^ , 

.4. I don’t agree there. I think that unless ^ugar is 
refined the industry of growing it will fade away. 
This would only be on a par with the importa- 
tion of such articles as soap. In the old days — 
I: am talking about 10 or 16 years ago — soap 
was imported in enormous quantities in the form 
of Ws. The users of soap gradually came to pre- 
fer the more Tefined article, I mean the toilet soap, the 
cake' soap, etc., — and the importation of bar. soap 
although cheaper has fallen off. It will be exactly the 
same with sugar. As soon as the taste for refined sugar 
becomes more spread as it is becoming every day, there 
will be the likelihood of the production of raw sugar 
having to fade away. I don’t think that there will 
be so much demand for raw sugar as for refined sugar. 
In that way the industry of growing sugar will get a 
had set-baok, ' 


13875. Q. Am I right in thinking that the Sugar 
Committee made recommendations other than tariff 
protection for the development of the sugar industry? 
They thought that the tariff was not the best way of 
meeting the situation but that there were radical pro- 
blems to be tackled, agricultural problems more 
particularly. 

A, If such can be carried out, I think that way is 
probably preferable to a tariff. If adequate protection 
can be given to the industry in some other way it is 
probably as good as the tariff, if not better. 

13876, Q. If improvement in the growth of sugar 
and of sugar production can be engineered, it would 
be better than producing the result by way of an 
import tariff. That is your vi^w. 

A. Yes. 

13877. Mr. Goyajee. — Q. The difficulties in the way 
of the sugar industry are partly due to the land system, 
partly to agriculture and partly to the system of 
manufacture? 

A. Yes. 

18878. Q, If protection is to be given to the industry 
in order to be successful, it should be a very substan- 
tial protection, I take it? 

A, Yes. 

13879. Q. You say in your answer to Question 
No. 60 that the cost of growing Java sugar has risen 
by about 60 per cent, and tha+ you require a duty of 
about 23^ per cent., thus raising the price to the con- 
sumer by over 70 per cent. The main thing is that 
you don’t rely on the tariff valuation system which has 
given you virtually 80 per cent., but you want 23J per 
cent, protective duty. 

A, That protection, as I explained just now, of 16 
per cent, on a falling market means 30 per cent, and 
on a rising market the other way about. 

13880. Q, Then you want a definite su3n. 

1, Yes. 

13881. Q, Even with you idea of Bs. 16 per candy 
when the price of sugar rises, as regards the cost of 
growing sugar there will -he fluctuation. 

A. But then there is only one figure which is not 
constant. When there is a variable duty and variable 
price, there are two figures which are not »^oastant and 
which make the trade much more complicated. 

13882, Q, You want something* constant. 

A, As much stability as possible. 

13883. Q. Did you rather overstate the case — 
this is an historic point— when you said in your answer 
to Sir Montagu Webb that the German dumping killed 
the Indian industry? Don% you think that it is rather 
due to the competition of Java? 

A. No. . 

13884. Q, What did you mean when you said that 
the German dumping killed the Indian sugar industry? 
Was it an up-to-date factory, industry at the time when 
German competition began? 

<.A. I think that'several factories went into liquidation 
at that time, 

13885. Were they alt well equipped? 

A. Yes. 

13886. Q, Do you think that the manufacturers of 
refined sugar were then as large as they are now? . 

A. Belafively 1 think the consumption of refined 
sugar has increased enormously. 

13887. Q, The proportion of Indian production to 
consumption was about the same as it is now. 

A. Yes. 

13888. Mr. Seshagiri Ayyar, — Q. In one of your 
answers to a question this morning you said that im- 
proved efficiency in the cultivation of sugar would to 
a certain extent benefit the* sugar industry. Do X 
understand you to say that the industry could stand 
competition without the aid of an import duty? 

A. Not at first. 

13889. Q, Although you may endeavour scientifically' 
to improva cultivation you would still require a con- 
siderable degree of protection. 

A. There must be at first I think some assistance. 

13890. Q, I remember last year there was a heavier ^ 
duty. Did that help you? 

^A. We were able to give the ryots a considerably 
higher price for the sugar. 

13891.. Q. So the cultivator and the producer were 
both benefited by the duty. 

A. Yes. I think that most of it went to the culia- 
vator. We pay ore-third of the prevailing price cl 
sugar for the raw a^^icle. 



18892. Q. You thinlc that However mu<fn you might 
attempt to improve the cultivation, you would etill 
require protection by means of an import duty. 

A. I think so. 

13898. Q, It has been suggested before this Commis- 
sion that' India is not able to produce as good a quality 
of sugar as can be got elsewhere, that is to say, there 
is not enough sweetness in the Indian sugar. Is that 
your experience? 

A, I don’t think we have said that. 

13894. Q, I want to know whether that is your 
experience. 

A, I don’t think so. 

13895. Q, You think that India can produce as good 
sugar as you can get from elsewhere. 

A, I certainly think so. 

13896. Q, I believe that there is a growing national 
sentiment in favour of the home product, is it not so? 
1. Yes. 

13897. Q. Would the imposition of a protective 
duty give an impetus to the industry? 

A, I don’t think that it will he very rapid. 

18898. Q. It would help the industry. 

A. Yes. 

13899. Mr. Mani. — Q. 1 understood you to say in 
answer to the President that the tariff valuation of 
sugar is fixed on the average of three or six months. 
Are you sure of that? I understood the Collector of 
Customs, Calcutta, to say that it was based on the 
average of three years and that this was an arrange- 
ment come to between the Government of India and 
traders. 

A* It is altered every six months but I am not per- 
fectly certain as to whether it is fixed on the average 
price of the previous six months or more. 

13900. Q. As far as my recollection goes, that 
system was arranged in consultation with the trade 
and based on a three years average. 

A. I am afraid I am not quite certain. 

13901. Q. The Collector of Customs told us that 
the Director of Statistics compiled and published in 
the Gazette tables which enabled the trade to calculate 
what the duty would he. 

13902. President . — ^Both these facts could be re- 
conciled. “What Mr. Wood says is that the duties are 
, revised every six months. It may be so. Every six 
months the average of the pre-nous three years from 
that date is taken so that every six months the duty 
is revised on the basis of the average of the three years 
preceding that date. 

13903. Mr. Mani.-^Q. The only point I want to 
bring out is that the trade is in a position to calculate 
the valuation beforehand. I gather that that has not 
been your experience. 

- A. No. - 

13904. Q. The Director of Statistics publishes a table 
in the Gazette, from which ybu can calculate the 
valuation.' 

A. 1 am afraid I do not know. 

13906. Q. With regard to the specific duty which 
you recommend of Rs. 15 per candy, do not the quali- 
ties of imported -sugar vary in value? 

A. This duty is recommended on the white sugar. 
18906. Q, Is that the best quality? 

A, Yes; 

1S907. Q. You would also have a varying standard? 
'A. Yes. 

13908. Q. How" many grades would you Have? 

A; About 4 grades. 

13909. Q, Four different rates of duly? 

A. Yes. 

139l0. Q. What will be the lowest rate? ’ 

A. I have not worked, it out. It would depend upon 
the analysis. 

13911. Q. Gan yon tell me what effect a duty on the 
imported refined sugar would have on the prices of raw 
sugar or jaggery? Would it raise the price of jaggerv? 
A. Certainly it would. 

13912.^ Q, i understand that the consumption of 
jaggery in this, country is very much larger |bian the 
consumption of refined sugar. 

A. Yes, it is so at present. 

13913. Q. Your putting a protective duty on refined 
sugar would really tax a very large number of con- 
sumers of jaggery. 

A. Fpr the moment but unless that industry is pro- 
tected, they will not be able to get jaggery. ^Rie jag- 
gery industry with no protection ig, a dying industry. 


In times of very low prices of sugar, sugarcane is not 
grown and the palm trees are not tapped every season. 
It does not pay* the grouer. 

13914. Q. There you are exaggerating. No cane is 
grown in India? 

A. I don't say that. It depends entirely upon the 
amount of labour or the amount of surplus of labour 
for that sort of work, but the tendency is for produc- 
tion to fall off at once. ^ 

13915. Q. But the statistics do not point to the 
conclusion of a dying industry. 

A. Did yon refer to 1902 figures or somewhere about 
that time? It is our experience here — I cannot go 
further afield as I am afraid I have not got the Imow- 
ledge to do so — ^but unless we can pay a certain pricerio 
the tapper of lb© palm tree he does not bother with it at 
all. There have been years when we have not been 
able to pay the price and the result is the trees are not 
tapped. In the same way when the price of sugar is 
low and we can’not afford to pay a high price for cane 
jaggery, next year the cane is not grown and some other 
crop is substituted, Paddy and cane are inter-changed 
in this part of the country. 

13916. Q. Your point is that if protection is not 
granted to this industry, the jaggery will be’ supplanted 
by foreign grown refined sugar. 

A. In time, yes. It won’t be immediate. 

13917. Q. It is a new view to us. Do you take sugar 
from jaggery or direct from cane. 

A. Both. We have a cane season. In Southern 
India cane is crushahle for about months. During 
that time we make sugar practically direct from the 
cane and any cane which is not within the reach of the 
refinery is made into jaggery and later made into sugar. 

13918. Q. Do you use palm? 

A. Also palm. 

13919. Q. How do you use that? 

A. It is mostly boiled into jaggery first. 

13920. Q. And then refined in the mill? 

A. Yes, because the trees are so widely planted, 
I mean the juice will not stand long transport, it fer- 
ments, so only the trees *round the factory can be 
tapped and the juice made into sugar direct. 

13921. I understand it is rather a wasteful pro- 
cess to refine sugar from jaggery? 

A. It is not the most economical. If you can refine 
direct, you eliminate one process. 

18922. Q. You are driven to that process by the 
climatic conditions* 

A. Yes. 


18923. Mr. Jamnadas Dwarlcadas. — Q. You say that 
you would rather have a specific duty of Rs. i5 per 
candy than an ad valorem duty of 15 per cent, and that 
is because there are constant fiuctuations in the price of 
sugar. 

A. The present system of charging' duty is one of the 
causes of fluctuation. 

13924. Q. What are the other causes? 

A. Another^ cause is the original cost of imported 
sugar. The rise and fall in the price .of imported sugar 
regulates the rise and fall in the price of Indian sugar. 

13925. Q. Because of the constant fluctuations in 
price, you prefer a specific duty. 

A. I think that it would help. 

13926. Q. Do you think that there will always be 
fluctuations in the price of sugar to Justify a change 
frotn an ad valorem to a specific duty. 

A'. I think 'thai the specific duty is preferable, but in 
view of what Mr. Mant anA ^her members of the 
commissxbn ^id just now 1 am perfectly prepared to 
reconsider that point because if the duty at present 
arranged is based upon the prices of three years, it is 
not so varying as I imagined. ’ ^ ~ 

18927, Q. Sir Maneckjee Dadahhoy.'-^Q. In your 
opinion the^ sugar industry requires' steady fiscal sup- 
port Gi^ending over a number of years. 

A. Yes. 


13928. Q. You recommend a 15 per cent, quanti- 
tatzve duty instead of an ad valorem duty. 

A., Yes. 




* VXJLCbU xo 


for the protection of the industry? 

A. Yes. I don’t say that it is the best way of pr 

suffi^Senriy protecting it ar 

139S0. <3- You don’t want any further protecMoa, 
• a } ^0“!® assistance to be given to tl 

mdu^ in the way of nursing ibe ryot, teaohinff tl 
lyot to grow the right l^nds of cane. ® 
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18931. Q, TEen as regards the quantitative duty, 
would it be preferable to an ad valorem duty in normal 
conditions when prices are steady? 

-4, I am not^erfectly sure that it would. I would 
like to consider that question further. 

18982. Q, You are aw’are that the cost of manufac- 
turing sugar in India is greater than in any other 
country in the^ world. What recommendations would 
you make to this Commission to enable the Indian fac- 
tory to hold its own against foreign competition. 

4.. I think that large areas of cultivation in one 
place are the only way of getting prices down. 

18988. Q, Do you think that large blocks must be 
acquired ? 

A, Yes, by factories. 

18984. Q, Grovemment must help in acquiring large 
blocks. 

A, It is not for me to say. 

18985. We would like to hear your opinion. 

A* I don’t think that it is possible to any large 
extent. 

18986. Q. If your cost of production is greater than 
that of any other country in the w^orld, how will this 
protection help you^ I should like you to make this 
point clear. Why should this industry be supported? 

A, Unless India can grow cane in large blocks I 
don’t think that it can ever produce sugar cheaper 
than any other nation. It is already protected by 
freights which the other people have to pay. 

18987. Q, To that extent it is protected? 

/4. Yes, and with its cheap"* labour, its cost of pro- 
duction in time should come very near the cost of pro- 
duction in other countries. 

18988. Q, Is it not a fact that the ocean frieght is 
partly neutralised by the railway freights in India? 

A* I don’t think so. 


13939. Mr. Naroitam Morarjee. — Q, jDo you hot 

make sugar from palmyra trees? 

A. Yes. 

18940. §. Is it not cheaper than what you could 
make from sugar cane? 

A, No. It is moi'e expensive. 

13941. Q. Is the yield less? 

A. It is very difficult to compare the two. In one 
case we are buying canes by tons and in the other we 
are hiring trees. 

13942. Q, But you have not to look after the' 
palmyra trees as you have to look after sugar cane 
fields? Have you tried to make sugar from palm^a 
trees? 

A, We do a lot, but the trees are not ours. All I 
can say is that the jaggery which we buy and which 
is from the palmyra trees is more costly than the jag- 
gery manufactured from our sugar cane. Moreover it 
is a very laborious process. Each tree has to be climbed 
to get the juice, the tapping has to be done every 
day for the juice and at the same time very small 
quantities are extracted. 

18943. Q. Is the sugar better than cane sugar? 

A, It is just as good as the cane sugar. 

13944. Mr. Coyajee. — To what causes do you 
attribute the increased cost of production in Java? 

A. The rise in world prices to a certain extent, 
the cost of fertilisers and food prices. 

18945. Q. In the same period has the Indian cost 
of production gone up also? 

A. Yes. 

18946. Q. Is it to the same extent of 50 per cent, or 
more or less? 

A. I do not know by how much, but it has certainly 
gone up considerably. 


SUPPLEMENTAEY STATEMENT. 


18947. Q. With reference to my evidence this 
morning, I find that the basis for the import duty on 
sugar is the average price of sugar during the previous 
1 year ending September. 

I would like, therefore, to adhere to my advocacy 
of a fixed duty based on quantity. 

The present system produces two variables, i.e., the 
duty and the sugar cost and it is to the benefit of the 
Indian sugar producer to have stability, not^ constant 
price variations. 

I forgot to mention that the sugar manufacturer 
has "to indicate, nearly one year before he receives his 
material (cane), to the grower a minimum price 


which he will pay, and it is therefore very necessary 
for him to have as correct an idea as is possible at so 
distant a date of the price which will rule for Foreign 
sugar when he starts cane crushing. 

The fixing of the duty at a definite sum of money 
will materially assist him in this respect. 

In advocating Bs. 16 per candy of 600 lbs. as. the 
duty for white sugar a figure is mentioned which is 
known from experience, to be sufficient to protect the 
industry from all but dumping. 

An ad valorem percentage which would produce 
the same result ai present is quite liable to be found 
unnecessarily high under conditions of short supply 
and consequent high prices. 


Witness No. 95. 


B« PAFAIYA CHE1?TY, 63, Ooflown Street, Madras. 
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18948. Q. 1. I favour a policy of protection as long as 
India remains an importer of man nfactuved goods. Eetalia- 
tory m^asnres cannot be resorted to by other countries, as 
India chiefly exports only raw materials. It cannot he to. 
their advantage to tax our raw materials, as they require 
them very badly. Even supposing they choose to tax, the 
export trade of India will be discouraged and that may be 
an additional stimulus to our industries. 

_ 13949. Q. 2. I consider that tarilf provides a more suit- 
able form of taxation for India, than direct taxation. If 
fresh taxation were necessary, I would prefer an increase 
in customs to an increase in the direct taxes. Direct taxes 
have reached the maximum and they can no more be in- 
creased without causing deep discontent. For example the 
ineome tax has been raised to a level which is too high for 
Indian conditions. 

13950* Q* 3. Indian merchants are generally poor. They 
do business with small capitals and depend upon it for their 
all 6 or 7 per cent, dividends cannot keep them up 
because such diwdends upon small capitals come practically 
J;o nothing* The Indian merchants have therefore to depend 


for their existence on profits more than on mere interest* 
Besides the Indian joint family system has produced few 
earners, and many dependents. Large families consisting 
even of grown up male members either wholly depend 
upon one businessman, or tho members thereof wt/rk in 
the same firm as mere assistants to the^ principal. Among 
people that possess a social status, this difficulty is more 
Keenly felt. 

13961. Q- 4. Again it is only after decades of faithful 
service, that one can get any share in the profits of private 
Indian firm | — even a sixteenth share. Therefore, when a 
merchant is obliged to pay to the Government more than 
even such a share as this, the merchant naturally feels it 
as a great hardship imposed upon him. ^ The Government 
necessarily looks very exacting and hard in the levy of the 
tax. If the same person pays it in the form of a slightly 
increased price upon the articles of consumption, he does 
not see the interference of the Government with his inceme-. 
He pays it quite in an unconscious manner. 

13952. Q. 6. But it may be argued that an indirect tax 
affects equally both the rich and the poor. Jf the artioks 
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ol taxation are properly chosen, it does not do so * Some 
articles ate consumed both by the rich and the poor and 
some by the rich alone. If it is thonghl that the poor are 
already paying too much, articles of luxury may be taxed 
and vice versa if that holds good. 

13953. Q. 6, If a duty is imposed on an article imported 
from abroad and if it is done so for the purpose of protecting 
the industry, the levy of an excise duty upon its Indian 
manufacture will defeat the very object of the import 
duty. If the industry in India is in a dourisLing con- 
dition fearless of foreign competition, if there is suflScient 
competition in the country to make the manufacturer sell 
the articles cheaply' with a small margin of prodts, and it 
its foreign import has fallen so low as to make the cus- 
toms revenue exceedingly small, then, excise duty can be 
resorted to as a measure of necessity for revenue purposes. 
Otherwise the imposition of an excise duty will either 
enhance the prices that are already high, or lower the pro- 
fits of the manufacturer, injuring the consumer in one 
case and the eiiterpreneur in the other. 

13954 Q. 7. I am, therefore, of opinion, that excise 
duties should only be levied only when an industry is well 
developed and well established in the country. 

13955. Q, 8. The imposition of excise duties purely as 
revenue measures, or as free trade measures, is suie to tell 
upon the prices of the articles concerned except in cases 
where the protection allows the Indian manufacturer to 
^make very large profits that can divert the incidence of the 
taxation from upon the consumer to the producer. This 
contingency is not likely to arise in India for some time to 
come even if protection be forthwith adopted. 

13956. Q. 9. There are several adrantages to the 
country from a protective tariff. The industrial develop- 
mentofindia is so backward that no progress can be 
attained without a stimulus. If indian industrial progress 
is compared with that of the other counuir-s, India has not 
been able to achieve in 15 years whafc Japan did in 5 years. 
Yarious causes have contributed to this stare of affah*s. 

Indian labour is not well trained. Exports are not 
found in India for any industry. If one wants to start 
a factory, one has to first import an expert from abroad 
even before the estimates aie prepared. With regard to 
capital, Indian capital i s not mobile, for the obvious 
reason that there is not much of it. There does not 
exist in the people, sufficient enterprising spirit to 
subscribe for a concern at a mere call. People tliink 
more of the risks than of the benefits of investment in 
industrial concerns. They are reluctant to experiment 
with the little! they possess by investing upon concerns, 
whose merit has not been proved, and whose expected divi- 
dends are not very attractive. 

Therefore, the only way of attracting capital and creat- 
ing enterprise in the people is to create a prospect of fairly 
large dividends. This can be achieved only if the imported 
article is made to sell at a higher price than the indigenous 
one. It may apparently mean a rise in prices but in fact 
the indigeuous article does not rise in price. Even if it 
rises, it will be a temporary phase, because when the 
industry proves a success, more factories will come into the 
field and competition will check the rise n prices. Airthis 
can be achieved only if the industry is ’’protected by a 
tariffi. 

In the- infant stage of an industry, the price of the 
manufactured article will not only be slightly higher than 
that of the imported one, but also the quality slightly 
lower. Unless 45hecft is a difference in the selling price of 
the two, the indigenous cannot he markeited. If the 
import of the article subjected to a protective taiiff, the 
necessary margin of*difference is, attained and the indigen- 
ous article wilT be in demand. It does not follow that the 
indigenous articles will rise in price but all that it gains is 
an easy sale owing to its comparative cheapness. So for 
the consumer there is not so much of sacrifice of money as 
of . quality, in the purchase of the indigenous article. Even 
this is temporary, until the industry becomes more efficient 
and more developed. 

Many other advantages follow ,a protective tariff. As 
the raw produce of the country will be manufactured in the 
country itself, there is an enormous saving in the shipping 
charges now paid to foreign shippers, for the export transit 
of the raw material and the import transit of the manu- 
factured goods. Indian labour will find better employment 
and the labouring classes will have no necessity to emi- 
grate. The money chat now reaches the foreign labourer 
will find its place into the pocket of the Indian labourer 
himself- Better demand for labour will cause belter wages 
and as a result of this better living for the poorer classes 
and other resultant benefits will follow. Instead of a buy- 
ing country of manufactured goods, Indi<a incoui'se of time 


can become by a protective policy of tariff a selling couhti’y 
of manufactured goods. As a producer of enormous^ quan- 
tities of raw material India can reach this position i£ only 
its industries are given a stimuhis by tariff legislation , 

13957. Q. 10. I look forward to India becoming in time 
independent of other countries in regard to almost ail her 
requirements of manufactured goods. I use the word 
“ almost bec.'iuse, fnere may be certain a» tides which 
cannut be manufactured in India, but even such can be 
replaced by good substitutes of Indian-make. If there are 
things which cannot he substituted by indigenous articles I 
think than they would be so negligibly small in number and 
uninQ]jOrtant in character that they need not be taken into 
consideration in the adoption of a fiscal policy, 

13958. Q. 11. When a policy of protection is adopted 
for India and when India is considered to become in time 
independent of other counirics for almost all her require- 
ments, I do not see the necessity of making any exceptions 
in the imposition of the protective duties upon imported 
manufactures excepting machinery and such other articles 
essential for construction of factories. 

1?959. Q. 14. How is to be found whether an industry 
is likely after a period to be able to face foreij^n competition 
without assistance or not ? Mere estimates cannot be 
relied upon. None can foretell the success or failure of 
an industry before a factory is seen in working order end 
before examining the qaality, price, marketability of the 
produced aiticle, the demand for it and other advan- 
tages or disadvantage^^ that the industry might be found 
to possess after it has been started. There are few Indian 
experts that can correctly estimate the results of an 
industry even before it is ^established. Foreign experts 
cannot be much relied upon as the natural and the climatic 
conditions of this country may not be in many respects 
similar to their own. So the likelihood of success or failure 
of an industry cannot be known before the establishment 
of the industry. Failure or ^success can be known only 
after working it a number of years under sufficient protec- 
tion. 

13960. Q. 15. I would not mind. I should like to pro- 
tect India against the imported articles at their lowest 
prices. To that extent pj ofcective tariffs must provide. 

13961. Q. i6. The hand industries of India must be 
maintained. The cotton handloom industry has proved the 
necessity of its existence by exporting its handkerchiefs 
even to tke best weaving centre of the world, Manchester# 

^ The Indian poor are not yet fully! accustomed to factory 
life. The majority of the villagers have a sentimental 
disinclination to leave their “ happy homes," for enlisting 
in factorial service. ^ The Indian labourer is quite 
contented with the simplb food begets from his little 
earnings which he can make at home. He does not 
care for higher wages accompanied by higher expendi- 
ture. He chooses to remain his own master. He prefers 
his little cottige in the village to a house in the city* This 
disinclination is more among women folk. The hand in- 
dustries furnish all such people .with a living. The hand- 
loom with the introduction of the fly shuttle has become 
a very rapid and au efficient machine of production. 
Weavers who could not weave a yard of cloth before the 
introduction of the fly shuttle are now able to weave even 
6 or 7 yards per day with the present improvements. 

The hand industry needs no specialisation of labour. It 
gives the woikman the satisfaction of producing a whole 
thing by himself instead of a part as in a factory. Deve- 
loped as an art, handicraft improves the ingenuity of the 
workman. In^this connection, I should like to propose 
the establishment of ' a linked system * which is adopted 
for the handloom industiy in Switzerland. There, a num- 
ber of handlooms are linked to a factory w hich does all 
preliminary w.»rk of spinning, waipiing and beaming and.the 
weaver begins his work direct with weaving. By this 
system the weaver saves a lot of time which he used to 
spend upon the processes uneconomically and is thus able 
to produce more cloth than before. ' It will of course take 
a long time to make the weaver suit himself to these 
modern methode, but yet a beginning in th's direction 
should be made to facilitate the work of the weaver and 
thus make his production more rapid and more perfect. 
Demonstrations shonid be made to the village .weavers 
showing them the advantages of the improwed looms and 
the improved shutt*e changing devices of the modern 
bandloom. The Government of Madras has been able to 
do a good deal in the improvement of the handloom and 
has also made a beginning -in the matter of demonstrating 
its improvements# A further effort is necessary in the 
line of factorial assistance to the industry to make the 
handloom a more perfect- machine of production. 
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13962. Q, 17. India is a country extending over an area 
of millions of square miles, with its mercantile population 
consif^ting of people of di:Eerent sects and languages distri- 
buted throughout the country. The capital cities of its pro- 
vinces about which industrial centres would probably rise up, 
are thousands of miles apart from one another. The mer- 
chat^ts of one province rarely meet those of another and 
thus the interchange of ideas between them is impossible. 
No combined action can be expected from industrialists 
whose chances to meet one another are extremely few. 
Union cannet exist among merchants at Capo Comorin 
and those at Mimalayas. 

Further if an industry becomes a profitable one, com- 
petition cannot but arise by the establishment of more 
factories. It may be here questioned why more cotton 
mills have not been established in sufiicient numbers to 
divide the existing high scale. of profits among them. 
Besides the difficulties of procuring machinery from abroad, 
normal conditions of trade are not believed to be yet pre- 
vailing in the markets. Everybody is afraid of to-morrow. 
No merchant relies upon the steadiness of the present 
Manchester market. Cotton piic'^s are constantly changing. 
Several other causes contribute to this belief among 
merchants. Elsa a large number of cotton mills would 
have by this time been started, and competition completely 
establ ished. 

So there is no likelihood of protection leading to 
combination among the manufacturers to maintain a guasi- 
monopoly price. 

13963. Q. 18. The possibility of foreign industrial firms 
endeavouring to establish themselves in India to get the 
benefit of the protective tariff, exists, only if sufficient 
number of factories are* not forthcoming with indigenous 
capital. There is no reason to expect such state of affairs 
provided an industry has sufficient attractions and probpects. 

If, owing to the large command of capital, better enter- 
prising spirit, and satisfaction by even a comparatively 
lower rate of dividends, foreign industrialists are likely to 
establish industrial concerns in this country, the Q-overn- 
ment should by all means encourage the ehtabiishment of 
factories with Indian capital by granting large loans at 
low inteiest giving transport facilities and other kinds 
of assistance, even before the establishment of foreign 
industrial firms. By this means the Government * can not 
only create a number of Indian factories but also remove 
the scope for foreign enterprises coming into India. 

If even after the Government taking all the possible 
precautions, foreign industrial firms are established here, 
India will not lose so much as it would if it depends for 
its supplies upon foreign imports. The wages are paid to 
the Indian labourer and no shipping charges, are paid to 
foreign shippers. On the profits realised, taxes are collected 
by the Government of our own country. 

1396'4. Q. 19. Under a general system of protection there 
can be no acute question of interests. If for instance both 
spinning and weaving industries are protected, the weaving 
industry can'^ have no complaint against spinniug inas- 
much as protection is given to itself also on a reasonable 
scale. All that it cau complain of is that spinning 
industry is more favoured by protection than weaving. 
If that is -the complaint, the weaver has the remedy in his 
own hands. He^ can spin his own yarn. Generally this 
is done even under the existing circumstances. I therefore 
think tbah there is not much room for such disputes 
among industrialists and even if such disputes arise, there 
would not be much difficulty in adjusting them. 

. 13965. ^ Q* 20. As I have already stated, the sacrifice on 
the part of the consumer is not so much in money as in 
quality of the article. The iudigenous article being generally 
lower in quality in the initial stages of an industry than the 
perfected foreign one, it only requires a margin of 
difference in price which is provided for by the protective 
duty. I do not say that there will be absolutely no rise 
in the price of indigenous article* In soma cases a rise 
m price may take place under protection which miiy be 
^^Je^ual to the whole or a part of the protection afforded. 
Any such rise is passed on to the consumer. 

13966. Q. 21. The rise in prices caused by a protective 
tariff is in most cases temporary. The indigenous article 
which is lower in quality and higher in price before protec- 
? iubh is given to it, takes some time to become perfect in 
l 4 ha anufacture. As the industry develops and more similar 
^afetories come to compete, the price goes down. So the rise 

temporary, 

l39t>7. 22. Yes. The consumer whom a rise in prices 

is likely to affect is -ordinarily the wage earner. By an 
expansion of indigenous industries he profits materially and 
therefore a rise in prices is not necessarily a disadvantage 
evto to the labourer. 


13968. Q. 23. I am l prepared to accept a rise in prices 
even in tbe case of a necessary. The rise in the price of the 
protected commodity within the protected area is more appa- 
rent than real because in proportion to the rise therein or 
very near to that proportion all other prices including the 
price of labour are bound to appreciate by better condirfona 
induced by protection. To illustrate, the cloth manufac- 
turer who makes better profit and the wage earner in that 
trade who earns increased waaies do make a greater demand 
for other articles of consumption such as refined pottery, 
umbrellas, shoes, etc., and these in their turn would rise in 
value and thus there is a merry-go-round conserving the 
wealth of the land. 

13969. Q. 24. The increase in the tariff rates would tend 
to increase the cost of living first to the middle and richer- 
classes and then to the industrial wage earners and rarely 
to the agricultural wage earners, 

(cf) The industrial wage earner li^es in towns and his 
requirements are somewhat different from those of the 
agricultural wage earner living in unsophisticated villages. 
He is sufficiontly keen upon any increase in the cost of 
living and he never hesitates to demand increased wages 
equal to the increased cost of living. The industrialist 
has but to grant and the labourer gets it positively. 

(h) The agricultural wage earner is rarely affected by 
a rise in prices, as he rarely consumes imported articles 
except some necessaries like cloth, etc. If a general rise in 
prices occurs and extends even to food-stuffs, the agricul- 
tural labourer is not even then affected because he gets 
his waees in kind but not in coin. 

(c) The middle classes are most affected by increased 
cost of living. They demand increased wages and they are 
generally granted increments though not fully equal to 
the increase in the cost of living. By instalments, their 
salaries rise and they would slowly get the full required 
increment. This is what happened during the war. 

13970. Q. 25. A policy of protection for India would for 
a long time to come not only decrease her foreign imports 
but also her exports. Sufficient demand will be created in 
the country for her raw material which is now being expor- 
ted abroad. The total of her foreign trade will heavily fall 
until the industrial development reaches a point where she 
will begin to send out manufactured exports. The coun- 
tries which now depend upon India for the supply of raw 
material will have finally to get from her .a supply of 
manufactured goods. Her imports for long would be mainly 
machinery and tools. 

^ As it IS, India now pays foreign countries for labour, 
shipping, insurance and several other charges, all by her raw 
produce. Until a year ago she was having a large balance . 
of trade in her favour which meant that she was paying 
her dues for her invisible imports with that favourable 
balance of trade. As industrial development of India 
progresses, her invisible imports will fall . and thus she 
would save for herself the enormous amount of Her raw 
material which she now exports to meet her dues for the 
invisible imports. Her commercial position would 
then become more sound and she would become a supplier 
of manufactured goods to a considerable portion of the 
world. She will turn out to be a creditor country instead 
of a debtor country as at present. 

There may be a position taken up that the import trader 
may suffer materially. In reality, it is not so. Naturally 
he will take the indigenous goods as ' substitute and will 
equally trade in them. 

13971. Q, 26. As far as I can think of, I do not believe 
there is any necessity for bargaining at alias no retaliation 
is possible for other countries. If ever she would require 
anything from them, it would mainly he machinery and 
tools which even if costly do not matter much. They 
are bought once for all and the replacement of parts 
may be easily arranged for , even here. India may also 
depend upon other countries for some luxuries like motor- 
cars, etc., for a long time to come but if those countries 
protect their goods India may as well get on with a restric- 
ted quantity of them. 

So there is no necessity for the existence <Jf a tariff 
which could he used as an instrument for bargaining with 
o-ther conntries. 

13972, Q. 29. I can see that there is a necessity for *a 
permanent organisation for investigating the claims of 
various industries to protection from time to time. The 
only difficultjr.that stands in the way of a permanent orga- 
nisation is this. The members thereof having to he of neces- 
sity industrialists themselves may develop Vested interests 
and the very purpose for which the organisation is set up 
may be defeated. Therefore I would suggest that while th 
routine of collecting and keeping information up to dat 
may be left with the indusitries department, temporary com-. 
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toissioBB may be periodicall7 constituted to settle tbe claims 
of tbe several industries and readjust tarifl rates. 

13973. Q. 30. I think that export duties should be im- 
posed mainly for the purpose of raising revenue except under 
special circumstances, I do not advocate the levy of a 
heavy export duty, for tbe purpose of making the exportable 
articles cheap in tbe country. Such duties cause discontent 
among the agricultural classes who are not sufficiently 
educated to appreciate the real purpose of such an imposi- 
tion. 

The imposition of a i^rotective duty upon imports react 
upon the exports. The discouragement of the itnpcrt of 
manufactured goods will result in lessening the demand 
for our raw material in other countries and thus the raw 
material being less in demand will be sold cheap in the 
country. 

13074. Q. 32. Iso. 

1S975. Q. 33. I should favour the imposition of an 
export duty on food-stufis only in times of famine. But as 
export may even be prohibited in such cases, a general 
scheme of heavy export duties on food-stuifb need not be 
considered. 

13976. Q. 34 This is a question that I consider does not 
arise at present except in the case of jute manufactures. 
\Ve export no other manufactured article in large quantities. 
An export duty on raw jute is certainly welcome as a 
retaliatory measure because we practically possess a mono- 
poly. 

13977. Q. 35. According to the latest figures available, 
66 per cent, of the total import trade of India is with the 
British E««pire,‘ 61 per cent, of India’s imports are from 
the United Kingdom and 5 per cent, are from the other parts 
of the Empire. Even in the export trade, 43 per cent, 
of India's total exports ai‘e to countries within the British 
Empire. If the principle of imperial preference is adopted 
for India, taxing the imports from. the United Kingdom 
and other parts of the Empire lightly and those of other 
counh'ies heavily, it would mean nothing but allowing no 
protection to India’s industries to the extent of 66 per 
cent. The following figures will speak for themselves. 

Percentage share of the United Kingdom in tbe total 
quantity of goods imported into Inaia. 


Goods. 

1913-14. 

1919-20. 

1920-21. 

Pieoegoods ,,, 

97-1 

90*3 

85-6 

(2 power standard). 

Machinery ,,, 

... 

69*0 

96-0 

Kardware 

57*0 

47-0 

58-0 

JPaper, etc. ... 

66*2 

£7^4 

42-8 

Chemicals 

74-7 

75*8 

76-6 

In exports a 

similar state of things 

exists. In 1919-20 


more than 60 per cent, of India’s raw jute export ti*ade is 
with the United Kingdom. 

So if imperial preference is adopted for India it is sure 
to prove prejudicial to the fostering of Indian industries 
which require protection badly. It is true the United 
Kingdom allows some couoessions in taxing tbe Indian 
goods but it is to lier own interests as sbe requires our raw 
material to manufacture and sell back to India. Therefore 
by imperial preference England will be benefited at the 
expense of India. Ko sound fiscal policy should be on the 
•lines prejudicial to the development of Indian industries. 

So I am opposed to imperial preference on the ground 
that it is unsuited to the Indian conditions. 

1397S. Q, 43. , I am interested in the pencil industry, 
ae a partner in the Madras Pencil Factory. 

13979. Q, 44. Yes. I consider that there are natural 
advantages for the industry ia India. The most important 
raw materials that the industry requires are graphite, clay 
and wood. The first two are available in India to a large 
extent and there is practically no trouble about them. 
With regard to wood, there is at preseut some trouble* 
Wood has to be imported from South Africa and Americ-^ 
and the sudden adverse turn of the rupe'e exchange has 
affected the rupee prices to a large extent. We were able 
to manufacture pencils at a much cheaper rate duriug the 
war than 'now owing to the exchange conditions. ' We 
have tried several country woods and the Government of 
Madras has rendered considerable assistance to us in this 
direction. I cannot say that onr attempts have proved 
completely useless as we have every hope that country 
wood which will suit our purpose can be found out. A 
^certain amount of process has been attained and before 
loner we may be able to dispense with foreign wood to a 
very large extant. Had it not been for the depreciation 
of the rupee, we could have made progress even with the 
foreign wood. But the sudden fall in the value of the 
rupee haa forced us to investigate into the possibility of 


replacing the foreign wood as a result of which a better 
prospect for tbe industry is in sight. ^ , 

Besides, there is a vast market for pencils in India, the 
quantities required by the Goveriimont alone being 
enormously large. 

13980. Q, 45. Yes. The industry is of substantial im- 
portance to India. At present more thfvn 90 per cent, of 
the pencils Ctinsumed by India are importt'd from Japan, 
Austria, Germany, America and England. I have not been 
able to get the exact figures of India’s imports in pencils, 
but I am sure India is not manufacturing even ^^^th of 
tbe quantity consumed by her. When compared to the 
cotton mill industry, the pencil industry requires^ only 
small capital which I think is not difficult to raise, if the 
industry proves a profitable one. 

13981. Q. 46. I cannot say. 

13982. Q. 47. For the sale of its output the industry 
dt^pends at present only upon the local markets. It has a 
great scape to find its way into other countries al'^o. 

13983. Q. 48. Japan is the principal competitor and Ger- 
many, Austria, America and the United Kingdom come next. 
We have to sell our black iea>i pencils for instance at lis. 6 
a gross while American, Austrian and o'er mun pencils of 
the same quality are selling at Rs, 4-8 and Japan even 
less than Rs. 4. Though the quality of our pencils is 
superior to that of foreign ones and our prices sometimes 
equal, the public hasitate to buy our goods on account 
of the long standing name that foreign ones enjoy. It 
mil take some time to remove this prejudice from the 
consuming public. 

This competition is felt in regard to all kinds of goods, 

13984. Q. 49. Japan has special advantages with regard 
to wood. On account of Japan’s general policy of subsidis- 
ing its industries and helping in several other ways, the 
industry received a great impetus in the beginning and hence 
is now in a position to compete with not only India in the 
Indian markets but also with every other country. Thirty 
year« ago, Japan suffered for want of wood to make her 
pencils but she having* brought seeds and grafts from 
South Africa has been able since then to gradually 
develop the growth of the suitable wood for the purpose 
of her pencil industry. 

If proper wood is not found in this country I think 
the Government should undertake to take similar measures 
here also, 

18985. Q. 50. Yes. Especially against Japanese, Austrian, 
German and American goods for tbe pi esent. The figures of 
prices that I have given in my answer to Question Ho. 48 
may be taken as the basis, as tne same proportion extends 
to almo.$t all qualities of pencils that we make. 

Our price with the lowest minimum of profits is Rs. 5 
per gross wholesale. American, Austrian and German 
prices including a duty of 11 per cent, are Rs. 4-8 per 
gross. So their prices without duty arc about Rs. 4 while 
Japan can sell betaeea Es. 3 and Es. 3-8 if no import 
duty is charged. So tbe free of duty prices are a.s 
follows 

Madras. Other Countries. , Japan, 

Rs. Es. Es. A. 

5 4 8 4 

If 25 per cent, ad valorem instead of 11 per cent, as at 
present upon the pencils of Austria, Germany and 
America, and 33| per cent, ad valorem in the place 
of the present 1 1 per cent, upon the J apanese pencils, are 
levied, we can freely market) our pencils at the existing 
prices against ihe competing ones. Though Japan’s price 
will still be lower, I think, the suggested duty will 
improve the .conditions much, as the Japanese pencils are 
not of good material and their leads are easily broken. 

If this protection^ given, our pencils will captain the 
markets in a short time and they can make an indepen- 
dent stand in a few years af ler which assistance can be 
withdrawn, , , 

1398C. Q. 51* Protection is necessary only Until the 
industry evolves out of its infant stage and until some raw 
materials are found available in the country, Tbe pencil 
industry us not so hopeless as to require continuous protec- 
tion for ever. , . ^ , 

13987. Q. 53. I don^t think that the industry is suffer* 
ing from dumping. , ' . 

13988. Q* 56. The industry has been started and has 
been in active work in Madras only for the last two years 
and a half ; so I cannot say the effect of the recent tariff 
changes upon the industry* 

13989. Q* 57. The industry has practically nothing 1#^ 
dp with export, duties* t ^ ^ 

13990. Q, 58. Ha finished product of the industry is 
need as the raw material for other industries* 



699 


18991. Q. 69. The iudastry does not nse as its raw 
material tho finished produet of any other industry. 

13992. Q.^ 60. I would prefer a sy{?tem under which in- 
dustries receive varying amounts of protection in accordance 
with their needs. I am of opinion that a uniform protection 
for all indui'tries may produce undesirable results as under 
such a system some industries may receive so much protec- 
tion that the prices of the articles abnormally rise while 
others may not derive sufficient benefit to make a progress. 
Each industry must he judged oh its own merits and 
drawbacks^ and must be prelected to the extent it deserves. 

13993. Q, 7C. We import cotton piesegoods from 
England. ^ 

33994. Q. 71. T do not think that the tarifE changes on 
pieoegoods could have any appreciable effect upon tfie quan- 
tity of their import since 191(5. Owing to the war the prices 
have so abnormally risen that any change in duties was 
negligible, A piece of 20 yards which before 1916 was 
selling for Es. 6 rose to Es. 24 in the latter years of the 
war. This is an increase of 300 per cent, upon the origi- 
nal price. The quantity of piecegoods imported since 1937- 
18 has heavily fallen though its value has not. I give 
below the figures of tVe j)iecegoods import both for quantity 
and value 


Year. 

Quantity in 

Value in 


yards. 

thcusarxda of rupees. 

1913-14 

3,159,304 

57,59,61 

1917-18 

3,523,422 

48,78,t?9 

1918-19 

1,097,375 

48,54,41 

1919-20 

1,063,684 

51,23,12 

1920-21 

1,491,248 

82,91,51 


From this it can he seen that the quantities imported in 
the years 1913-14 and 1920-21 are in the ratio of 2 : 1 
vhile the values are in the ratio of 2 : 3. So the reason for 
the decrease in the quantity of imports into India is not 
the* increase in duties but it is the increase in prices that 
caused the heavy fall, 

13995. Q. 72. An appreciable increase in the present tariff 
rates would diminish the piecegoods imports from Japan but 
not those f rcim England. The J apanese import of piecegoods 
has remarkably risen during the last 7 years. In 19IS- 
14 only 3 per cent, of our total piecegoods import was from 
Japan u bile in 1920-21 it rose to 11’3 per cent. I think 
the mill industry of India has a serious menace in Jnpianese 
competition. Eoth the Indian and Japanese milk produce 
cloth and yarn of lower counts. There is practically no 
competition in this trade between India and England. So 
any increase in the present tariff rates will not so much 
affect the import of English goods as it would the Japan- 
ese. 

13096. Q, 73. (a) If preference were given to British goods 
by maintaining the existing rates for foreign piece-goods and 
reducing it for British goods, the import trade will not be 
altered. The Japanese competition will remain as it is. 
British goods cannot be expected to he imported on .a 
larger scale than at present by any such preference. I 
cannot say if it would give room for British imports in 
lower counts which may form competition to the Indian 
mills. In the higher counts which form the bulk of the 
prSent trade with England the prices are still 200 per cent, 
higher than the pre-war prices and any remission of 3 or 
4 per cent, in the waj of preference is not likely to pro- 
duce an appreciable effect on their import. While nothing 
good in this way can result for either country, the hopes 
of the Indian mill industry extending to fi.ner counts will 
he hampered. Besides this, there would be a fall in4he 
customs revenue. ^ * 

(5) If the preference were given by maintaining the 
existing rate for British goods and enhancing it for foreign 
goods, the import of British goods will stand aj? it is while 
that of foreign goods will fall, they being replaced by 
Indian mill prodnetion. 

(c) If the preference were given by ^ raising the rate for 
foreign goods and reducing it for British goods, the import 


of foreign goods will fall as I have stated in my answer 
to sub-question (h) and the import of British goods will 
continue as it is, probably affecting the Indian mill trade 
if the import of British goods extends to lower counts. 

13997. Q. 75. What effects imperial preference may 
have upon the import trade of piecegoods, I have said in 
my answers to Question No. 73. It may not have the same 
effect u^on the import of the other commodities. In the 
case of several commodities other than piecegoods, I think 
it may merely tend to alter the ‘ proportion in which the 
imports are nqade from foreign and British countries. 

13998. Q. 76. T do not think that any undesirable results 
will follow from divertinj^ the source of Indian imports from 
foreign to British countries. But at the same time it does 
not better the present industrial position of India. 

13999. Q. 78. Intlie case of piecegoods, there is no 
other system that can work better than one of ad valorem 
duties. If duties are levied per lb. or per yard* of clotb, they 
will fall very unequally upon the different stuffs least affec- 
ting the costlier clotlis and most affecting the cheaper ones. 
As piece-goods is an article that is of necessary use for every 
■ class of people the unequal effect of duties per unit weight 
or per unit length cannot be neglected. 

During the war the ad valorem si stem has caused 
trouble to such of the importers as used to sell on forward 
contracts. In the case of such an importej both his buying 
and selling prices are fixed long before the goods arrived, 
and expects a certain amount of profit of, say Es. 500 on a 
consignment then worth Es. 10,000. By the time the 
goods arrived, the market rose so ahnormally high that 
the arrived goods sold for Es. 17,000 or 18,000. The im- 
porter according to the ad valorem system bad to pay an 
additional duty of about Es. 800 mure than he calculated 
thus losing not only his estimated profits but also more. 
This trouble arose because the market was very unsteady 
and ad valorem was collected upon the market prices. But 
there is no other better go in the matter of prices to be 
chosen, as the adoption of cost prices as basis, would tend 
to give scope for fraud in the invoices. 

But the remedy for this trouble is more in the importer 
than in the legislator. The importer, when he sells his 
goods on a forward contract, .«ells them for a pi ice which 
includes duty. ^ If instead of this he fixes his selling 
price without including the duty leaving the duty to be 
paid by his buyer the whole difficulty is solved . 

Yarious systems of assessments aie proposed to replace 
the ad valorem system in piecegoods, .1 have pointed above 
that duties upon unit weight or unit meftsuirl work very 
unequally upon different kinds of cloth. The best alter- 
native for ad valorem on cloth is a fixed duty upon each 
square yard of cloth which should be levied in direct 
proportion to the number of square yards that the doth 
would weigh f<^r each Ib. As the value of the cloth is more 
or less proportionate to the number of the counts of its 
yarn, and as the number of the counts is proportionate to 
the number of the square yards that the cloth would 
weigh for a Ih. this system would be the best alternative 
for ad valorem. 

But yet, I would prefer the ad valorem system as the 
best to any other, as the timuble that I mentioned above 
do never occur except under exceptional market conditions 
such as those during the war. 

14000. Q. 79. I deal in piecegoods. 

14001. Q. 80.^ I do not think that the changes in the 
retail prices of piecegoods can he attributed to the increases 
in the impoit duties since 1916, as the variation in prices 
was constant and the exchange value of the rupee was ever 
changing. 

14002. Q. 81. I think the demand diminishes in direct 
proportion to the increase in price and I conclude this from 
the figures given in my answers to Questions Nos. 71 
and 72. 

14003, Q. 82. No. 


Oral evidence; dated the 81st January 1922. 


14004. President, Q, You are interested in the pencil 
industry as a partner in the Madras Pencil Factory ? 

A, Yes. 

14005. Q, You are also an importer of cotton piecegoods 
from England? 

A, Yes. ' ; 

14006. Q. You favour a policy of protection. 


14007. Q. Now, in answer to Question No. 6 you say " I 
am therefore of cpinion that excise duty should only be 
levied when the industry 'is well developed and well estah- ' 
lished in the country.” What do you mean by that ? 

A. I think if 'heavy protection is adopted before an 
industry is well-established it may raise the prices to 
the consumer. But if there are many factories in the 
country there will be keen competition and that would lowcJf 
prices and protection will not harm the people. - - 
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14008. Q. Bafe you are talking of esrcise duties ? 

A* If there is not a sufficient nuraher of factories in the 
ooutitry there will be no keen competition and the excise 
duty will be shifted on to the consumer. 

14009. Q. Then, you approve in principle the levy of a 
countervailing excise duty, 

A. I do not think excise duties are necessary unless 
they are for revenue purpose®, especially when import 
duties have ceased to be*remunerative. 

]4010. Q. That is to say, the industry is sufficiently 
developed to supply all the needs of the country. Then, for 
revenue purposes yon would advocate an excise duty. You 
advocate an excise duty only for^ revenue purposes and 
not for countervailing against the import duties. 

A. Yes. 

14011. Q, And in a/iswer to Question Ko. 9 you say: ^'It 
does not follow that indigenous articles will rise in price, hut 
all that it gains is an easy sale owing to its compaiative 
cheapness. So for the consumer there is not so much of 
sacrifiee of money as of quality in the purchase of the 
indigenous article.’* Will you please explain that statement 
more fully? 

A. The indigenous article is ^ naturally deficient in 
quality^ in the initial stages of its manufacture and if 
protective duties are levied upon the imported article, 
the imported article will cost more, and there will be 
sufficient margin for the indigenous article to he freely 
'marketed. Therefore the consumer loses more in quality 
than in money. 

14012, Q, You say that the consumer will supply his 
requirements hy spending the same amount of money, 
but will use an inferior quality ? 

A. Yes. 

14018. Q. Then, speaking about the handloom industry 
you say ; In this connection, I should like to propose the 
establishment of * a linked system ’ which is adopted for 
the bandloom industry in Switzerland.” You then describe 
what that system is. I should like to ask you whether 
that system is practicable under Indian conditions. 

A. 1 had my own apprehensions in suggesting that 
system. It may not be practicable for some time to come, 
but if the weavers are^ educated by means of exhibitions 
and demonstrations, I think they will realise the advan- 
tages of that system and adopt it. 

14014. Q. You think it is practicable ? 

A. If not at present, it will be practicable in course of 
time. 

14015. Q. In answer to Question No 18 you say : ^‘The 
G-oveniment should by all means encourage the establish- 
ment of factories with Indian capital by granting large 
loans at low interest, giving transport facilities and other 
kinds of assistance, even before the establishment of 
foreign industrial firms.** Of course you mean that 
Govern inent should give loans on adequate security ? 

A. Yes. 

14016. Q. Will you please explain what you mean hy 
the words before the establishment of foreign industrial 
firms ?” 

A, If the Government were to give sufficient encourage- 
ment as I have said, there will he no scope for foreign 
firms to come and establish themselves here. If the 
demand of the country is adequately met by a large 
number of factories in the coGutvy itself the foreign firms 
will have less scope than at present. 

14017. Q. Do you suggest that the loans and transport 
facilities should he given to Indian firms and not to foreign 
firms ? ' 

A. What I mean is - that a sufficient number of Indian 
industrial firms should be established before foreign mer- 
chants come to settle here and establish their firms. 

14018. Q. How would you suggest that that should be 
done ? 

' A. For instance, the Government of Madras are making 
arrangements to give a loan of 25 lakhs for starting a 
cotton mill in Bezwaia. That has encouraged a certain 
number of merebauts to take up the business and they are 
organising a mill in Bezwada. In that way, if 12 cotton 
mills are established in Madras with such assistance theie 
will be no scope for outside firms to come here and estab- 
lish themselves. 

14019. Q, But 25 lakhs for 12 mills means 3 crores. 
Where is the money to come from ? How is the Government 
of Madras to get that money P 

A ‘If the Government want to enconrage the establish- 
ment of factories they must borrow if they have not got 
the moneys 

14020. Q. Do you thipk they caij bonw at a reasopahJo 
rate of interest ? 


A. If the people are informed of the purpose for which 
the loan is required there will he sufficient respo nse from 
the people. 

14021. Q, In regard to your pencil industry, you at. 
piesent depend for your wood upon South Africa and 
America ? 

A. Yes. 

14022. Q. And you admit that the Government of 
Madras has rendered considerable assistance in the direction 
of finding suitable country woods ? 

A Yes. 

14028. Q. What has been the net result ? Have you been 
successful in finding suitable wood for your industry ? 

A, We have got Fome varieties of wood now, but want 
more tender wood, and we are trying to get it. 

14024. Q. Have you not got it yet ? 

A. No. 

14025.' Q. You say: '‘We have to sell our black lead 
pencils for instance at Bs. 5 a gross, while Atnerican, 
Austrian and German pencils of the same quality are 
selling at Rs. 4-8 and Japan even less than Rs. 4.** How 
‘‘is it possible for you to maintain your industry with 25 per 
cent, or 83J per cent, protection instead of the present 11 
per cent? 

A» The Japanese pencils have not got a good name in 
the market. They easily break and we are therefore able to 
sell our goods in competition. 

14026. Q. So, you get a better price because your 
quality is superior ? 

A- Yes. ^ 

14027. Q. Then why do you want protection ? 

A, The Japanese pencils are beeiilv competing with our 
pencils in the market, and we are meeting that competition 
with very great difficulty and heavy loss at present, and 
the demand for our pencils is not sufficient to make the 
industry self-supporting. 

14' >28. Q. You say that the American and Austrian 
pencils are of the same quality, hot that they are soiling at 
Rs. 4-8. 

A. Our pencils are purchased more hy the Governmeat 
than hy the public. 

14029. Q. So you get Government assistance in that 
way P 

A, Yes ; we get Government assistance. 

14030, Q. And how long do you expect it would take 
before yon can establish your industry and will be able to 
compete successfully with the imported ^of'ds. 

A. If proper wood is found in India we will he able 
to compete with any foreign pencil traders in less than 
one year. 

14031. Q. With reference to your answer to Question No. 
49 I should like to know what is your authority for saying 
that the Japanese Government aotunlly importod seeds and 
grafts of the right kind of wood from ^onth Africa. 

A, I have no authority, but our own expert who 
went to J apan and studied the question told me that this 
was the case. 

14032. Q. And his report was that the Japanese Gov- 
ernment in order to establish the pencil industry actually 
imported seeds and grafts of the right kind of wood and 
planted it in J apau 30 years ago and is able now to obtain 
wood from those developed trees an cl to manufacturo 
pencils? 

A, Yes. 

14038. Q. And you put that forward as a type of 
assistance which the Japanese Government gave for the 
development -of this industry ? 

Yes. s 

14034. Q. Do yoti think anything of that kind is 
possible in India ? 

A There is no -very great difficulty in bringing seeds 
and grafts. 

14035. Q. Do yon think an effort should be m acle to 
repeat that process here in India for the purpose of estab- 
lishing a pencil industry? 

A* Yes. 

14036. Q. On what basis do you suggest a 25 per cent. 
ad valorem duty instead of the present 11 per cent, against 
Austria, Germany and America and 83^ per cent, against 
Japan ? ' 

A. I have explained that in -my statement/ 

^ 14037. Q. You do not take into consideration , the 
difference in quality, 

A, I am speaking there of pencils of the same quality.- 

14038. Q. You say that Japanese pencils are sold at 
Rs. 3-4* - " ww 

Ai I am putting Rs. 3-4 here because I have deducted 
the 11 .per cent, fluty froin the actual price at wkich the 
pencils are sold, 
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14039. Q, The real market price is Bs. 3-4 phu the 
11 per cent, duty ? 

A. Yes. 

14010. Q, Do you think it is wish to have differential 
rates o£ duties for the same class of goods between 
different parts of the world ? 

A, 1 have just pointed out my own requirements, 

14041. Q. Are you able to supply all India? 

A. No. 

1404*2. Q. Then the consumer will have to pay these 
25 per cent, and 33| per cent, duties. 

A* fc'encil manufacture is such an easy branch of 
industry that any number of factories can be established 
if there is sufficient protection. 

14043. Q. Then you think that this 25 per cent, duty 
would be required only temporarily ? 

A* Yes. 

' 14044.^ Q. You state that you have not yet been able 
to get suitable wood P 

Jl. As it is we are importing wood from South Africa 
and America. 

14045. Q. When you have to depend for your wood on 
America, how can you establish your industry successfully 
within a short time ? 

A* But I hope to get wood in India soon. 

14046.^ Q. But till such time as you get a proper supply 
of wood in India, you expect the consumers to pay these 25 
and 33'| per cent, duties on their pencils P 

A- I agree that the consumer will be burdened in that 
way, but I think in a very short.time we will get sufficient 
wood in this country. 

14047. Q. Don’t you think the better plan Tvould be to 
tryjind work out an adequate supply of cheap wood before 
a tariff is considered? 

A. ^ We are trying to do it. If the result of our experi- 
mtent is successful, you can reduce the duty again. 

34048, Q, In answer to Question No. 71, you. say : I 
do not think that the tariff changes on piecegoods could 
have any appreciable effect upon the quantity of their 
import since 1916.*’ Do you mean to state that the tariff 
would have no appreciable effect upon the quantity of 
piecegoods imported into India ? 

A* The variation in the tariff was very insignificant 
.when compared to the variation in prices. The price's went 
up by 3f)0 per cent., whereas the tariff did not go up event 
by 5 cr 6 per cent. 

14049. Q. That is your position. You do not think that 
the quantity of piecegoods imported would he affected by 
even a farther increase in the import duties. In answer to 
Question No. 72, you say ; “ An appreciable increase in the 
present tariff tratea would diminish the piecegoods imports 
from Japan but not those from England.” Will you 
please explain that statement a little more fully P Sup- 
posing the Government of India imposed|a duty of 25 per 
«ent. on imported piecegoods do you think that the quan- 
tity imported from Lancashire would remain as it is at 
present and thk»t imports from Japan alone would dimi- 
nish ? 

A. If a 25 per cent, duty is imposed on all piecegoods, 
^hiding Manchester piecegoods, there will be a decrease 
fflrthe imports to the extent to which consumption 
decreases. But as the Indian mills cannot supply the finer 
counts manufactured by the Lancashire mills the protec- 
tion can have no tangible effect on the import of l 4 anca- 
shire goods, which it would strongly affect the Japanese 
imports which may be easily J^eplaced by the Indian mill 
produce. 

14050. Q. Don’t you think that the rise in price will 
result in a decrease of consumption ? 

A, The consumption will decrease in proportion to the 
rise in price. 

14051. Q. The rise in price in consequence of the war 
has brought about a diminution of the consumption ? 

A. Yes. 

14052. Q. So, in that way the quantity of piecegoods 
imported from England would also diminish if the price is 
raised by an import duty ? 

A. Imports f tom England would diminish? hub not to 
the same 'extent as the imports from Japan. 

14053. Q. Because you have got factories in India for 
manufacturing the lower counts which Japan exports? 

A. Yes. 

14054. Q. Do you advocate further protection to the 
cotton mill industry in India on this ground ? 

A, As Canada is levying a duty of 26 per cent, upon 
the imports of United States cotton manufactures, I do not 
see why India should not have a further increase in the 
duty.* 


14055. Q. What is your object in imposing a heavier 
duty ? Is it your object to get more revenue or to make 
India self-contained in regard to cotton goods supply ? 

A, Both. 

14056. Q. What is your main idea ? 

A, My main idea is to develop the Indian industry. , 
14057. Q. In order that she might supply hbr own 
needs ? 

A. Yes. ^ , 

14058. For that object you advocate a duty of 25 per 
cent. P 
A. Yes.^ 

14059. Sh” Maneckjee Dadahlio^ Q. You are gene- 
rally in favour of customs duties ? 

A, Yes. 

14060. Q. And you tbink that the maximum limit of 
direct taxation has already been reached in this country ? 

A. Yes. 

14061 Q You are also in favour of manufacturing the ' 
raw materials of the country for two reasons, firstly, because 
there would be enormous saving in the shipping charges 
now paid to foreign shippers and secondly, because Indian 
labour would he more profitably employed ? 

A. Yes. 

14062. Q. Have you got any proposals to place before 
the Commission for rendering assistance to the handloom 
indiistry of Madras ? 

A. E have mentioned my proposals in my written 
statement. 

14063. Q. You refer to the linked system ? 

A, Yes. 

14064. Q, Have you got any other proposals P 
A* No. 

14065. Q. Do these handloom weavers in your province 
require pecuniary support P 
A. I think they do to a certain extent. 

14066. Q. Are your co-operative societies giving thetn 
the assistance ? 

A. Not so much as they require. 

14067. Q. In answer to Question No. 37, you say, ** it 
may he here questioned why more cotton mills have not 
been established in sufficient numbers to di'^ide the 
existing high scale of profits among them. B-^sides the 
difficulties of procuring machinery from abroad, normal 
conditions of trade are not heli^^vecl th he yet prevailing in 
the markets. Everybody is afraid of to-morrow. No 
merchant relies upon t’ne steadiness of the present Man- 
chester market.” I understand foom this that you 
infer that even pi*eseut high profits would not tempt 
new mills to, be constructed, because there is not much 
confidence in the fiscal policy of tiie Governroent. 

A* Not in the fiscal policy of the Government, but 
' in the market prices both here and in England. The 
markets are very fluctuating. 

1406S. Q. If those markets were^ brought up by a 
properly regulated 'fiscal policy, would it be of any help? 

A, It is not only the fiscal policy, but there are so 
many other things to change the prices of the markets. 

14069* Q. In answer to Question No. 18 you say *^fhe 
Government should by all means encourage the establish- 
ment of factories with Indian capital by granting large loans 
at low interest giving transport facilities and other kinds of' 
assistance, even before the establishment of foreign 
industrial firms.” Would you .not give assistance to 
deserving industries in India started by foreign firms 
when you thought those industries were necessary for the 
country ? 

A. I do not advocate any differential treatment in 
general. 

14070. Q. In answer to Question No. 24 you say “ the ia- 
crease In the tariff rates would tend to increase the cost of 
living first to the middle and richer classes and then to the 
industrial wage earners and, rarely to the agricultural wage 
earners” May I gather from that that in your opinion 
it would not affect the agriculturists as a body? 

A. It is , only very rarely that the agriculturist buys 
imported articles except cloth. 

14071. Q. He, 1 would prefer Indian made cloth to 
foreign ? 

A, Yes. 

14072. Q. And: thei^efore tariff duties generally would 
not affect the agriculturists ? 

A. No. 

14073. Q. The common idea that the agricultural 
industry would he affected by the import drSies is an 
exploded doctrine P . , ^ " 

A. Tea, ^ . V > " ...r : ' “ ' 
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14074* Q. Yoa Lave no real apprehension about the 
agricultural industry suffering by the present tariff^ policy 
of the Government, that is, by increased import duties? 

A. m. 

14076. Q. In answer to Question No. 30 in referring to 
export duties, you say * I do not advocate the levy of a 
heavy export duty for the purpose of making^ the export- 
able articles cheap in the country. Such duties cause dis- 
content among the agricultural classes who are not 
sufficiently educated to appreciate the real purpose of such 
an imposition.' 1 would like to know if there is an 
exportable surplus, you would allow it to go out of tlie 
country without an export duty ? 

A, If it is found that there is an exportable surplus, 
I think for the purpose of revenue we can levy an export 
duty. 

14076. Q. Would you modify your statement to that 
extent ? 

A. Yes. 

14077. Q. The free export of an article, say cotton, 
appreciates ihe value of that article in this country to the 
agriculturist, Le., he gets better prices for his commodity, 

A* Yes. 

14078. Q. If an export duty is levied upon raw mate- 
rials, the cultivable area may be decreased. Is that' your 
opinion? - 

X Yes. 

14079, Q, Why do you think that the cultivable area 
would be decreased ? 

A, If there is not a sufficient demand for the raw pro- 
duce, that is, if the raw produce will not fetch the culti- 
vator the money that it used to fetch, he will naturally 
produce some other crop. 

1408G. Q, That is instead of foodstuffs he will grow 
some other commercial crop ? 

A, Yes. 

14081. Q. In answer to Question No. 84 you say that 
* an export duty on raw jute is certainly welcome as a reta- 
liatory measure because we practically possess a monopoly.' 
Why do you call it retaliatory ? At present there is no 
retaliation. 

X Not at present. But if a retaliatory measure is 
necessary, I think an export duty on raw jute may he 
levied. 

14082. Q. Why on jute alone ? In that case any other 
commodity may come under the same category Do you 
mean that jute is 'the only commodity of which you have a 
monopoly P 

A, Yes. 

1408B. Q. You say that more than 90 per cent, of the 
pencils are imported from foreign countries. India manu- 
factures only 10 per cent, of her requirements. 

X I do not believe I have given actual figures. I 
think that India manufactures less than 10 per cent. 

14084. Q. So, in the face of these figures, you would 
justify this increased duty of 25 per cent, and 3B per cent. 

X I have given the prices as Rs. 5, 4 and 8i*. So the 
duties are necessary. 

14085. Q. I see your figures. If you have got the mate- 
rials and if your industry is likely to be killed by outside 
competition, you can ask for this prohibitive duty. But yon 
are not in a position to manufacture the whole of the 
Indian requirements. How can you justify this imposi- 
tion? 

A,^ I said just now in answer to the President that the 
pencil industry is so simple and so small that any number 
of factories can be established. 

14086. Q. You find wood difficulties insuperable at 
present ? 

A. Wood may bo got in the same way as wo get now. 

14087. Q. It may take years to grow wood ? 

A, We get it from abroad from the same exporters who 
send wood to Austria and Germany. 

14088. Q, Are you now getting your wood from abroad ? 

A. Yes. 

^ 14089. In answer to Question No. 60 you advocate 
differential treatment in the case of Austria, Germany, 
America and Japan. I would like to know if , you can give 
an instance where such a differential treatment is given. 

A, I do not suggest a differential treatment. I only 
state my requirements. 

14090. Q. Can you support it by any precedent ? 

X No. I have not looked for any. 

' 14091. Q. You say th8t your industry can make an 
independent stand in a few years after which assistance 
can be withdrawn. How many years would it require to 
make your industry self-supporting ? 


A. A few months will be sufficient to make the industry 
stand on a good basis provided proper wood is found in 
India. 

14092. Q. It will take years to grow wood. 

A. We are investigating whether we can find some 
suitable wood in the country itself. 

14093. Q. In answer to Question No. 71 you have 
stated that a piece of cloth of 20 yards which before 1916 
was selling for Rs. 0 rose to Rs. 24 in the latter years of 
the war. This is an increase of 300 per cent, upon 
the original price. ** I gather that in your opinion the 
increased tariff has not had the effect of influencing the 
price. Isn* fc that so ? 

X Yes. 

14004. Q. But this is on account of the present abnor- 
mal conditions. When normal conditions are restored, 
would not the tariff have a great deal of influence in 
regulating prices in India ? 

A, I only meant to say that -the influence of the change 
in tariffs is very insignificant when compared with the 
influence of the changes in prices. * 

14095. Q. That was during the war period. ^ In normal 
periods any increase in the tariffs will affect prices. 

A. Yes. 

14096. Q, You have quoted the case of Canada and 
you say that Canada has imposed a 25 per cent, duty on 
imports of piecegoods. If you levy a 25 per cent, "duty 
it will have no effect according to your argument ? 

.il. In normal times the tariffs will have effect, 

14097. Q, Of regulating prices ? 

X Yes. 

14098. Mr. Jum^iadas Dwm^kadas : — Q. From the 
very interesting statement that you have submitted to , the 
Commission I gather that you aro out and out a proiec- 
tionist. Do you think that if protection were given to 
Indian industries, the agricultural population will not 
suffer ? 

A. No. They will not suffer to the same extent as the 
wage earners and other people will suffer. 

14099. Q. Do you think that the rise in prices will 
he only temporary ? 

A, Yes. 

14100. Q. Is it worth while facing this in order that 
India may ultimately become prosperous ? 

A, Yes. 

34101. Q. Now I would like you to clear up certain 
points. You say that the middle class will he affected. 

X Yes. 

14102. Q. Do you mean to say that the middle class 
will be affected most ? 

^ A. Yes. 

14103. Q, In the case of the wage earners they will 
make up for the rise in prices by an increase in wages ? 

A. Yes. 

14104. Q. In the case of the agricultural population 
they do not use imported articles and so,, yon say they 
will not suffer ? 

A Yes. 

14105. Q* Would you suggest any ^ remedy for the 
suffering which will b<^ infiioted on tho middle classes ? 

A. There will be some difficulty in the case of tl^ 
middle classes. It will take some time to adjust the 
salaries that they would get to the price level. 

14106. Q. Is not there a difficulty in getting their salary 
increased ? So far as the ordinary wage earners are con- 
cerned, they can combine and have their wages increased. 
But there is no likelihood of any substantial combination 
among the middle classes ? 

X ’ Yes. 

14107. Q. Then if the duty is very prohibitive it would 
affect the middle classes, very much. 

A. That is what happened during the war- When the 
prices rose heavily the middle classes suffered most and 
they demanded better wages and the business men recog- 
nising that they were in real hardship have enhanced their 
salaries. 

14108. Q, But in considering the extent to which you 
must raise your import duties, the middle classes are a 
factor which you ought to consider very seriously, should 
vou^not ? 

- X Yes. 

14109. Q. You speak of the handloom industries. Now, 
I would like to know from you whether yoor handloom 
weavers consume more foreign yarn than Indian yarn ? 

A, From what I, know at 'present they consume more 
Japanese yarn than Indian yarn. 

14110. Q. Is it Japanese yarn of lower counts or .finet 
counts ? 

Af Of lower counts, 1 mean 40s or 50s. 
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14111, Q. But you csm manufacture 40s in India. 

A. Yes. 

14112. Q. I don’t know if you can n:auufacture 50s on 
a large scale ; but you can manufacture, up to 40s, I 
believe^^ 

A. Yes. 

14113. Q. The bandlooin weavers consume wbic never is 
lower in price. It does not matter whether it is the lower 
or the finer counts ? 

A. Yes. 

14111. Q. You know that yarn of all counts is at present 
exempt from duty. Suppose this Commission recom- 
mended an import duty on yarn, would it affect the band- 
loom weavers unfavourably ? 

A, They will begin to consume Indian yarn. 

14115. Q. Don’t you think that it is an advantage if the 
production of Indian yarn could be encouraged P 
A, Surely. 

14116. Q. Would you then advocate an important duty 
on yarn ? • 

A. Yes. 

14117. Q. Would you advocate that yarn should not be 
exempt from duty ? 

A. Yes. 

14118. Q. Are you entirely against export duties on 
raw materials in principle ? 

A, Yes. 

14119. Q. You say that if a policy of protection is 
adopted, it will naturally affect the price of raw materials. 
Do you mean that it wiil make raw materials cheap ? 

A, Yes. 

14120. Q. In answer to Question ISTo. 30 you say ^ the 
imposition of a protective duty upon import reacts upon 
the exports. The discouragements of the import of manu- 
factured goods will result m lessening the demand for our 
raw materials in other cojiatries and tiius tlie raw material 
being less in demand will bo sold cheap in the country. * 
What effect will it have upon the cultivator ? Will not the 
raw material become so cheap as to affect the cultivator ? 

A, Yes, for the reason that the demand from foreign 
countries for the raw materials will decrease. But by that 
time the Indian demand itself for the raw material will be 
sufficiently big to compensate the cultivator. 

X4X21. Q. You mean the demand for raw materials for 
manufacturing purposes ? 

A, Yes. 

14122. Q. Do you mean that instead of sending out the 
raw materials you will manufacture articles from the raw 
materials in India and that will counterbalance the tem- 
porary fall in prices ? 

A, Yes. 

14123. Q. So in your opinion the agricultural population 
or the cultivator class is not at all likely to suffer. 

A. Yes. , 

14124* Q. Do you think that the establishment of fac- 
tories will provide occupation for the agricultural popula- 
tion in times of leisure ? 

A. Yes. 

14125. Q. How will the factories be able to find labour 
when the agricultural population is at work In the fields ? 

A. Tbeve are many other people who can become -indus- 
trial labourers. 

M126. Q. Do you mean to say that there is a' large 
proportion of people who are fi*ee to divert themselves to 
industries ? 

A. Yes. 

14127. Q. You are interested in the pencil industry. 
May I know how many years’ experience you have in this 
industry ? 

A. The factory itself was established by the Go^^rn- 
ment only three or four years ago and we purchased the 
factory two years ago from the Government of Madras. 
My experience is only for the last 1^ or 2 years. 

14128. Q* Before that your experience* mainly consisted 
in the piecegoods trade ? 
i. Yes. 

14129. Q, Is this pencil industry widely known in 
India? 

A. It is not producing so much as to become widely 
known in. India, 

14130. Q. Do you think that zi policy of protection will 
help the production of pencils ? 

A. A policy of protection will create a large number of 
pencil faatories. 

14131. Q. Now the pencil factoiy is comparatively a 
minor industry ? . " ' 

A,t Y es* 


14132. Q. Does your experience in this minor industry 
justify your expecting that if minor industries are protected 
there is a good future for them P ^ ^ 

A, In the case of the pencil industry, if there is 
sufficient protection there will be many other people who 
will take up the industry and oi’ganise more and more 
factories. 

14133. Q. Do you consider that what applies to the 
pencil industry also applies to almost all small industries ? 

A, Yes. 

14134. Q. Do you think there are numerous small 
industries that can be helped in this way P 
A. I think there are several. 

14135. Q. Your experience in this makes you very 
hopeful ? 

A. Y<es. 

14136. Mr. Mant In answer to Question No. 9 
you put forward an ingenious argument that the effect of 
protection would be to drive people to purchase inferior 
articles, and that this would constitute a sacrifice not so 
much of money as of quality. 

A. Yes. 

14137. Q. Do you consider that an inferior article is 
really cheaper than a better article at a higher price P Take 
the case of j^our pencil manufacture. You saj; that the 
Jj^anese pencils do not last as long as your pencils. You 
have to sell your pencils at Rs. 5 a gross whereas the 
J apanese pencils are sold at Rs. 4 ; but your pencils last 
twice as long as the Japanese pencils. Surely- the man 
who buys J apaneso pencils sacrifices money as well as 
quality ? 

A. The example of pencils is a special case. 

14138. Q. Take the case of matches. Is not here again 
a sacrifice of money and quality ? 

A. If you take up the case of cloth, the cloth will be 
coarser and that is all the inferiority that it possesses when 
compared with the foreign cloth. 

14139. Q. I do not want to take the case of cloth, which 
may involve political considerations.^ I merely wanted to 
"examine the question from an economic) point of view. 

A> In some cases it happens as you say. 

14140. Q. Let us take the case of hoots. You buy 
inferior boots made of inferior leather which may not last 
long. ■ Are you there merely sacrificing quality and not 
money ? 

A. Of course, the consumer does not lose so much 
money as quality, as a coarser hoot is sure to last longer 
than a finer one, 

14141. Q. In England it is the contrary. , In answer to 
Question No. 14, you say that it is impossible to say at the 
outset whether an industry is likely to be successful or 
not ? 

A. Yes* 

14342. Q. For that reason you recommend protection 
for all industries. 

A. Yes. 

14143. Q. tTottld not that result in protecting a lot ot 
industries that could not have succeeded and would not 
that he hardship to the consumers of this country ? 

A. But protective duties upon such industries 'will 
bring revenue in a larger measure to the Government and 
remission of taxation may he made upon another article 
like salt. 

14144. Q. My question ia, won’t you compel a lot of 
consumers to pay unnecobsarily high prices for articles 
which never can he successfully manufactured in ttib 
country ? . - . 

A. All that he is affected by is the rise or prices, 
and that rise of prices may be counteracted by lowering 
the price of another necessary article. 

14145. Q. (Tan you tell me how the reduction in, the 
price of salt (a few annas per head in the year) will 
compensate the consumer for paying higher prices on other 
articles ? 

A. If there is a rise of prices a poor family does not 
pay more than a few annas per month or so in the way of 
rise in prices, and that extra payment can be remitted hack 
to him by reducing the price- of a commodity like salt. 

14146. Q. If a certain industry is found to he unable 
to stand upon its own legs after trying it for a reasonable 
period, you may resort to lowering duties again? 

A. Yes, if it is found necessary. 

14147. Q* What is the reasonable period? -How many 
years ? 

A. The reasonable period must be fixed by experts for 
each indnsiry. ' 

14148. Q. Till then the consumer should be pymg duty? 
A. The consumer’s, money does not go abroad. The 
money he pays in one way can be got back in another way-n 
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14140. Q. When this factory was taken over hy^ private 
management, was it intended to manufacture pencils from 
Indian wood ? 

X No. 

14150. Q. It was intended to manufacture them from 
imported wood ? 

A, Even then there were hopes that we could find 
proper wood in India. 

14151. Q. But you did not know of any wood then 
in sight in India ? 

A. No. 

14153. Q. Were Government using imported wood when 
they ran the factory ? 

A. Yes. 

14153. Q. Bid they not experiment with any Indian 
wood P 

X They have been experimenting ail along. Even now 
they are experimenting. 

14154.- Q, Did Government not discover any suitable 
Indian wood? 

X No. 

14155. Q. Coming to your answer to Question No. 50 re- 
garding yo«r proposal for differential ad valorem duties on 
pencils, where you want a higher duty against Japan than 
against the European pencils, would not your object be 
met hy a specific duty, say so much a gross ? 

X Yes, it would. 

14166. Q. It would fall a little more heavily on the 
cheaper and inferior pencils than on the better pencils, 
would it not ? i 

X Yes. 

14167. Q. As regards piecegoods, you suggest as an 
alternative to the ad valorem duty a fixed duty on each 
square yard of cloth. 

X I never suggested that at all. I said that if ‘ an 
"alternative was to be adopted, this method is the best. 

14158. Q. Then you don*t want it ? 

‘XI don’t. 

14159. Q. Bo you know of the system of tarifE valua- 
tions for levying an excise duty on Indian made cloths ? 

A. No. 

14160, Q. The duty is ad valorem^ but the tarifE value is 
fixed for particular kinds of cloth, that is, really the tariff 
valqeia fixed On the quality; and it has been sugi^eated 
that the import duty on cotton should be levied in the same 
way by means of tariff valuations. 1 would like to know 
whether that would suit your business and whether you 
would have any objection to it. 

X That would he suitable to our industry. 

14161. Mr. Seehagifi Ajyyar. — Q. I just want to 
strengthen your position as regards your theory that the 
agriculturist would not suffer by a rise in prices. There are 
certain things which are absolutely necessary (for example 
salt), and which the agriculturist cannot go without. In the 
case of cloth, supposing the price is higher, the agricultur- 
ist would rather economise and use the same cloth for a 
longer period of time than he would otherwise do. The 
result of it would be that the rise in the price of cloth 
wduld not fall so heavily on him as a rise in the case of 
salt, and things of that kind. Is that what you mean P 
X Yes.- 

14162. Q. When you say that the%agnculturist is not 
likely to suffer what you mean to suggest is that he would 
so utilise the foreign article which he is obliged to« use that 
its use may be prolonged for a length of time. As a 
result he would not in the end he a sufferer ? 

A. Yes. 

14163. Q. Looking through your answers 1 tO' 10 I 
take it that you are. practically a representative of the 
small capitalists in this Presidency ? 

X Yes, 


14164. Q. You have not got in Madras as much capital 
as can he risked in an undertaking ? 

X No. 


14166* Q. You feel suspicious about embarking on an 
enterprise, and therefore if the Government would come 
to your assistance it would infuse confidence in you 
small (wpitalists, would it not ? 

. X Yes. 


,14166. Q. If there ^ is a protective duty that would 
induce the small capitalist to come out ani invest his 
money ? ■ 

X Yes. 


14167. Q. You think that so far as Madras is con- 
cerhedi if there is assistance from Government by way of 
loans, and if there is a protective duty, the small boards of 
money- which you find in various places would be tempted 


out, and the rcriiilc will be iho establishment of industries 
in this Presidency. Is that your position ? 

X Yes, 

14168. Q. I believe that in this case you are voicing 
the sentiments of the small capitalists of the Madras 
Presidency ? 

X Yes. 

14169, Q. Coming to .your answer to Question No. 16, 
in answer to Mr. Jumaadas Bwarkadas you said that If 
there is a duty upon foreign yarn,„ so far as the Indian 
handloom weaver is concerned, he would use the Indian 
yarn. Would that not bring him with the 

X^owerful mill industry in this country, and would he not 
suffer thereby ? You are advocating a duty upon foreign 
yarn, and you have got a powerful mill industry which 
produces its own yarn to a large extent ; and if the hand- 
loom weaver is compelled to resort to these Indian mills 
would he not be handicapped as compared with the mill 
industry ? 

A. Many of the weaving milk are provided with 
spinning mills generally, and the demand for mill-made 
yarn from weaving mills will not be \^ery great as compare 1 
with the demand from the handloom weavers. 

14170. Q. Even then, with regard to goods produced by 
the handloom weaver and the goods produced by the mill 
industry (I am speaking of this country alone) would not 
the handloom weaver he at a disadvantage if there is a 
duty imposed upon foreign yarn, because these mill people 
may combine and raise the price of yarn ? They have got 
their own mills in which they can use their yarn. 

A. The handloom weaver and the weaving millowner ^ 
will be in the same position as they used to be before the 
levy of the duties. 

14171. Q. At present there is no duty, and therefore if 
the jiresent handloom weaver wants to purchase yarn he 
can go to the cheapest market. 

X If the duty affects the handloom weaver it will also 
affect the millowner. 

14172. Q. Would he necessarily be affected ? 

A. It affecfts all the weavers, whether mill weavers or 
hand weavers. 

14173. Q. I thought you were in favour of encouraging 
the handloom* industry. 

A, But not at the expense of the mill industry. 

14174. Q. But you don*t want that th3 handioom indus- 
try to suffer as against the null industry ? 

A. The relative position of the millowner and the hand- 
loom weaver is not changed even by the levy of the duty, 
14175. Q. Have you worked out the figures as to how 
much yarn is being used by them ? 

X The position will be the same as it is now because 
the duty will be imposed upon an article of consumption of 
both the people. 

14176. Q. You have yourself admitted that in many of 
the mills in Bombay there is also a department for produc- 
ing yarn. 

A. Yes. 

14177. Q. Would that not to a certain extent benefit the 
millowner as against the handloom weaver ?^ 

A* It may benefit the millowner but I do not know 
whether it will be “ disadvantageous ,to the baudlooha 
weaver. I think he won't be affected. 

14178.^ Q. You said that the “linked system” ivhich is 
•idoptfid in Switzerland, can profitably be introduced in this 
country. Th'e difficulties are that these handloom weavers 
are scattered over the whole of the Presidenoy,’and there 
is no possibility of combination to the same extent as in a 
small country like Switzei land. Also you have not got a 
large number of mills tot which these people can be linked. 
Therefore the linking system cannot ■ be ' profitaMy applied 
here. 

A, There are certain weaving centres like ' Vetapaleam, 
Salem, etc. 

14179. Q.^ There are very few centres. Again this 
system won’t apply in Coimbatjre. Salem, Tri‘'hiaopoly 
and such places. 

X By linking I do not mean that there should be a 
factory system of labour at all. The weaver will take the 
product to his own house and weave it there. He will be 
supplied with yarn by the mill. 

14180. Q, Coming to your answer to Question No. 18 
you say that if there is a protective duty foreign firms 
will establish themselves in this country P 
A* Yes. 

14181. Q. But you say in the beginning that the 
Government should encourage the establishment of indus- 
tries with Indian capital by granting loans at low rates of 
interest ? mr 



i have clearly stated that before foreign industrial 
arias com© h6re establisli tHeaiselves some granfeintj* o£ 
loans must be resorted to. 

14182. Q. Foreign firms are to be allowed to establish 
themselves ? 

A. Yes. 

14183. Mr, Coyctjee. — Q, In your answer to Question 
Ivo. 9 you explain the theory of protection affecting the 
consumer not^ so much in price as in quality Take a con- 
ci’ete ^ case like blankets. Suppose foreign blankets of 
superior quality come into the country at its. 5 each and 
blankets of inferior quality are selling at Ks. 4 each. 
Suppose we cannot make the superior blankets except at 
Rs. 6 each. Therefore we, must put an import duty of 
ite. 1 on the foreign blankets. ITow you argue that the 
Indian consumer will lose nothing because hi* can fall 
back upon the Ks. 4 blankets and constantly go on buying 
them ? 

A, Yes. That is what I mean. 

14184. Q. Then protection will fail to develop the 
superior blankets industry. The producer won’t make 
them if people do not buy them ? 

A, What I mean is that in the initial stages they will 
pipduce only Es. 4 blankets for a time, and aher that they 
will be able to produce better qualities also. 

141 85. Q. But the superior blankets will be produced 
at a cost of oyer Rs. 5 ex hypothen ? 

A, As the industry becomes developed the cost of pro- 
duction will become smaller. 

14186, Q. But it cannot be developed as long as we are 
only producing Rs. 4 blankets ? 

-i. They will be ab’e to produce^ superior ones at Rs. 6, 
in the beginning and after efficiency of manufacture is 
attained, they will produce them cheaper. 

14187. Q. But certainly for sometime orders mast be 
given for the Indian superior class blankets at the higher 
prices before you can begin to work on them. Those who 
give orders will lose money and not quality as you suggest? 

A, Those who insist upon quality will lose .money of 
course. 

14188. Q. If people buy the cheap ones who will encour- 
age the superior blankets industry ? 

A, The rich people who will insist upon quality can 
afford to lose money on them. 

141B9. Q. So in order to encourage the manufacture of 
the superior blankets some men must pay the price and lose 
not in the shape of quality but in the shape of money ? 

A Yes. 

14190. Q, In your answer to Question No. 24 (5} you say 
that the agricultural wage earner is rarely affected by the 
rise in prices, as he rarely consumes imported article-^ 
except some necessaries like cloth, etc. In the case of 
metals out of which the'agrioaltanst makes his implements, 
his pots and pans, and other things besides, the agriocd- 
turist may feel the effect of the import duties ? 

A, His amount of c*on^sumptioa of metalUc ware is 
small and is not recurringr. 

14191* Q. To a certain extent, at least the better class 
agriculturist will consume sugar on which lie will have 
to pay import duty ? 

A, The agricultural classes rarely consume imported 
sugar* 

14192w Q. I say that the superior class of agriculturist 
will have to pay import duty on sugar ? 

A, As far as my knowledge goes, even the richest land- 
holder buys only jaggei-y and not sugar. 

14193.' Q. The Industrial Commissi on say in tbeir Report 
‘'Petty articles of domestic use or personal ornament, such 
as scissors, mirrors, bangles, and the thousand and one 
cheap and glittering trifles with which the rural huckster 
decks his stall have poured in from abioad.” So besides 
luetals the agriculturist uses these articles also ? 

A. His consumption of these articles is very very small. 

' 14194. Q., , But his income too is rather small ? 

A, It may be small in some cases, 

14195. Q. Pon’t you think that the agriculturist con- 
sumes Ikerosene oil in large quantities ? 

villages people use more castor oil than kerosene 
oil. In towns and cities they use keros^tio oil* 

14196. Q. Bo you think that the incomes of the middle 
classes' of late have risen in proportion to the rise in the 
cost of living? 

X Surely those that were being paid salaries are getting 
better incomes than in pre-war days. 

14197. Q, The industrial wage-earner can raise his 
'w^es by combination, but the middle classes who are in 
of salaries cannot combine ? 


A. Yes. That is why I say that there will be some 
difficulty ill the case of salaries of the middle classes and 
that they slowly get the required increment. 

14198. Q. So the middle class man will have to pay 
more than the others ? 

X Yes. t 

14199. Q. Coming to the other side, let us see wha 
would be the gain to the middle class man. Ho will h? 
able to work in the industrial ooncerni which will be started 
and ^et higher salaries there. But in competition for indus- 
trial jobs will not the son of the middle class man be handi- 
capped as compared with the son of the artisan class, who 
has inherited capacities for industry? Would the, fiscal 
policy have any effect in that case ? 

X The fiscal policy would give industrial development, 
but in competing for the jobs which will be opened by 
industrial development the son of the middle class man will 
have less chances of success than the sou of the artisan 
class. 

14200. Q. Would he not try for industrial j’obs when 
development comes ? 

A, The mi Idle class men are generally cleiks. 

14201. Q. So their prospects won’t he much improved ? 

A, But they will have more industrial concerns to work 
in and they will be benefited by the industrial development 
of the country, causing a greater demand for their services. 

14202. Q. You mean the clerical people ? 

A. Yes. 

14203. Q. You say in answer to Question No. 72 that 
there is practically no competition in the pieoegoods trade 
between India and Elngland. Yon also say that an appre-' 
ciable increase in the present tariff rates would diminish 
the piecegoods imports from Japan but not those from 
England. Your proposal is to put an additional import 
duty on piecegoods. You argue that it is Japan which 
would be hit. and not England. 

A. England will not be hit so much as Japan would 
be. 


14204. Q. In the higher counts there is competition 
between India and England, is there not ? 

• X Yes. 

14205, Q. For instance, we compete with Lancashire 
mainly in grey goods, and when piecegoods duties are in- 
creased they would hit Japan and also Lancashire ? 

X I am speaking of the lower counts, 

142D6. Q. That would be the case if you had proposed 
that • we should increase the duties on piecegoods of lower 
counts ? 

A, There is very little competition between England and 
India in the higher counts, whereas there is ranch competi- 
tion between Japan and India in the lower counts. There- 
fore any increase will not affect England so much as 


14207. Q, Our imports of piecegoods from Lancasliire 
are very much more io value than our imports from Japan. 
Therefore additional duties on piecegoods Would certainly 
affect Lancashire more than Japan, 

X The English imports will be affected only to the 
extent that the consumption in India would be affected, 
whereas Japanese imports will be affected to the extent 
that the Indian mills will be able to produce. ' 

14208. Q. So you admit that there is some competition 
betwoiu Lancashire and India. You would not ignore the 
fact fhat there is some competition between Lancashire and 
India ? 

'X But it is exceedingly small. 

14209. Sir Montagu Webd,-~-Q, You have some ex- 
perience of pencil manufacture ? 

A, Yes. 

14210. Q, Are you satisfied that ib is an industry 
which is suitable to thisj^ountry, seeing that you have not 
any wood which is the bulkiest part of your product ? 

A, In India, where there are so many kinds of trees and 
so many kinds of woods, I do not feel hopeless of getting 
suitable wood for the pencil industry. 

14211. Q, Would it not be more business-like first to 
find the wood and then start your factory ? I am only 
asking for information because 1 know nothing about the 
manufacture of pencils. Supposing you want to start coal- 
miniug, I think the ordinary course will be to find the 
coal first. In the same way I should imagine that you 
should find the right wood first before you start the pencil 
factory ? ' . « 

X It is not we that stii4bed the factory. It is the 'Grov- 
ernment of India that started the pencil factory and w 
took it over from them. ’ 

14212, Mr, NaroUam Morarjee : — Q. In answer to , 
Question No. 19 you say All that it can complain of ^ 
that spinning industary is more favoured by jprot^tiqn^h^^ 
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i^eaving.^ I£ that is the complaint, the weaver has the 
remedy in his own hands. He can spin his own yarn.’ 
CJan he spin the finer yarn ? 

A, No. Under the present circumstances he cannot. 

Ii213. Q. Have you got cotton for the finer counts ? 

A, No. 

142] 4 Q. How many pencil factories are there in 
Madras ? 

A. I think in the whole of India, except the Calcutta 
factory, there is onl^" one factory. 

14215. Q. How do your ’ pencils compare with the 
Calcutta pencils ? 

A, The Calcutta jjencils have never come here. 

14316. Q. Do you sell your pencils in the market here ? 

A* Yes, 

14217, Q, Do you sell them locally or outside Madras as 
well ? 

We sell them more, locally than outside Madras. 

14218. Q, You say that you arc in the piecegoods 
husiness, 

A, Yes* 

14219. Q. Do you sell English, Japanese or Indian 
piecegoods ? 

A, We sell mostly English piecegoods. 

14220. Q, Are Japanese piecegoods sold in Madras 9 

A, Yes, 

14221, Q. To a large extent ? 

A. Yes. 


^ 14222. Q, Only this morhiug we wore told that Japanese 
piecegoods are not used in Madras and that Madras is not 
buying Japanese piecegoods ? 

A, Japanese longcloth is usually sold in Madras. 

14223. Q. Do the people prefer it to the Indian made 
longcloth ? 

A. It has a better ai)i)earance than the Indian long- 
cloth. 

14224. Q. What about the lasting quality ? 

A, 1 cannot sa}’. 

14225. Q, A gentleman told us this morning that 
Japanese comj>etition is a menace to. India. He was 
wrong you consider. 

A. It is a menace to India just like a preferential 
treatment to the Manchester piecegoods is. 

14226. Q. Apart from giving preferential treatment to 
the Manchester piecegoods, at present Japan is underselling 
her goods in India* Is not Japanese longcloth cheaper 
than Indian longcloth 

A. Yes, in some cases, 

14227. Q. Then is not Japan competing unfairly with 
Indian piecegoods ? 

A. Yes. 

14228.^ Q, Is it not a menace to lodia ? 

A. It is a menace, but I don*t think that it;^is a serious 
menace. 


Witness No. 96. 


The Southern fodia Chamber o! Cojitnerce; Indiau Chamber Buildings, North Beach> Madras. 


written statement, dated the 6th January 1922. ^ 


Bevenue Tariff. 

L4229. Q. We do not favour a policy of Free Trade for 
India. We generally favour a policy of Protection. In our 
opinion, India cannot bear further direct taxation and 
- we should prefer an increase in customs to any increase in 
direct taxation. From the point of view oi a Eevenue 
Tariff,, changes in the list of articles, or in the rate of 
taxation, at present, do not suggest themselves to us. We 
consider that the existing tariff policy has checked the 
growth of Indian industries and manufactures, and a 
continuance of this policy would only mean an increasing 
economic danger to India, When a duty is imposed bn 
au article imported from aoroad, we are opposed to an 
excise . duty on the same article manufactured in this 
country. In our opinion, the Indian manufacturer ought 
to be protected if he has to compete with a foreign 
manufacturer, and an excise duty on the home manufac- 
ture is the very opposite of the protective policy we are 
urging. 

Protective Tariff. 

14230. Q. The Indian Tariff, in our opinion, should be 
framed primarily with the object of^ostering Indian indus- 
tries. India is now dependent on foreign countries to a very 
large extent for m.mufaotured goods. Though we da 
not look forward to India becoming independent entirely, 
in this respect, in any length of time, we are anxious 
that the present state of dependence and helplessness 
should give way before a steady and vigorous (industrial 
advancement. We consider the masses of the j)opulation 
are far too poor and that their scale of wages and earnings 
should be considerably and speedily raised by providing 
industrial and manufacturing pursuits for them in a 
large measure. At present, the great [bulk ai'e only 
dependent on^ land and agriculture and this great tension 
should be relieved by a diversity of other occupations. 
For this purpose, we should not hesitate to ask for 
substantial aid to industries by means of protective tariffs. 
While we are generally in favour of a policy of protection, 
we should select industries for tariff assistance on certain 
principles. We should prefer such industries, for instance, 
as are likely to face foreign competition after a reasonable 
time, without assistance, to industries whic^i may require 
continuous assistance; as in the latter case, the result 
can only be a needless burden on the consumer. As a 
rule, we would urge protection for ail important industries 


which may be considered essential for national safety in 
times of war and for the general well-being in times of 
peace. Every promising nascent industry which has to 
struggle against an imported manufacture should, in our 
opinion, receive protection, until It is helped to stand 
on its^ own legs. We should not hesitate, to exi^ead 
protection wherever we find imports of corresponding 
foreign goods are favoured by artificial aids such as 
dmnping, bounties, subsidies, or transport concessions. 
Our attitude is one of active sympathy for hand industries 
and of all possible encouragement and aid for the 
"handloom weaving industry, in particular. In view of' the 
vaseness of the Indian population, their daily requirements, 
and the enormous numbers who are dependent on hand 
industries for their bare livelihoed, it is an economic 
necessity of paramount importance to keep alive and 
encourage the arts and handicrafts of India and assist 
them in all possible ways. Our attitude is one of earnest 
solicitude and anxiety for the success of the cotton 
handloom^ industry, in particular, as against all competi- 
tion. It is an ancient, universally popular, essential and 
artistically developed industry of the land. Considering 
the Indian population and its overflow in other countries, 
and their clothing requirements, and general taste, we do 
not apprehend that in any measurable length of time 
the powerloom industry will come to injurious competition 
with the handloom. - We wish the hand industries 
generally, and hand-weaving in particular, not only to be 
maintained but fostered and encouraged* I'be protected 
manufacturei’s may possibly combine to maintain monopoly 
prices, but protection can always be so regulated or 
withdrawn, if need be, as to counteract the evil effects of 
combination. Control, if at any time deemed necessary, 
in the interests of consumers may be imposed to regulate 
prices, to prevent exports, to fix the margin of profits, 
and even to take over the entire output for economic 
distribution,. All these methods were adopted during 
the war, and in any real emergency, for general good, 
suitable measares can always be adopted. But we cpnsider 
such a danger is more or less imaginary. Noi* are we 
apprehensive on the score that foieign firms will establish 
themselves in this country and receive the benefit of tbe ^ 
rotective tariff. The^ country and the people should be 
enefited indirectly even4n such a case, for it will mean, 
some scope for Indian labour and some opportunity for 
Indian skill. It is also something that the profits of such 
au industry will be derived in this courxtry. At the same 
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time, we are against any wholesale exploitation by foreign 
nrms established in this country, and for this purpose 
would suggest the amendment of the provisions of the 
Indian Companies Act suitably, to ensure a reasonable 
share in capital, control, and profits to Indian enterprise, 
in foreign Joint-stock ventures to be established in this 
country under protective auspices. Conflicts of local inter- 
ests among competing industries might arise as indicated 
in the Question I^o. 19, but there can be 'no difficulty 
in settling and adjusting such conflicts, as far as possible 
on the principle of aiding and encouraging the largest 
interests concerned^ instead of any narrow or sectional 
interests, however influential or wealthy. 

Protection and Prices. 

14231. Q. Protection may for a time tend to show a rise 
in prices of the protected articles, to the consumers, but this 
cau only he until the protected industry is helped to stand on 
its own legs and withstand competition. The temporary 
disadvantage will be more than made up in the long run 
when the industry has proved a success. We would be quite 
willing to accept an increase in price to the consumer 
for a time, for the sake of an industry beneficial to the 
people being encouraged and developed. The increased cost 
of living caused by increased tariffs would, in our 
opinion, be covered adequately by the rise in the wages 
and salaries fof the classes mentioned generally. The 
increased wages in the case of the industrial and agricul- 
tural wage-earner may not he the same in the beginning, but 
in the long run the difference will disappear. In any case, 
even should there be an incom’^eidence due to liigh prices, 
the sacrifice is worth making by those interests involved, 
for the “benefit of industrial development which ultimately 
is the development of the largest interests of the people and 
the country. 

Protection and Foreign Trade. 

14232. Q. Consistent with an active policy of fostering 
Industries by means of Protective Tariffs, we will do every- 
thing to carry on and improve our foreign trade. We will 
not urge a wasteful tariff war with our foreign customers, 
nor seriously impair our general commercial position for the 
sake of our industries. We will follow the example of the 
advanced Protectionist countries in developing their indi- 
genous industries in view to eventually increasing their 
foreign trade. 


TarifiPs and Bargaining. 

14333. Q. If we could advantageously bargain with other 
countries by the regulation of our tariffs, we should be glad 
to do so. We are not, however, for discriminative tariffs and 
prefer to hare a simple tariff for all, subject to our being 
free to retaliate where we are hit. 

Organisation. 

14234. Q. We would advocate a permanent organisation 
to investigate the claims of various industries for protection 
aud for the adjustment of tariff rates periodically. Such 
an organisation should he representative of the important 
interests in the country, as far as possible, with member- 
ship therein, on an elective basis, for a fixed period, with 
an advisory function, to the Central Legislature. 

Export Duties and Protection. 

14235. Q. We advocate the imposition of export duties 
wherever necessary for the encouragement of the manufac- 
tures of raw materials. On foodstuffs, we would ask for an 
export duty, only when the Indian prices are unreasonably 
high and also the cost of living ; or when there is a' scarcity. 
When there is an available surplus of food grains in the 
country, we will have no export duty except for hare revenue 
purposes. On other than foodstuffs, wherever there is a 
reasonable chance of converting raw products into manufac- 
tured articles usefully and advantageously to the country, 
we will not hesitate to ask for an export duty of a protec- 
tive character. 

Imperial Preference. 

14236. Q. We would not risk an economic loss for India 
for the sake of Imperial Preference. Our acceptance of Im- 
perial Preference in respect of any tariff-rated article would 
entirely depend upon the economic gain such preference may 
bring us. India is too poof to make anyj sacrifice for the 
sake of the Empire. On the other hand, we expect the 
rest of the Empire and specially Great Britain to afford 
us all possible advantages in their tariffs, even at some 
sacrifices of their ,f.interests, in view of the exploitation of 
our ^ commercial interests carried on ever so long, by 
forcing us to a free trade policy in spite of our economic 
and industrial infancy and helplessness. As regards parts 
of the Empire which are udoptina: a policy of excluding 
Indians on equal terms, any preference, needless to say, 
will be out of the question. We should not shrink ifoip 
active retaliation, if need be. 


Messrs. 0. DOBASWAMI AYUfENGEB and GOPAL MENON, representatives oi the Southern India 

Chamber o£ Commerce, Madras. 


Oral evidence, dated Madras, the 1st February 1922. 

Mr. lyyenger answered most of the questions and in places where Mr. Menou answered, his name- has 
been mentioned.) - " * ' , 


14237. Fresident. — Q, You represent the Southern 
India Chamber of Commerce ? 

X Yes. 

14238. Q. The members of your Association are interest- 
ed in import and export trade and in industries also ? 

X Yes. 

14239. Q. You say ‘in the 1st paragraph of your written 
statement that “ we consider that the existing policy has 
checked the growth of Indian industries and manufactures, 
and a continuance of this policy would only mean an in- 
creasing economic danger to India.*’ Will you please 
explain what you mean by that P 
J.. (Mrf Menon) That means we ate nob protected in the 
case of certain industries by special tariffs. 

.14240. Q. My question was this. You say that the 
existing tariff policy which is based on free trade principles 
has checked the growth of Indian industries and manufac- 
tures and that a continuance of this policy will only mean 
an economic danger to India.. Please explain what is 
meant by the expression ‘ economic danger.* 

-4. (Mr. Menon) Because the advancedn ations will be 
able to put goods on the market at a much cheaper price 
than people who are engaged in industries here. In that 
way, the home industries might not be able to compete sue-, 
cessfully with the foreign manufacturer. ' 

14241. Q. I quite see that, but how will that be an 
economic danger ? Do you mean that India under these 
conditions will always remain an agricultural country ? 


X If the present free trade policy is going tc ho con- 
tinued our fear is that sooner or later even the few indus- 
tries that we have will be swamped by the flood of imports 
into this country : there will be no industrial advancement, 
and we will in consequence lose our ground economically, 
that is, our people will not have the labour that they should 
have, the country will not have the wealth that it should 
have, and the progress of the nation as a whole will be 
retarded. That is what we mean by economic danger. 

14242. Q. Then under the heading Protective Tariff,’* 
you say that “we axe anxious that the present state of 
dependence and helplessness .should give way before a steady 
and vigorous industrial advancement/’ that is to say, you 
would advocate a fiscal policy “of a vigorous’ character, 
which would promote the industrial advancement of the 
country and save it from its present state of dependence 
and helplessness in regard to its supplies. 

A. Yes. 

14243. Q. That would mean that the country- will have 
to pay for it, . 

A. Yes. 

14244. Q. Are you prepared to undertake the liability to 
achieve that goal P ' ' ^ 

A^ [Mr. Menon) In the initial stage, we shall have to.' 

14245. Q. Are yon prepared to -pay ? , ^ , 

A, Yes, onr idea is that our industrial advance fs worth 
any sacrifice. That is the importance^ we attach to our 
industrial progress. - ' . . 
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14246. Q. I take it that your policy is that indas.trial 
advance is worth a suhstantial sacrifice and that y<m are 
prepared to pay for it. 

A» Yes. 

14247. Q. Then as regards the establishment of indus- 
tries behind the protective walls by foreign iirms you say as 
follows : - Ab the same time, we are against any whole- 
sale exploitation by foreign firms established in this 
country, and for this purpose would suggest the amend- 
ment of the provisions of the Indian Companies Act 
suitably, to ensure a reasonable share in capital, control 
and profits to Indian enterprise in foreign joint-stock ven- 
tures to be established in this country under protective 
auspices.*^ Will you please explain a little more in detail 
what safeguards you require under this head? 

We purposely left this in a general way because we 
thought that in a metier of detail like that there might be 
room for difference of opinion and that point might be 
discussed and the exact limits defined later on. , At the 
game time we would like to ssy that in the case of foreign 
companies or industrial ventures being started we would 
like to have a proportion between 60 and 76 per cent, of 
the capital being left open to Indian subscribers, and 
instead of taking away the benefits of that investment by 
foreign managing agencies, we would also insist upon a 
reasonable share of the managing agency profits accruing 
to Indian interests. This thing would have to he controll- 
ed by the provisions of the Indian Companies Act. In 
that case it would only apply to joint-stock enterprises. 
We thought that we might leave alone the private enter- 
prises and take hold of foreign joint-stock enterprises and 
ask for suitable provisions in the Act to ensure the Indian 
in^rests being safeguarded. That was our general idea 
hxit BO far as the details are concerned, we would like them 
to be settled after further discussion. 

14248. Q. Do you think that your suggestion can be 
-carried out in inactice effectively ? 

A, We had our fears but in view of the agencj to he 
employed for regulating the scientific tariff we thought this 
might also, be settled by the permanent Commission which 
we have proposed . 

14249. Q. How could you have management on a joint 
basis? 

A. At all events where the management is entirely 
forwgn, our fear is that the benefit to u.s will be nil and 
that we ought to guaid against that. 

14250. Q. In view of that^ opinion, it would be very 
interesting to know what practical suggestions you have to 
make? 

A, So far as the management goes? , 

14261. Q. Yes, management and capital. 

A* Of course, it is not such an easy matter to lay down 
rules definitely. Even with regard to capital it is just 
possible that the share-holders are not as they are repre- 
sented to be. It might be European or Indian or any 
other foi* aught we know, but that is the result we desire 
to achieve (and we have not thought out exactly as to how 
it should he done) because it is the industrial advancement 
of tbe country to which we are aspiring, 

14262. Mr. Warottam Morarjee, — Q. You say ‘*We 
should prefer such industries, for instance, as are likely to 
Jace foreign competition after a reasonable time, without 
assistance, to industries which may requlie continuous 
assistance.” 

A, Yeak 

14263. Q- Wll ydu name some industries which could 
be established hj&xef 

A, So far as Indian conditions are concerned, I 

would urge for your con^»ide?atjon the oil seeds industry. 
We export about Es. 5 crores worth of oil seeds from this 
Presidency. These are sent out in their raw An 

attempt was recently made by the Tatas to stai’t an oil mill 
factory on this side but it has not yet come to pass. ^ We 
should like such an industry started. Take again the 
tanning industry. We export a large quantity of hides 
and skins from this Presidency. We should like the 
tanning industry to be established, hut in all these cases 
our point is that the protective aid we ask for is with a 
view to establish these industries in the country and it is 
specially for^ that that we ask fer protection. When once 
these industries are established and they are able to stand 
on their own legs, protection would become undesirable 
and we would not ask for it. We would ask for its 
removal. 

14254. Q. With regard to handlooms you say ** Our 
attitude is one of active sympathy for hand industries and 
of all possible encouragement and aid for/ the handloom 
weaving industry, in particular.” How would yon like to 
give encouragement for the handloom industry ? 


A, At present suflicient attention is not being given to 
the development of the handloom industry, notwithstand- 
ing the efforts of the Industries Department here. There 
are peripatetic weaving experts going about distributing 
handlooms, and educating the weavers and encouraging , 
them to form co-operative societies and things of that kind. 

In this case the encouragement of the handloom industry 
would not be by means of a tariff. It would he by maans 
of active aid from tbe G-overnment. 

142oo. Q. What sort of active aid ? 

A. By .way of getting them ^ cheap looms, the raw 
materials which they require, railway facilities in getting 
raw materials and by starting a number of weaving schools ; 
by employing a number of weaving experts and by finding 
a market for hand made goods. At present these goods are 
being consumed largely in the country and if there should 
be a further demand for the hand woven goods within the 
country and elsewhere, we should find this industry thriv- 
ing. .For instance, tbe so-called ^Madras handkerchiefs are 
all hand woven. They have a market in Singapore, South 
Africa and other places. Of course, a great deal can be 
done by way of finding a market and by making it worth 
the while of the weavers to weave more and more. 

14256. Sir Montagu TFcSJ.— Q. May I ask how many 
members there are in your Chamber ? 

A. About 235. 

14257. Q. And what businesses are they engaged in 
mostly ? 

A. Most of them are hides and skins merchants, next 
come the piecegoods merchants ; next come the tanners, 
then the metal importers. 

1 1258. Q. Are any cf your members engaged in indus- 
trial undertakings other than the tanneries ? 

A, There are members who are engaged in cotton 
spinning. 

14259. Q. In mills'' or handlooms ? 

A. In mills. There are members who are engaged in 
the jute industry. 

14260. Q. date mills? 

A. Yes. 

14261, Q. Have you jute mills here? 

A. Notin Madras hut in Ellore within the Presidency. 

I am only speaking of the major industries. There are 
also several engaged in minor industries like soap making 
and oil making. 

14262. Q. When you say in your opening paragraph 
that the existing tariff policy has checked the growth of 
industries, you recognise, I take it, that industries have 
grown very considerably during the last 30 years in differ- 
ent parts of the country ? 

A, They have grown we admit, but^ not very consider- 
ably. They would have grown considerably but for the 
present tariff regulations. 

14263. Q. They would have grown had it not been 
for the tariff ? 

A. Yes. {Mr. Menon) I think that the cotton industry 
is the only industry that has grown in such a way as to 
compete with the foreign goods. Take for instance the 
paper industry or the sugar industry or the match industry. 
These are all handicapped. The paper industry to-day is 
suffering severely from foreign competition. 

14264. Q. Don’t you think that some of the industries 
which you mentioned ai’S suffering more from lack of raw 
malerials, inadequate machinery and want of proper 
facilities P 

A. {Mr. Menon) Yes to some extent but with re- 
gard to prices also they are suffering. Take for instance 
the paper industry. Foreign mills are now putting paper 
on the market at such a low price that tlie mfils in Bengal 
are not in a porition to compete with the imported 
article. . ' < ' " " 

14265. Q. In Bengal the mills are not able to make the , 
very best qualities of paper at all. Are they ? 

i. They are making white glazed printing creamlaid and 
brow.n paper and things like that but not nnglazed printing 
successfully. 

14266, Q. The reason why I ask this question is because 
I myself am personally engaged in the development of 
industries in India and I have never felt that the tariff 
was interfering with me in any way. I have always foand 
that the difficulties were of an entirely different kind not 
connected with, our tariff. That is why I ask you very 
particularly, why you think that the tariff is the main 
difficulty or one of the chief difficulties? 

A. To soipe extent there may be difficulties for 
talists here to get up-to-date appliances. . . * 

l4i267;i Q. What is your experience in the way <sf 
getting adequate appliances? 



. 609 


A. Within the last five or six years owin^ to war there 
wag some difiiculty but with reference to the position yon 
took may I invite your attention to the sugar industry in 
this country ? 

14268. Q, Have you read the Sugar Committee’s report 
where the whole matter has been dealt with very exhaus- 
tively? That Committee do not recommend an import 
tarift’ as the best way of overcoming the trouble. 

A, However this is what I submit with reference 
to the sugar industry. Notwithstanding the 15 per cent, 
duty which you have now, our progress has not been 
sufficient in spite of the advantages we have in this 
country. Supposing we have, instead of 15 per cent., 
.SO per cent, duty on sugar, surely oni cultivators of 
sugarcane and ^ our manufacture of sugar will increase. 
As to the difficulties, we recognise that this is an 
overwhelming difficulty which comes upon the top of 
other difficulties. So we would like this to be removed. 

14269. Q, That is not the opinion of the Sugar Com- 
mittee. You differ from them ? 

^ A» At present I am unable to discuss their conclu- 
sions. Whatever they are, with reference to the question 
you now put, I beg to state this that in case there 
should be this protective aid, the other difficulties 
that we have for starting and successfully working 
industries might easily be overcome but this is an 
insuperable difficulty. Unless capitalists and industrialists 
are assured that they can always expect a favourable and 
encouraging market here and elsewhere for the manufac- 
tured^ article, the other difficulties will remain and even 
may increase and so it is we ask that this protective aid 
should come first and the other difficulties will in course 
of time vanish. That is the position we talce up. 

14270. Q. That is what you feel is the best solution? 

A* Yea. 

14271. Q, I should like to ask you one or two questions 
more. In your remarks under the head Protective tarifi! 
you suggest an amendment of the Indian Companies Act 
so as to ensure to Indians a reasonable share of the capital 
and the control and profits to Indian enterprise. Have you 
in your experience found any distinction made or any 
hindrance put in the way of Indian capitalists subscribing 
to a limited company ? 

A, No. At all events we are not prepaied to say 
offhand that there have been such hindrances, m. 

14272. Q. Have you known any in your personal experi- 
ence ? Again I ask because 1 myself have floated a number 
of companies in India and I have always been most ready to 
receive Indian capital. I hare never known in the whole 
of my experience one single instance in which Indian 
capital bus been rejected because it was Indian. 

A. Our experience is also mostly in that way but the 
point of om representation is this that in case really protec- 
tive duties are going to be imposed and in case foreigners 
are going to take advantage of the protective tariff and 
establish themselves and handicap us here in our own 
country within our own doors .... 

' 14273. Q. How can they handicap you ? 

A. That is there are industrially advanced countries. 
Take for instance America or Japan. They have a lot 
of surplus capital which they control. Supposing in 
view of the tariff aid which we are getting the ont- 
siders come in and take advantage of this more readily 
than we, considering our own conditions and our present 
industrial backwardness, all this cry for protection' and 
all this demand for help will become useless in case the 
whole benefit goes to them. 

14274. Q. In case some discrimination should be made 
In future which has not been made in the past — there is no 
discrimination that I know of in the formation of com- 
panies under the Indian Companies Act and I have never 
heard: so far of any discrimination being. made,~you would 
like some protection or some assurance that Indian share- 
holders should obtain the major portion - of the capital of 
any new venture. 

A, Even as 'regards the existiiisr conditions, we would 
not go to the length you go because only the other 
day we heard, of a big steel company being floated in 
Calcutta and we do not know where we are in it. For aught 
we know there may be no Indian shareholder and no Indian 
money going into it and in oases of big ventures being 
started with an initial assurance of success it is just 
possible that those who represent the country and those 
who are interested in the people would get very little- 
share. It may not be open to them at all. By the time 
they find that there is a company being floated they 
might also be told that there are no shares offering. 
Thmgs like that may happen^ 


14*375. Q. What I understand is that you are not speak* 
ing from your practical knowledge of what has happened but 
that you are only apprehensive that in future some unfair 
^distinction might be made, and that you are anxious to 
safeguard against that. 

A, So far as the future is concerned that is our main 
fear. 

14276. Q. If it has not happonel in the past, why 
should you suddenly fear that 4 may happen in the future f 
Why should you have this fear ? 

A. Things which had not happened in the past might 
happen in the future. 

14277. Q. In my experience there has never been any 
hindrance to Indian capital coming into the limited com- 
panies. There has been no hindrance to Indians receiving the 
full benefit of that. There has never been any hindrance to 
Indian Directors being appointed, and as far as I know 
' there has been no hindrance to Indians controlling even 
industries. ^ We are only too anxious to have Indians 
controlling industries. So far as my personal knowledge 
goes, I don’t remember any difficulties being put in the 
way of Indians. 

A, I would leave the coal industry, the jute industry 
and others to those who are interested in them. So far as 
the Southern India is concerned,^ it is not our experience, 
but it is justjpossible that cases might arise. 

14278. Q. I should like to pursue the same subject a little 
further in another respect. What your request amounts 
to appears to he this, that in future in the building up of 
an industry, talent and ability should not he taken so much 
into consideration as racial qualifications, that is to say 
that future business is not to bebuilt up on the prineixfie 
that the most enterprising man gets the best remits, but 
rather that you prevent the most enterprising man getting 
the best results and make certain that the Indian capitalist 
shouM hold^ a predominating place, no matter whether 
he is enterprising or whether he is the best man and has the 
requisite talent. 

A, We are anxious to get as much talent as we can for 
the industries to be run 5 we are anxious to get as much 
capital as we can but at the same time our fear is this 
that in the employment of talents and the employment 
of capital it should not happen that we are nowhere. 

14279. Q. There is no handicap at present. 

A. I say that in case there should,be wholesale protec- 
tion for industries in this country, such a thing might 
happen. We think that our fear is understandable at all 
events- 

14280. Q. I am trying to understand it, What you 
apprehend is that more entori^rising people might take 
advantage of the situation and you don’t, want more 
enterprising people to come in. You would rather check 
industrial development and only alloV them to extend their 
enterprise on condition that they take Indians into paitnex* 
ship to a very large extent p 

A* Then I would say this that we would surely prefer not 
to, see India being made a field for enterprises of every kind 
and from everywhere. It is not our idea, to put it positively, 
that we should throw our country and resources open to ail 
enterprise from wherever it may come. It is for the 
encouragement of our talent and our enterprise that we 
ask for protection. ' That being so you can recogni.se our 
difficulty and our anxiety to secure our advancement, 

14*381. Q. Let me put one more question. Can I carry 
your positiort thus far : would you prefer that this country 
shoula not be developed at all by forei^m enterprise rather 
than that foreign enterprise should be allowed a free hand ? 

A- You are putting two extreme positions. 

14*282. Q, 1 am endeavouring to get at what your 
position is ? 

A. My position is between these two extremes. I 
would have foreign capital and I am anxious to have the 
utmost industrial development. I would hare such talent 
and such foreign capital as is necessary to ensure the ad- 
yancement of this country, but if it is going to absorb me, 
surely I would stand against it, I would explain' my 
position by putting it thus; take for instance a , country 
like Great Britain. If, in the development of British 
industries, foreign ^capital came in you would nofc^ he 
against it, I dare say the Britisher would net he agaiust 
it. But at the same time if that foreign capital should 
establish itself in such a way^^t the whole benefit of 
it goes out of Great Britain, tnOTihe Britisher would be 
against it. 

14283. Q. There is no legislation in England to prevent 
it? 

A, The necessity has not arisen in your case, because 
you could always take care of yourself, hut we here are Jite 
infants, helpless. I would put my position In amal^er 

^ ' 
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■way, A wholesale exploitation of British resources by 
America, Japan or Clermauy, yon would never tolerate. 
So we would not tolerate cmiside exploitation of our 
country. Within limits we do want foreign capital and 
we do want foreign skill and we do want foreign talents. 
We are not so selfisli as to say that we can do everything 
ourselves. We do not want to have a ring fence. 

14284. Q. Now, in the matter of export duties, you 
advocate the imposition of exiiort duties wherever necessary 
for the encouragement of the manufacture of raw materials. 
Do you know of any country in the world where this 
policy is adopted? 

A. (Ji>. Menoti) We are exporting raw materials 
more than any other country. 

J4286. Q. r do not think so. If you examine the 
statistics of America, you will find that North and South 
America are very large exporters of raw material'^. Do 
you know any country in the world where the policy of en- 
couraging the manufacture of raw materials is attempted to 
he carried out by means of export duties ? I do not know 
niTself, but my information may not be complete. 

A, I should think every protective country does that. 

14236, Q. You would think so, but do you know of any 
protective country which does it. 

A, I am not in a position to say that any coun- 
try does that with reference to any article, but I daresay 
that it is part and parcel of a protective policy. As I told 
you just now, we have oilseeds in this country. Surely 
we want orfr oilseeds to bo converted into oil and into 
manure. The best way of doing it would be to impose 
an export duty on raw materials, 

14287. Q. You think it would be the best way, but I 
cannot accept that it is the best way. 

' A. I shall try to persuade you, 

14288. Q. Let me hear your reasons P 

A* The fundamental position I have explained to 
you, and that is as many industries as possible should be 
started. The peculiarity of our country is that we pro- 
duce a great^ deal of raw materials, but we do not manu- 
facture thorn in this country. In the absence of a pro- 
teeth e duty other countries have now every facility to take 
away our raw materials. We want to manufacture oir 
raw materials in our country, and if we do not prevent^ the 
free export of raw materials from onr country, there is no 
chance of our maunfacturing these articles at any time. 
Eor instance, even with regard to an article like ■v’pheat, 
which is a foodstuff, a great deal of it is being exported. 

14289. Q, I suggest that only a very small percentage. 

A^ A small percentage of the whole production, bat a 
great deal of what is left after our consumption. We should 
like all that to be converted into flour before it is sent out. 
Why should we not have on export duty on the exportable 
smplus of wheat, oilseeds, coooanut kernels, etc. ? It would 
directly aid the manufacture in this country. I do not 
quite realise the difficulty you suggest, that such a * duty 
has not been imposed in other oountriesi. If they do not 
do it, they are not looking after their protective tariffs in 
the way they should. When we ask for protection it goes 
without saying that in a matter like this, we should have 
an export duty. 

14290. Q. I put it to you that among the largest export- 
ing countries of raw materials are the United Statep, 
Argentine, Canada and Brazil. They are among the largest 
exporters of raw materials in the world, and they arc 
highly protectionist countries, but none of them have got 
export duties. 

A. Of course, if they have an article which they cannot 
manufacture within *the country, they should have no 
export duty.^ But if they can manufacture the raw 
material within the country and they do not put an export 
duty, I should think they are short-sighted. 

X4291. Q. You think that America is shoi’t-sightel ? 

A, I won’t put myself to that position- 

14292, Q. What about the interests of the agriculturist. 
The export duty, I take it, woul \ in s>me cases tend to reduce 
the price. Tuerefore you arc taking away a part of the 
earning of the agriculturists who form the largest pari, of 
the population ? 

A, This is not the first time we hear of this great 
solicitude for the agriculturists. At the same time, if they 
have undergo some sacrifice, vre should say, taking the 
interests of the country as a whole, the advantages to be 
derived by an industrial advancement of the country, the 
skilled labour, and the profits that accrue to the people of 
the country that sacrifice is worth making. 

14293. Q, Have yon any interest in agriculture? 

A. Are you asking me individually. Sir? 

14294. Q. Yes. . 


14295. Q. What crops are you interested in ? 

A, I raise paddy and I raise groundnuts. 

14293. Q.. And you would be prepared to accept a 
smaller price for your paddy and your groundnuts in the 
interest of the country? 

A. Surely, I should have no objection. 

14297. Mr. Coyajee. — Q. Please permit me to define 
the scope of protection as recommended by you. In the 
first ]3lace you would give protection to every xmomising 
nascent industry straggling against imports. Secondl3% 
you would protect those industries whicli are considered 
essential for national safety in time of war. Thirdly, you 
would give protection against foreign goods favoured by 
arti6cial aids such as dumping, bounties, subsidies, etc., 
which would cause unfair competition. These are your 
main principles, and I might add that generally speaking 
you are not in favour of continuous assistance in the shape 
of protection. 

A. No. 

14293. Q. Then we come to the question of conflicts of 
local interest*. You say; ^‘Conflicts of local interest 
amongst competing industries might arise as indicated in the 
question, but there can he no difficulty in settling and 
adjusting such conflicts, as far as possible on the principle 
of aiding and encouraging the largest interests concerned, 
instead of any narrow or sectional interests, however in- 
fluential or wealthy.” This is the test, .as it were, which 
yon would apply whenever any conflict arises to bring 
About a solution. Now several cases of such conflicts have 
arisen before ns and we will take, if you please, one or two 
of these, and I would ask you to apply that principle in 
order to settle the conflict. First of all there is iron and 
steel as a raw ’’material. If you give protection to this, the 
industries making machinery would ask for protection, and 
the industries iwbich make use of the machinery for 
producing finished articles would ask for protection 
Wause the price of machinery would rise if protection is 
given to machinery -makers. Hov^r will you apply in the 
case of such a conflict the principle which you liave laid 
down ? 

A, Would you allow me to take another instance? 

I will take the spinning industry and the weaving indus- 
try. Of course if the spinner gets protection the weaver 
suffers, ahi if the weaver gets tree yarn the spinner 
suffers. It is an obvious conflict, but wo would try and 
reconcile the two. We would take the extent of protection 
and the extent of help needed. That would be largely a 
question of the actual conditions of each industry at the 
time. It is only where protection is absolutely necessary 
for establishing the industry that we ask for it. Where 
it does not require such protection we are not going to 
give it. It will depend on the actual condition of each 
industry how we regulate the range of protection. On 
the whole this protection should be applied scientifically 
and on very delicate lines. Surely those who wonc 
that scientific system, we expect, will take due note of the 
actual condition of each industry. 

14299. Q. But as cotton mill-owners do you not know 
the present conditions of the weaving and the spinning 
industries ?^ 

X We will leave it to the actual spinners and weavers ^ 
on the Bombay side. 

14300. Q. On the question of export duties, you say 
“ On other than foodstuffs, wherever there is a reasonable 
chaucS of converting raw products into manufactured articles 
usefully and advantageously to the country, we will 
not hesitate to ask for an export duty of a protective 
character.** Now I would put to you this consideration- 
would it not be more advisable to wait and see whether 
our domestic manufacturers are likely to suffer from some 
scarcity of raw material owing to foreign competitron 
before applying the ' export duty ? . Should we not see 
whether oar own manufacturers are suffering from the 
raw materials being carried away by foreigners and there- 
fore not being made available to them before an export 
duty is imposed. 

A* {Mr. Menoni) In the case of oilseeds now 75 per 
cent, of the tgroundn its^ produced in the country are 
takpn away. Suppose a portion of it is converted into 
oil here and the cakes left in the country, that will help 
the agriculturists a great deal. So can*t we start im- 
posing export duties with regard to oilseeds P 

14301. Q. But should we not see whether there are 
enough oil-crashing mills in the country to consume the 
75 per cent, we export ? 

A. (Mr. Menon) Of course. When there is a know- 
ing that the manufacturers are going to he protected 
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14302. Q. TLerefore, export duties should be judi- 
ciously imposed P 

jL Meno?i) Yes. India is a country where "we 
grow a lot of raw materials and export duties, if judicious- 
ly imposed, will be one of the means by which the industrial 
development of India can be helped. 

14303. Q. — That is ultimately after seeing that we have 
some manufacturers here who will take advantage of con- 
suming at least a portion of the raw material ? 

A, {Mr. Menon) We do not want to handicap the pro- 
ducers of the raw material. 

Il304. Q. You have asserted, gentlemen, that you 
possess tanneries in Madras. Now, there is an important 
question as regards that. Have your tanneries been 
materiall;;^ assisted by the 15 per cent, export duty ? 

A. It is rather unfortunate that we have not gob with 
us to-day the representative of the tanning industry. But 
so far as we have gathered, the 15 per cent, duty has 
not benefited the tanning industry in this country. It 
has not done so because the export duty is of a very 
peculiar kind. It does not avail as against tlie biggest 
takers of our hides and skins, i.e,. Great Britain and the 
Colonies ; it a\ails only so far as our exports outside the 
Dominions and Great Britain are concerned, and so the 
effect of that duty is very much reduced by the way in 
which it is imposed. There has been a lengthening of 
the period of the drawbacks. The export duty practically 
comes to this ; that on all exports of hides and skins from 
this country there is only an export duty of 5 per cent. 
It should be still higher and this so-called preference is 
not calculated to help the industry in India. Tbat ia 
what we gather. If our exporters were here they would be 
able to substantiate this view much better. But that is 
the general feeling among the tanners in this country. 

14305. Sir Manechjee Dadahhoy. — Q. What is your 
conclusion about this duty. Should it be increased 

A. This 15 per cent, is not uniform. The rebate should 
be removed. The rebate is not- for the benefit of the 
tanning industry here : it is for the benefit of others else- 
where. The result of this export duty has been to develop 
not the tanning industry of this country but the tanning 
industry of Great Britain and the Dominions. 

14306, Mr, Co^aJee.-^Q. But I would submit to you 
that Sir NTilratan Sircar at Calcutta told os chat this 
export duty has reduced the price of hides aad skins and 
has helped his tannery to get the raw material cheap. 

A, 1 am afraid I cannot go more fully into the ques- 
tion. 

14307. Mr. Seshagm Agyar.—Q. As regaids the ques- 
tion which was put to you by Sir Montagu Webb, about 
the non-existence of an export duty on raw materials in 
America although she is a large exporter of raw materials, 
are you aware in this connection that the non-existence 
of an export duty ou raw materials in America is no« duo 
to the unwillingness of the Americans to impose an export 
duty, but it is due to the fact that they have been i)revent- 
ed by their Constitution ? 

14308. Sir Montagu Webb, — Q. That does not apply to 
Brazil, Canada or Argentine. And who prevented Ameri- 
cans ? It is the growers of the raw products that' prevented 
them. 

14309, Mr, Seshagiri Ay gar , — There has been this con- 
flict of interest between the agriculturists and the industri- 
alists, and at the very beginning the agriculturists were 
astute enough to have inserted in the Constitution a clause 
that there should bo no export duty on raw materials* 

A, I am quite happy to catch that idea. In America, 

I have beard so much of these combines and of the extra- 
ordinary way in which they carry on their special interest. 
Such a thing is quite ]5ossible, and it is quite in keeping 
with the general idea I have of the American way of 
doing things. 

14310. Q. I think to a certain extent you have anti- 
cipated my question, when you said that when foreign 
firms come to establish themselves in this country you 
want a share in th<^r management for more than one 
reason. As you yourself put it, you want protection in 
order that the wealth of the country may be increased. 
The wealth of the country cannot be increased if you 
allow foreign capitalists to completely take away the 
profits. Then you want our experts to be trained in 
industrial lines, and if yon allow foreigneis to be here you 
cannot have tlat benefit. 

A, 1 will continue to be the infant I am. 

14311. Q. These are your reasons which you have for 
saying that if possible you would like to have some share 
ol the capital to be subsciibed by Indians if a firm is to be 
started by Europeans. 

— Yes. 


14312, Q. Now, there is one other matter raised by the 
President. You know that in the recent Railway Commit- 
tee’s report they have pointed out that where tbo manage- 
ment is outside the country the interests of this country 
are not being properly locked after. That is why you 
want the management to be located in this country and 
shared in by Indians P 

A. Yes. 

14313. Q. Now coming to Mr, Gopal Menon. So far 
as Madras is concerned you have got con^^idorable experience 
of Madras, There is no si.ch heavy capital in this Presi-. 
dency as there is in Bombay ? 

No. ... 

14314. Q. The capital is in a large number of hands 
and it is all of small sums. I mean that the individual 
capitalists are smaller in this Presidency than in Bombay 
or Calcutta, and naturally they are not willing to risk any 
portion ot it in enterprise, 

A, Very little is’ coming forward for inda>trial de y clop- 
meut. 

14315. Q. So, if there is a protective duty that would 
give them encouragement to invest in industrial enterprises, 
a great deal ot the capital that is now wasted on jewels and 
ornaments would be employed. 

A. Yes. 

14316. Q. If there is protection to the induhtries, these 
small capitalists would be willing to come forward and in- 
vest in indust I ial enterprises. If they have to face foreign 
competition without protection, then they would not be bold 
enough to come forward and risk their capital in industrial 
enterprises, 

-dl. If the capital is assured of a reasonable return, I 
am sure that capital will be forthcoming. 

14317. Q. Now with regard to the handloom industry, 
at present there is no duty upon yarn imported ? 

A. (Mr. Menofi) Yes, it is free of duty. 

14318. Q. Supposing a duty is imposed upon yarn,' 
How would it affect the handloom industry in Madras? 

A. (Mr, Meno7t) As Mr. Doraswami' Ayyangar 
pointed out a little while ago the handloom industry is 
in a disorganised state. That is one reason why the people 
who are engaged ia the handloom industry are not in a 
position, as other people are to find markets for their 
ffOf'ds. Consequently the price of the handloom products, 
Sy the time’ it gets to the consumers, is very much 
enhanced. 

14319. Q. What I am anxious to know is this. 
Supposing a duty is imposed upon the finer counts of yarn 
(because in a number of places in Madras finer counts of 
yarn are used for weaving), would it not affect the hand- 
loom industry ? ' 

A. (Mr, Mellon) It depends upon what duiy you 
impose. 

14320. Q. Take 10 per cent. 

A. (Mr. Menm.) That would be a big jump. 

14321. Q. 5 per cent. ? 

A. (Mr, Menon.) A small percentage may not affect 
say 2i per cent. 

14322. Q. A^duty of 5 per cent, if levied, would 
affect the handloom industry. Is that so ? 

A, (Mr. Menon.) 2| or 5 per cent, for the sake ^ of 
revenue may not affect, because we have been paying 
higher prices for the last 4 years for all counts of cloths 
and people have been habituated during the last four years 
to paying higher prices. 

14323. Mr, Bormwami Ayyangar . — I should like to 
go Into the question a little more closely. Your suggestion 
is that a protective duty should be imposed upon finer 
counts of yarn imported Inio this country. 

14324. Q. I will put it this way. Suppose a tariff duty 
is levied. Would it affect tlw Irvndloona indusury? 

A. It will have no effect, I think. 

14825. Q. Why do you think so ? At i>rcseut don’t 
j ou think that the handloom industry is not in a flourish- 
insr condition? I do not think they are deriving much 
profits. 

A, No. 

14326. Q. If a duty is levied upon yarn which they 
purchase for the purpose of converting into goods, would 
not that enhance the price of their goods ? 

A. I understand that you aie contemplating this 
duty on the higher counts of yarn ? 

14327. Q. Take all counts first. If there is a duty 
on all imports of yam, surely lit Will have its effect on the 
handloom industry. 

4, It will have the effect of helping the handloom 
industry up to 4Ds; beyond that it will have no 
because we are not epinning by hand, yarn above 40s. 

14328. Q. In some cases they spin 60s and 80s. 
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J. Those are rare cases. 

14329. Q, Do you then say that import duty on yarn 
below 20 counts would help handloom industry ? 

-4. Below 20 it will decidedly help. 

14330. Q. How would it help ? 

My own idea is that so far as I have gathered the 
figures of imports of yarn below 20s do not count at all 
now. Practically we are not importing yarn of 20s and 
below. All this comes out of the handloom or the spinning 
mills in this country* 

24331. Q, You say that band spun yarn up^ to 20s is 
being largely used in the handloom industries. ITow 
as between the handloom industry and the powerloora 
in this country is there not likely to be a conflict ? 

A, Yes, there is likely to be. ^ 

14332. Q. Mills cannot spin yarn beyond 50 counts 
and you will have to depend upon foreign yarn for any 
count beyond 50 or 60. 

A, I accept that with some reservation. Per I - find 
from the statistics that gradually mills have been produc- 
ing higher and higher counts. 

14333, Q. Certainly not beyond 60s, because they say 
that the atmosphere is not favourable for it. 

A, The monthly returns of the xnills in this country 
show that yarn of even lOQ counts are being spun in this 
country. , 

14334. 3fr* Narottam Morctrjee , — I think you said 
your mill does not spin more than 60 counts. 

JL, It did. At present we do not spin. 

14336, Mr. Seshagiri Is there any mill here 

which produces more than 60 counts ? 

A. There may he a few. 

14386. Q, Do you say^that the hand spinners would 
be content with counts b^elow 20 ? 

A. G-enerally. 

14337. Q. You say that mills will take to spinning 
beyond 20. 

A*^ I say that they have a limit of 00 beyond which 
they do not spin, 

14388. Q, Therefore the handloom industry will have 
t<J depend upon foreign yanx beyond 60 counts. 

' A.^ It depends upon climatic conditions. The climatic 
conditions in this countiy are so varied that we can take to 
spinning any counts Mder favourable conditions. For 
instance we can start bait a dozen mills in Bangalore. 

14339. Mr. Mant — In reply to Sir Montagu Webb 
you explained that you think it necessary to impose restric- 
tions on foreign firms establishing themselves in this coun- 
try. I do not want to tread the came ground or re-open the 
question. But assumiug that the policy were accepted, 

I want to know how you j)ropose to cany it out. You wish 
to ensure a reasonable share of Indian capital, control and 
profits to Indian .enterprise, Taking capital first, I would 
like to know exactly 'pAxat you propose to do. Im you pro- 
pose that a certain share of the capital of the joint-stock 
companies that may he floated should be open to subsenp- 
^ ti<m in this country ?’ 

A. Yes. 

14340. Q. When you say Indian enlerptise, you merely 
mean that capital should he subscribed in India ? 

A. It should he left open to Indians to subscribe 
hi uhe ^ first instance and there should be a statutory 
restriction upon a certain proportion of the shares not 
being transfeired to other than Indian hands. 

1434L; Q. Would you prescribe that a. certain puopor- 
ilohtol the should be solely in Indian hands ? 

A. Yes. 

14342, Would you allow them to be sold subse- 
quently or would you prescribe that the company must 
always have a certain proportion of shares held by persons 
of Indian domicile ? 

A. I will go to that length. That is, I- would not 
only expect that a certain proportion of the shares should 
be , offered to Indians in the first instance, hut subse- 
quently I would also urge that restrictions should be placed 
in the way of these shares being transferred to other than. 
Indians beyond a certain limit. 

14343. Q. Then you would have two sets of shares in 
tlie same company ? 

A, Yes, two different seta at two different prices* 

14344. Q. Would not there be any difficulty in floating 
such companies \ 

A. I am prepared to he generous enough to say that I 
would admit others also to share with you; 

3.4345. Q. I am not raising any question of policy. I 
am considering the practical application of the policy. 
Would not there be difficulty if the company should have 
two sets of shares and probably two sets of prices ? 


A. I do not expect any serious difficulty in working 
the companies under those conditions. 

14346. Q. Then coming to the question of control, what 
do you mean that a certain proportion of the Directors 
should be of Indian domicile ? ^ 

A. Just as we have in the case of the Imperial Bank 
two or three of the directors must be Indians. 

14B47. Q. Then you mean the directorate ? 

A. Yes. 

14348. Q. In regard to profits what exactly do you 

mean by that ? „ , r. i, 

A. If these are ensured the profits should follow. 

14549. Q. Then you need not mention that separately. 

It is the same thing as capital ? 

A. If the proportion of share-holders and a reasonable 
share in the management are ensured, the profit naturally 
follows. 

14350. Q. Do you think that this restriction which you 
propose will encourage the inflow of foreign capital into 
India ? 

A. It must ; if foreign capital comes to this country 
it is because it is able to find scof)e for investment. 

It is not for charity that it comes but for profit. And as 
long as it is profitable 1 do not see why foreign capital would 
not come in, 

14351. Q, What I want to know is whether the present 
flow of capital will continue under the restrictions you 
propose. 

A. I have no apprehensions on that account. 

14352. Q. With reference to the question in which 
Mr. Seshagiri Aiyar touched on the policy of America, it 
was said that the American Constitution prevented the 
imposition of export duties. Do you know why that 
provision was introduced in the (constitution ? 

A. I am not definitely aware of anything; my impres- 
sions are only general. 

14353. Q. I understand that it was introduced by the 
agriculturalinterests of the Southern States who were afraid 
that they might nob be strong enough to be able to 
stand against the industrial interests of the other parts 
of the country. Does not that indicate that the agri- 
culturists of America were very apprehensive that they 
would be injured by export duties ? 

A. Just possible. It so happens, I recollect from a 
little study I have made of the progress of protection 
of America, Prance and Germany that different interests 
at different periods have been working for protection. It 
is just possible that similar things might happen in this 
country also. But the ultimate aim is clear and we will 
adjust those things to ensure that- aim being realised. 

14354. Q. Are you aware ihat thero is no such pro- 
vision in the Constitution of the Argentine ? 

A. I have no idea. 

14355. Q. In spite of the absence of the provision, 
neither of those countries put any restriction on their 
exports on raw materials ? 

A. I have no idea. 

14356. Q. I am asking these questions because I want 
to ask you whether yon have not underrated the damage that 
your proposal will cause to the . agriculturists in this^ 
country ? 

A. I do not quite follow the drift. 

14357. Q. The point is this. There are other highly 
protectionist countries, as Sir Montagu Webb pointed out, 
which do not impose export duties on raw materials. The 
obvious conclusion is that they consider th^it it would be 
detrimental to the laxge agricultural interests in the 
country -.to adopt such, a policy. You recommend that 
policy for India, I ask you whethor it would not be 
equally detrimental to the agricultural interests in tbivS 
country ? . , - . 

A. It might be under one set of conditions. . ■"- ~ 

14358, iQ. Under present conditions ? - 
A. Wherever there is a surplus which we can export 
and wherever we can transform those articles into manu- 
factured arti<des I should not hesitate ^ ask for protection 
and the agriculturists would .not bo injured. . . 

14359. Q, Is that your view ? 

A. Yes, 

14360. Q, III regard to organisation, you propose a per- 
manent organisation to investigate the claims of particular 
industries for protection and you say that membership 
should be on an elective basis. What exactly do you mean ‘ 
by that? Do you propose that they should be elected 
from the Legislative Council ? 

A. Of course, it is a difficult question to define th^' 
franchise. My point is chis. This Commission should 
consist of members who are really representatives from 
time to time of the various interests affected. I said oU an 
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tltjctivd basis because we could by some arrangement; get 
ehe predominant interests to send up their representatives 
to this Commission and in case they feel at any time 
that their interests are not properly served by their electei 
representatives it slmuld be open to turn the representa- 
tives out and put in men who would really represent 
them. 

14361. Q, Do you mean a separate franchise on each 
occasion ? 

A, We would leave it to the responsible associations 
that look after the interests. For instance in considering 
questions affecting the tanning industry we would ask the 
tanning association to send two or three repesentatives to 
represent their interests on th Commission. 

14362. Q. What do you mean by elective basis ? Do 
you mean that Government should invite particular associa- 
tions to elect their representatives ? 

A. Yes, as they do in the case of cotton committees. 

14363. Mr, Jamnadas Dwarhadas • — There are three 
or four points on which I should like to put you some ques- 
tions. Take first the question raised by Mr, Seshagiri 
Aiyar about the import duty on ) arn. I understand that 
your view is lhat t’ne Madras handloom weavers use counts 
below 40s which are spun in Indian mills or spun by hand. 
Isn’t that so ? 

A, And also jmporied yarn to some extent*. 

14*364. Q. What is the proportion of imported yarn 
to mill made yarn ? 

A. I cannot give the proportion at once, but I would say 
that considerable quantities of Japanese 20s com'e into the 
Madras market. At the same time 1 find that 20s from 
Bombay and other places also come in. 20s are also manu- 
factured locally. But I cannot give the proportion. 

14365. Q. lOon’t you get much English yarn below 40s? 

0 . 

14366. Q. The imported yarn comes from Japan? 

A, Yes, 

14367. Q. If we impose an import duty, don’t you 
think that it would encourage tho local cotton spinning 
a "reat deal ? 1 should think so and that would be a 
desirable thing. 

A. Yes. 

14368. Q. Would j^ou therefore favour import duty 
and not favour exemption ? 

A, I would favour the import duty, because I am 
anxious that we should spin as much yarnr as we can 
tf) supply our handlooms and they should weave as 
much cloth as they could to clothe tjie people of this 
country. 

14369. Q. W’ith reference to the conflict that will take 
placo between the mills and the handlooms, you gave us a 
very interesting answer. You said that the hand spun yarn 
of finer counts would be available for tbe mills to weave 
liner tdoth and that the mill made yarn of lower counts 
would be available for the handlooms. So there would 
be an exchange of commodities and so the balance will 
bo secured, and therefore there will be no danger of 
conflict. 

A, Yes. 

- 1437(k Q, In that case an import duty on higher 
counts would be a desirable thing, would it not? 

A, Yes, I think so. ^ 

14371. Q. On the whole it would encourage both 
spinning and weaving industry in the country. 

A, Yes. 

14372, Q. You say that It should be a condition pre- 
o^ent to the establistaient of foreign firms that we should 
have a share in the control, profits and capital. 

A. Yes, 

14373. Q. In coarse of time you are going to have 
responsible Government. If a foreign firm is established 
in India they will have to defend a good deal upon the 
Indian legislators, won’t they ? 

Ak True. 

1437k Q. Secondly, the labour will be entirely Indian, 
will it not? • 

^ A. Yes. 

14376. Q. In order tliat the skilled labour may be cheap 
they will have to ask for facilities for technical education 
in India, 

A, Yes. 

14376. Q. All that will be a great gain to India, will it 
not? 

A. I agree. 

14377. Q. In that case would you still insist on pre- 
venting foreign capital . * ^ . 

A, I do not object to the establishing of foreign firms. 
I do want them. Only I want them under certain con- 
ditions. 


14378, Q, Do you think that it will be necessary ho 
impose any conditions ? 

A. I think so. My reason for that is this, it was 
not easy even for the Government of India to oust the 
German firms in this country which had established 
wolfram industry in Burma. Instead of allowing foreign- 
ers to come in and th^^n ask for protection as against them, 

1 would rather allow them at the outset under certain con- 
ditions only. 

14379. Q. Suppose this policy you advocate would stop 
foreign capital from establishing itself in India. Don’t you 
think that it will be a disadvantage to the industrial 
growth of the country ? 

A. Foreign capital* is anxious for investment and there- 
fore it will surely come in, 

14380. Q. You advocate export duty on raw materials 
in order to encourage manufactures here. How would 
you at the same time also advocate import duty on finished 
articles out of those raw materials ? 

A. Yes, it follows. 

1438 L. Q. What form of protection would you prefer, 
an export duty on raw materials which is likely to hurt tho 
interests of the cultivators or an import duty on finished 
products ? 

A, I would have an export duty in such a way as to 
help the industry without injuring the agriculturist and 
if necessary an import duty also. {Mr, Menou) Tho 
export duties should be judiciously imposed. 

14382. Q, If it is possible to protect some industry by 
haying an import duty on the finished or the manufactured 
article would you prefer the import duty or tho export 
duty? 

A, {Mr, Menon) Either. We do not want to be hand 
on the consumers. 

14383. Q. With regard to the permanent^ organisation, 

I understood you to suggest that the constitution should 
be such as to include all elected representatives on the 
Commission. I believe this Commission will have only 
advisory functions ? 

A, Yes. 

14384. Q. In that case, would you insist on tho 
elective system ? 

A, I would. 

14385. Q. Would you not trust nominated representa- 
tives? 

A, Ho. To speak frankly, I would not trust those who 
come in by Government nominations. 

14386. Sir Mamokjee I)adahko'^,--^Ql,* Yovl talk of 
industries required for national safety in times of war. 
I would like you to enumerate those industries. 

A* First and foremost I would place munitions* 

14387. Q. Iron and steel industry? 

A, Yes. 

, 14388. Q, Would you give proteotioa to the iron and 
steel industry ? 

A. Yes. 

14389. Q. Would you protect them against foreign 
industry ? 

A. Yes. 

. 14390. Q. Any other articles under this classification ? 
X Yes. Chemicals. 

14391. Q. You think they are very necessary ? 

A, Yes. 

■ 14392. ft. These are the only essentials, I believe. 

X I would add textiles to a certain extent as they 
are necessary for war purposes. They would also como 
under this category. 

14393. ft. As regards foreign capital, you would differ- 
entiate. You want to give preference to Indian capital. 
Will you please explain the term " foreign capmi ” ? 
Do you mean by it capital from outside the Empire or 
outside India ? ^ ^ 

X I would classify the capital as Indian and non- 
Indian, 

14394 ft. You want, that the management of new 
companies that may be formed should be extensively in the 
hands of Indians either by legislation or some other method* 
You also say that you are not apprehensive on the score 
that foreigners may not invest their capital in this country. 
They are dying to invest their money, and they would 
come to take advantage of the protective tariff.^ I want 
just to dilate on this subject to make your position cle^. 
When you refer to foreign capital in new companies^ are 
you referring to joint-stock companies ? 

A. Yes. 

14395. ft. In a joint-stock company tbe msnagement 
would depend uu the larger number of shares that are held 
by the parties, would it not ? 

A* Hot always. I do not think so: 
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14*306. Q. Toil do not think thiit to .^efc tho manage- 
incnt would depend on tho contx'ol you get in the shaies ? 

A, It is ea«y to take the inanageniciit out of the hands 
of tho bulk of the sliai:eholdei*s. 

14307. Q. Do you mean to say that anybody can 
assume Uianagement by taking it out of the hands of the 
bulk of the shareholders ? ^ ^ 

A, I am referring to tho way in which the managing 
agents are formed. As companies arc being fomeditis 
possible to so shape the managing agency as to take the 
management away from the control of the shareholders. 

.I439b\ Q, How is it possible P That is what I lyant 
to know. I always thought that tho management is decided 
by the preponderance of the shares that you hold. If an 
Indian company starts 5 on will get the managing agency. 
If a European company want to keep the managing agency 
in their hands they cannot get it unless they take a very 
large number of shares. 

A* You think that it will always he possible for the 
bulk of the shareholders to determine the management, 
I am afraid that it is not, because when the company is 
being formed you can form the managing agency under 
certain terms and conditions. These may he such as to 
have things just as the managing agents please for a long 
period, much longer than the sliafl’eholders can see^at the 
time, and so the result will he that for a long^ period the 
shareholders will be nowhere ami the managing agents 
will manage the whole thing. So you sUoull have 
control over the management. 

14399. Q. Then it follows that in endeavouring to put 
your scheme into operation the Indians who hold skares 
will not be able, to sell them again to foreigners. 

A. Yes. 

14400. Q. If they are prevented from selling the 
shares to Europeans, what will be the effect of such a p)ro- 
hibition on the value of tie shares ? 

A, Ultimately it will have a very good effect. 

14401. Q, Will it depreciafco the value of the shares or 
not ? 

A. Immediately it will depreciate the value of the 
shares. 

^ 14402. Q. Do you think any Indian would part with 
his shares at a discount when he is in a position to sell 
at a premium ? 

A. I should expect the capitalist Indian to look far 
ahead. 

14403. Q. I sympathise with you there, but I want a 
.workable scheme from you. Do you think that there will 
bo patriotic Indians who will sell their shares at a discount 
to Indians in preference to Europeans who may offer 
more P / 

yi. Considering the capital available for investment 
in thin country, considering that we have 230 millions 
of people in this country who, I expect, will grow more 
and more rich under this protection, and considering 
that thew will be capital increasing from year to year 
and^ awaiting investment, surely by restricting it to 
Indiana, - though for a time the shareholders may be at a 
disadvantage, yet nltimatoly they will not be at a disadvan- 
tage. On the other hand I should think it will be at a 
decided advantage. 

14404. Q. In this imictical world we do not look to 
ideals. We only look to pounds, shillings and pence. 

A, I take it that this Cummission is for settling cer- 
tain idcids. 

X4405. Q. Coming to tho export duty on oilseeds, I 
undetstood you to say that the wholetalo export of oilseeds 
does not give a chance to our starting manufacturing, 
industries. Is it so ? ^ - 

A, Yes. 

14406. Q. You therefom want to put an export duty 
on oilseeds ? 

A, Yes. ' ^ \ „ 

14407. Q. Wluifc eiTect will it have on the valtie of oil- 
soeds P 

A. The value will go down. 

14408. Q. Will that be any danger to the agricul- 
turist ? 

A, To a certain extent it will bo on account of the 
reduction in price* 

14409. Q. Take the case of cotton. Suppose I am a 
grower of cotton. After ginning my cotton I expoit the 
cdlseeds. I get a good price for oilseeds because I 
allow them to be exported to foreign countries who make 
them into other sorts of stuffs which I am not able to do in 
this country. You want to put on an export duty on the 
chance of creating manuiacturieg industries in this 
coufitry. As an agriculturist will I be happy with this 
state of affairs ? 


yi. You won’t be in the beginning. 

14410. Q. Will I be happy ultimately ? 

A* Once these manufacturing industries are started, 
they "will consume all these raw materials, and thereby 
the agriculturist will get ev^entually the price which ho 
would get outside. {Mr. Menon) In the case of oil- 
seeds the agriculturist will be helped in this way. Our yield 
of groundnuts is about 40 lakhs of bags of keruals of 
which 75 per cent, is exported. With regard to 
gingelly ihe present yield is about 10 lakhs of bags which 
are all grown in the Circars and arc mostly consumed 
locally. Out of this 10 lakhs of bags, which give about 
5 lakhs of bags of seed, containing about one third candy 
of cakes, half is consumed in the country and the other 
half is exported to Colombo and Java, and so only 2> lakhs 
of bags of cake are retained for manure. If we retain the 
whole of this production of groundnut and gingelly cakes 
in tho country it will revolutionise the agricultural 
industry, and will be a groat help to the agriculturists. 

14411. Q. But it will probably be a very indefinite 
period. I have not the slightest doubt that you have got a 
large volume of oilseeds trade, Tho production is enormous. 
We are not in a position to retain all this in the country 
at present, and if we put a heavy export duty the people 
who are buying their oilseeds from India will buy them 
from other countries, and the result will be that India 
will suffer. 

yt. [Mr. Menon) It will be so to some ^'’extent, in the 
beginning, but as more people come into the oil business 
and more cake is retained in the country tho more advan- 
tageous it will be to the agriculturists. 

14412. Q. Only if we can do it. 

A, {Mr, Menon) We should try no doubt to help 
the agriculturists in that way. (Mr. Doraswamy 
Iyengar) If you will allow me to have a say, I do not 
think it will be an indefinite period, as you seem to-think. 
It may be a long period, I admit, but it won’t be an 
indefinite period. On the other^ hand, I would venture 
to put this question. Even assuming that it is going to 
be a long period, is it your desire, Sir, that we should bo 
in the same state, that we should coutinue to be agricul- 
turist producing raw materials for others,^ or should ue 
have a change, and , if so, under what conditions are wo 
going to have it ? 

14413. Q. Could not that change be had by starting 
oil mills ourselves in this country ? 

A, The oil mills won’t start unless they are 
assured of tlie value of the investment in that industry. 
The position comes to this. We won*t hare mills until 
we get protection, and you won’t give protection until we 
start mills. We get into a sort of ring. 

14414. Q. You are in favour of an import duty on yarn, 
because it is your considered opinion that it will not affect 
Jjie industry, but on the other hand it v/ill encourag e the 
industry. There is at present revenue duty on cloth, 
and there is no revenue duty on yarn. Spinning and 
weaving are kindred industries, and putting a duty on 
one article and not putting a corresponding duty on tho 
other article w^ould be an injustice to the other. Is it lair 
to the spinning industry that there should be a 11 per cent, 
protection to the weaving and not to the spinning industry? 
Is there any logical distinction between the two ? 

A. I do not know where you are driving me to. What 
I said was that I should not object to a protective duty 
on yarn because it will increase the production of yarn. 
At the same time 1 say that it will not interfere with tho 
weaving industry because there is room enough, there are 
300 millions to be clothed. I do not follow your further 
question/ ' " 

14416. Q. What duty on yarn would you recommend ? 

A. would graduate it according^ to the counts, the 
idea being to encourage the spinning industry, 

14416. Q. I want to ask a few questions about tobacco 
which you are growing in this country. Do you know 
any things about tobacco ? 

A^ If it is a general question I can answer, 

14417. Q, You grow tobacco in Madras? 

A. Yes. 

14418. Q. Have you any opinion regarding tbe excise 
duty on tobacco ? 

A, We have not considered it. 

14419. Q. Carrying your arguments to tbeir logical 
conclusion I suppose you would naturally exclude firms trom 
the Dominions who object to Indian immigration, would 
you not ? 

A, Surely I would exclude them. 

14420. (J. In your remarks under the heading Tariffs 
and Bargaining” you say “We are not, however, for 
discriminative tariffs and prefer to have ’ a simple tariff 
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^ beifig free to retaliate wliere wo are 

IV^* ill you please explain \vliat you mean by sayinsr 
that you would prefer to haTe a simple tariff for ali ? 
j. . gone in for a protective tariff wo won’t 

discriminate one oountiy from another or one interest 
.9?^. ^iiiother. We won’t have sub-divisions of it. We 
will have abroad general protective tariff against all. 
It you will allow m \ Sir, I want to say a few more 
wolds. It seems to me that of all industries the shipping 
indnstry js one that deserves the greatest encouragement 
in this counfry'. Tiic present conditions in Madras would 
Hiu^lrafc the utter non-association of Indians so far as 


the shipping trade goes. The shipping is entirely foreign- 
owned and the merchants are at the mercy of the shippers. 
This is an indnstry which would ill us'trate the difficulty 
of present conditions, and it would illustrate also the 
necessity for special protective aid being given with a view 
to securo the advancement of industries generally in this 
countiy. On that and on the proper railway policy (a 
policy of^ encouraging and aiding industries and not 
merely assisting the transjiort of goods outside the country) 
depends really the industrial development of the country. 
Tflis is by way of general observations. Ic has not found 
a place in our written answers and I wish io submit it. 


Witness No. O'?. 


The Madras Trades Association, Ho. 11, Narasiagaptiram St., Road, Madras, S.G. 


Written statement, dated the 19th January 192^. 


14d21. Q, 1. We favour free trade and consider 
that customs duties should be levied for revenue pur- 
poses only-", and that the rates of duty now in force 
should not be exceeded. 

14422. 0. 2. We consitlcr that revenue sliould 
ob^'ained partly by an import tariff, partly by excise 
and partly by direct taxation, but that the present 
import tariff is as a whole too high, and that further 
necessary revenue w-hioh cannot be raised by excise 
should be obtained not by an increase in all the present 
items of direct taxation but by an increase in those 
items w^hieh are the most widely spread and there- 
fore the least felt by individuals. 

14 “123. Q. 3. Tlie list of arficies is already as full 
as^ it can well be, but we consider that the rates 
might be reduced with advantage to trade and to the 
consumer. 

14424. Q. 4. We consider that agricultural produce, 
and machinery of all kinds, should be admitted at 
low rates or that it should be free, except where 
excise duties are levied, in which cases the customs 
duty should not be less than the excise. 

14425. Q, 6. As regards industries apart from 
trade, we do not thmk that the present system has 
had very much effect, but we are sure that the scale 
of high* duties in force since March 1921 has had an 
adverse effect upon trade and upon the general pros- 
perity of the inhabitants of the country, 

14426. Q. 6. Tf the customs duties are kept low, 
we consider that an excise duty is not necessary, while 
if the present duties cannot be otherwise reduced we 
consider , that (rovernment might levy excise on parti- 
cular commodities for revenue purposes only, e.g.3 
Sugar, Jute, Tea, etc. 

14427. Q. 7. ISTo. we think that excise duties should 
be levied for revenue purposes ^ only but we see no 
objection to the excise duty being levied al a lower 
rate than the customs duty when the latter is a small 
one, in fact we would favour this provided the neces- 
sary revenue is obtained. 

14428. Q. 8. No duties of auv kind — ^'ustorns or 
excise— can be levied without raising the price to the 
consumer. 

14429. Q. 9. No. The iariff slionld he fraieed solely 
with the object of obtaining revenue. Instead of pro- 
tection by tariff we consider that Government should 
protect and develop Indian Industry by the purchase, 
wherever possible, of goods made in India in prefer- 
ence to- obtaining them from abroad. 

14430. Q. 10. Yes, We think that in time India 
will be in a self-supporting position with regard to manv 
of her manufactured requirements, but to obtain this 
end it wdll he necessary for Government to support 
rigorously its scheme io foster and encourage Indian 
enterprise and industry. ^Preference should be given 
to Indian made goods in placing orders and encourage., 
mehts should also be given Io British Conitalists in 
open tip works in India,, Government should take 
steps to educate workmen to a higher sense of res- 
ponsibility in their duties and to attam a greater de- 
gree of skill and concentration in their work. 

14131. Q, 11. The present duties are already suffi- 
ciontlv high and we are against any further increase. 
Indian production should be developed to put goods on 


the market at com2>etitive rates. To impose further 
taxation on foreign goods is not necessary, and we 
consider that ^ it would be unwise to endeavour to 
foster Indian industries by a policy which would tend 
to destory the competitive instinct. 

14432. Q, 17. Tf a protective tariff be imposed it is 
almost certain that trusts or combinations would be 
formed. 

14433. Q. 18. Yes. This would naturally follow, 
and the opening up of works by British Firms would 
be^ a benefit to India, but we consider that this should 
arise from a Government policy of placing orders in 
India and not from a protective tariff. 

14484. Q, 19. Conflicts of interest of the nature in- 
dicated would be certain to occur, and would probably 
be difficult to adjust, but no doubt the difficulties 
would not be insuperable. 

14435. Q, 20. There is no doubt that the v.’hole of 
any increase in duty is added to the price. 

14436. Q, 21. We consider that in practice the in- 
crease represented by the duty would be permanent, 
because although in course of time the cost of goods 
manufactured in India might be lessened similar reduc- 
tions in cost would in all probability be obtained by 
the foreign manufacturer and he would still compete 
in the Indian market on the same terms as at the 
beginning of the duty. 

14487. Q. 22. We consider that the prosperity of 
India will be best fostered by a plentiful supply of 
goods at low prices either imported or home produced 
and we cannot see that any restriction of demand, 
which from our experience we know results from high 
priees, will add to the prosperity of the inhabitants 
as a whole. The only exceptions we would make io 
this would be necessaries of life such as manufactures 
upon which the country might have to depend in time 
of War, when considerations of self-defence would out- 
weigh all other matters. 

14438. 9. 23. Answered by No. 22. 

14139. Q. 24. Tlie increase in pric*es whudi have 
occurred during the last few years have actually been 
met bv increased wages, both by the Government and 
by private employers and this procedure vould no 
doubt be followed if further rises in prices take place. 
This accentuates the evil of high prices because 
traders are hound to pass on the increase to consumers. 
If the cost became so high that the demand fell off 
there w'ould be reduced employment and the wage 
earner w’ould be the principal sufferer. 

14440. Q, 25. We consider that any effective poljcy 
of protection would have an adverse effect on India’s 
foreign trade in general, 

14441. C>. 26 & 27. No. 

11442. Q. 29. Yes. There should bo permanenl 
council including the Directors of Industries, Collectors 
of Customs and elected members representing ihe 
chief business associations. The -diverse conditions of 
the various provinces would need to be considered. 

14413. 0. 30. Export duly should in our opinion be 
levied for revenue only. 

14444. Q. 31. We consider that in the ^ase of com- 
modities in the production of w'hioh India has practi- 
cally a monopoly, for example Jute and Tea a small 
export duty possildy levied in conjunction with an 
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excise duty would do no harm. It is only in similar 
cases that we consider an export duty to be satisfactory 
and then only when it is absolutely necessary to obtain 
a revenue. Where excise duties are levied on goods 
m which India has to compete in foreign markets on 
more or less equal terms then a drawback should be 
given when such goods are exported. 

14445. Q. 32. Generally speaking no. 

14446. Q. 33. We do not consider that it would be 
advantageous to India to impose export duties on food- 
stuffs. Such duties would tend to restrict production. 
In cases where it is necessary to retain foodstuffs in 
India Grovernment should entirely prohibit or control 
export. 

14447. Q. B4, 1^0. We consider this would be a 
dangerous policy. 

14448. Q. 35 to 42. We would favour Empire pre- 
ference if it were possible to give it with duties not 
higher than the present tariff, 

14449’. Q, 43. Certain of our members are interested 
in the manufacture of cigars; of surveying and 
scientific instruments; jewellery, silver and electro- 
plate goods; and in printing and light engineering 
works. 

14450. Q, 44. The principal advantages arise from 
proximity to source of supply of the raw materials 
used. 

14451. Q. 45. We consider them to be of substantial 
importance. 

14452. Q. 46. Organisation and equipment are not 
at ^0 high a standard as in Europe but they are 
improving and we consider that if Government places 
its orders in India the improvement will be rapid. 

14453. Q* 47^ Indian cigars are used all over the 
world. Surveying and scientific instruments are sold 
throughout the east principally to Government Depart- 
ments, Municipalities, Bail ways, etc., and Engineering 
Institutions. Printing work is chiefly for local use but 
educational books are printed here and exported. 

14454. Q. 48. Foreign competition in the Indian 
market and elsewhere is very great in most class of 
goods but we think it would be considerably reduced 
in the Indian market if Indian industries received fair 
treatment in the placing of Government orders. 

Indian cigars do not meet with very much competition 
in the South Indian market hut they do in other parts of 
India and elsewhere. 

Printing work for Indian consumers meets with some 
eompetition from Europe. 

14455, 49, No, except that Coal and Steel are 

cheaper in Europe and in the United States, individual 
workmen are very much more efficient, and labour 
viewed as a whole is more reliable. 

14456- Q. 50. We do not consider that our industries 
need protection by tariff but we do consider that the 
inherent belief of Government Departments that effi- 
cient and well finished goods cannot be made in India 
should be dispelled. 

- 14457. Q, 51. See replies to Questions 48 to 50.* 

14458. Q. 52 to 65. We have not experienced any 
“ dumping.” 

11459. Q. 50. Where the manufacturer uses raw 
materials which are wholly obtained from India it is 
probable that the particular industry has been stimu- 
lated, but where as is usually the case the industry 
uses some materials which liave to be imported as 
well jas Indian materials the effect has been adverse. 


14460. Q, 57. Not the industries with which we arc 
concerned. 

14461. Q. 58. No. 

14462. Q. 59. The only industry affected by this 
Question is printing. Paper manufactured in India is 
used to a small extent. 

14463. Q. 60. Questions of revenue should be para- 
mount, not protection. 

14464. Q. 61. Certain of our members export cigars 
to all parts of the world principally to the United 
Kingdom, Mediterranean countries, British Africa, 
Australia, Canada etc., and certain surveying instru- 
ments are exported to Ceylon, Straits Settlements, etc. 

14465. Q. 62. No. 

14466. Q. 63. If not required for revenue we think 
that export duties should be abandoned as they hamper 
production and trade. 

14467. Q. 64. The trade in cigars is hampered by 
import duties in certain countries but these duiies are 
levied principally for revenue and not for protection. 

14468. Q. 65 & 66. The experience gained bv the 
preferential treatment of cigars exported to the United 
Kingdom has not been favourable, but this may be 
because the rate of preferential duty was still higher 
than the duty in force before the granting of the pre- 
ference. 

14469. Q. 67. No. 

14470. Q. 68. The rate of exchange mightbe affect- 
ed so that the foreign country could not purchase 
Indian goods at competitive rates. 

14471. Q. 69. No. 

14472. 4* *70. Our members are interested in the 
import of food and drink, wearing apparel, general 
hardware, paper. Motor cars, etc. The principal im- 
ports are from the United Kingdom and the United 
States. 

14473. Q. 71. The effect of the increase which took 
place in the year 1916 qannot be distinguished from the 
effects arising from the war but the increased duty 
levied in March 1921 has already had a very adverse 
effe<it upon trade. 

14474. Q. 72. Yes, we consider that any further 
increase will diminish trade. 

14475. Q. 73. We would favour the maintenance of 
the existing rate for foreign goods combined with a 
reduction for British goods. So far as the rate for 
British goods is reduced we consider it would tend 
to improve trade not only by the diversion of trade 
from foreign countries to the United Kingdom but 
also by an increase in the total imports. 

14476. Q. 74. We think the same preference 'should 
be given to all parts of the Empire. 

14477. Q. 75. See answer to Question 73. 

14478. Q. 76, No, except in the circumstances 
referred in answer No. 68. 

14479. Q. 77. We consider that everything should 
be included. We would suggest that one-third of the 
present duty might be the preferential allowance. 

14480. Q. 78. We consider that as a rule ad valorem 
duties would be preferable. We would in most cases 
have no objection to specific duties. 

14481. Q. 79. Practically all onr -irade is in goods 
imported into India either as finished goods or as raw 
material. See answer to Question 70. 

14482. Q. 80. See answer to 71 and 72. 

14488. Q. 81 & 82. Individual members^ will endea- 
vour to submit figures. 

14484. Q. 83. See answer to Question No. 73. 


Messrs, LUKEE, NICHOLSON and SMITH on behalf of the Madras Trades Association. 
Oral evidence, dated Madras, the 1st February 1922.’ 


(The answers were generally given by Mr. Nicholson. 
Names have been indicated whenever answers have 
f)cen given by the other two gentlemen.) 

14485. President . — T^. Gentlemen, you appear here 
as the representatives of the Madras Trades 'Assoeia- 
tion2 . , 

A. Yes. 

14486. Q. You are interested in the manufacture of 
cigars, of surveying and scientific instruments, jewel- 
lery, silver and electroplate goods, and printing and 
light engineering works? 


A. These are not the principal part of our business. 
We are interested in those manufacturer in addition 
to trade. 

14487. Q. You are also interested in the import 6f 
food and drink, wearing apparel, general hardware, 
paper, motor cars, etc. 2 

A, Yes. 

14488. Q, You are in favour of free trade? 

A. Yes. 

14489. <?. You recommend free trade as being the 
best policy in the interests of India? 
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A, Yes. 

. 14490. Q, Do you believe in the development of 
industries as being conducive to the economic welfare 
of the country? 

A. Certainly. 

14491. Q. Can you name any coimtry in the civilised 
world which has developed its industries on free 
trade * principles ? 

A, I think the United Kingdom is an example. 
14492. Q, Would it be news to you to learn that the 
United Kingdom established and developed its indus- 
tries on protective principles before it adopted free 
trade? 

A. England established a great many more indus- 
tries under free trade. 

1449S. Q. But its initial stages of industrial develop- 
ment were through protection? 

A. It developed not because -of protection. 

14494. Q, It had a protective policy? 

A. It may have had a protective policy. 

14495! Q, Therefore if England established industries 
by starting on the principles of protection (and you 
could name no other country which has e<;^tablished 
its industries on free trade principles), do you think 
there are any special conditions prevailing in India 
which would make it an exception to the general rule 
and help us to establish industries under free trade 
principles? 

A. I do not think that protection would help India. 

14496. Q. That was not my question. My question 
is : Are there any special conditions attaching to India 
which would make it an exception to the rest of the 
world in regard to its fiscal policy in establishing 
industries? 

A. I do not think India would be an exception. 
14497. Q. In spite of the fact that every civilised 
country established its industries by protection you 
would still not allow protection to India? 

A. I do not admit that it is a fact. 

14498. Q- But if it was a fact then the same policy 
would be good for India which has been good for other 
countries? 

A. Yes. 

' 14499. Q. In your answer to Question 5 do you refer 
to ih-e revised tarifi rates which were imposed in April 
1921? 

A. We are speaking from our own point of view. 
14500. <3. You make two statements here. You say 
that the duties have had an adverse effect upon trade. 
I am not going to question you about that. You go on 
to say that it has had an adverse effect upon the 
general prosperity of the inhabitants of the country. 
That means the whole of India and not your trade 
alone, and I should like you to explain on what 
grounds you Base your assertion. 

A. The principal reason is that the general^ cost of 
living has increased by the raising of the tariff. 

14501. Q, Has there not been a very severe trade 
slump during the year? . . „ , 

A. To some extent, but in my opinion the tariff 
also had something to do with’ it. 

14502. Q, Has not the fall in prices been consi- 
derably greater than the increased duties? 

A. Speaking generally, I do not think it is so. 
1450B. ©. You do not think that the^ slump in^prices 
has been greater than the increase in the import 
duties? 

A. So far as the' commodities with which we deal 
are concerned it can be considered that the* price has 
risen. 

14504. Q, You think that the slump in prices has 
adversely affected the prosperity of the inhabitants of 
the whole of the country? 

A. I think that is the tendency. 

14505. <?. In your answer to Question 9 you are 
suggesting some form of protection, in spite of your 
free trade \iews. You say that Government should 
protect and develop Indian industries by the purchase, 
wherever possible, of goods made in India in pre- 
ference to obtaining them from abroad. Then you 
**^advocate that policy with a view to protect and develop 
Indian industries? 

A. We recommend that policy not with the idea 
that Government should pay more money for an 
article. "We recommend that only when the price 
is the same and the quality is equal. We consider 
that Government should not go out and purchase 


goods when the same goods are manufactured in India 
and can be got at the same price. 

14506. Q. Do you mean to say that the Government 
of India goes out to foreign countries for the purpose 
of purchase even when they could gat goods of the 
same quality manufactured in India at the same 
price? If you can, will you give us some instances? 
That is very important for us, 

A. (Mr. Smith’,) In the matter of scientific instru- 
ments this has occurred. Levels, compasses, and 
articles like that, have been imported from England 
at a higher rate than we could manufacture in our 
works in Madras. We can manufacture Levels 
to-day at a little more than half the price at which I 
am ■ told they are being imported by Government at 
the present time. There is an idea amongst the heads 
of departments in India that nothing good could be 
produced in India. We can prove that we can produce 
levels equal to those produced in England^ The Chief 
Engineer, Madras Public Works, has stated that our 
levels are equal to anything imported by the Public 
Works Department, and yet orders are being sent 
to England now for levels for Government Depart- 
ments. They can be manufactured here in Madras 
at little more than half the price of the imported 
article. 

14507. Mr. Seshagiri Ayyar. — Q. I want to know 
whether you tendered and whether you were rejected, 

A. We have not been allowed to tender. All 
orders are sent direct over our heads. 

14508. President. — Q. Are the Government of India 
'aware that you could manufacture these articles at 
the prices quoted by you? Have they the knowledge 
that you could manufacture them and did they in 
spite of that send orders to England for article at 
practically double the prices? 

A. Yes. It is so. 

14509. Q. What is the name of the firm you refer 
to? 

A. P. Orr and Sons. 

14510. President. — Q. In answer to Questions 35 to 
42, you say ** We would favour Imperial preference !l 
it were possible to give it with duties not higher 
than the present tariff ’’ and again in answer to 
Questions 65 and 66 you say “ that the experience 
gained by the preferential treatny>nt of cigars 
exported to the United Kingdom has not been, 
favourable/’ Will you please tell me" what you 
mean by that.^ 

A. The questions are, of course, quite different. 
I shall deal with the latter first. The United 
Kingdom levied increased duty for revenue purposes 
and also gave preferential treatment to the Colonies 
but the duty after giving the preference was still 
higher than the previous duty before the increase 
was put on and for ihat reason the imports from the 
Colonies to the United Kingdom had not increased. 

14511. Q. Could you give any figures to support 
that view? 

A. I cannot give you specific figures. 

14512. Could you give me the figures of the two 
duties? What was the duty when the increase took 
place? 

A. The duty as far as I remember was £0-16-1 
per lb. including a fine of 6d. per lb. and a preference 
of ono-sixth was given. 

14513. Q. To what was it raised? 

A. An ad valorem duty was put on in addition. 
T think 33| per cent, ad valorem in addition to the 
£0-16-1 per lb. and preference was given on the 
whole to the extent of one-sixth. 

14514. Q. To the Dominions and to India? 

A. Yes. 

14515. Mr. Mani. — Q. The ad valorem duty has been 
withdrawn. 

A. They have found that the imposition of tie 
increased duty had the effect of excluding cigars not 
only from foreign countries but from the Colonies 
as well and they have removed. 

14516. President. — Q, Could you give me figures? 

A. I can give you figures as to the output of the 
cigars in the factories of particular firms not for 
this period which we are dealing with here but for 
another period. In the year 1919 the price of 
matured Indian tobacco was practically doubled by 
the agriculturists or by the broker who handled it 
afterwards. The price to the manufacturer was 
nearly doubled. As a consequence we had to raise 
the prices of cigars. Tlmt was dop^ in Februaiy 
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1920. Now if we take the average monthly sales 
from January 1918 to February 1920, which is prac- 
tically for two yearSj to be 100 as a basis figure^ the 
corresponding figure from March 1920 to June 1921 
would be 36. I put that forward as an instance of 
the adverse effect of high prices. 

14517. Q, But here we were dealing with Imperial 
preference. You say that preference has been of no 
value to you. 

A, We are not speaking now as a firm importing 
from abroad into the United Kingdom. We export 
cigars from India to the United Kingdom. The 
increased duty with the preference given at the same 
time has been adverse to us as exporters of Indian 
cigars to England, 

14518. Q. That was what I wanted to know. Will 
you please tell me on what ground you base your 
replies to Questions 35 to 42. You say that “ we 
favour Empire preference if it were possible to give it 
with duties not higher than the present tariff.” You 
have not given your reasons as to why you favour 
Empire Preference -.holding' free trade views. How 
can there be preference. 

A. We don't ask for preference. With present 
duties we would prefer lower duties on British 
goods. 

14519. Q. That would be giving preference. 

A. We have no objection to preference but we do* 
object to protection.’ 

14520. Q. If you have got revenue duties they ought 
to be levied uniformly? 

A. Certainly. 

14521. Q, How could preference be given? 

A. It could be done only by reducing the revenue. 

‘14622. Q. Would it be advantageous to India? 

A. That would depend on what revenue is 
required. If it is possible to reduce the taxes reduc- 
tion should be mad© but you should not increase the 
taxes with the idea of protecting industries. 

14523. Q. My question was how could you favour 
Empire preference holding free trade views? 

A. We don't advocate Imperial preference. 

14524. Q. You say you favour Empire preference? 

'A. We have no objection to it. 

14525. Q. You don’t advocate it. 

A. We don't ask for it. 

, 14526, Sir Manechjee Dadabhoy. — Q, You say that 
** we are sure that the scale of high duties since 
March 1921 has had an adverse effect upon trade ” 
and in answer to the President’s question you said 
that it was due to the fall in prices. 

A. Increase in price had caused reduction in 
trade. Can I put in some figures as to particular 
commodities ? 

Consumption of imported Wines, Spirits and Bottled 
Beer.. Basis period year duly — December 
1920, Monthly percentages of quantities net 


values. 

Year. * Per cent. 

, 1913 103*32 

1914' 104*65 

1915 88*15 

1916 . .. . . 88*58 

1919 61*75 

Half-year January--June 1920 . 86*93 

Half-year July—- December 1920 . 100*00 

'5Chr©6 months Jaay. — ^Maroh 1921 . 96*88 

niantifa^ Apiil— June 1921 . 72*93 

Half yeaj . July— -Dec^ber 1921 ' , 75*62 


In the war^ period and the iS months subsequent 
t<> the armistice sales were restricted by the shortage 
of supplies. This restriction began to be removed 
in the first half of 1920, and by the end of the 
second half of 1920 had almost disappeared. The 
, effect of the additional duty levied from April 1921 
is obvious, 

14527. Q. There has been a gradual falling off, 

A. No, immediate fall from 100 to 75. 

14528, Q, The fall commenced accotding to your 
statement prior to March 1921. 

A. Only to the extent of 3 per cent. For the 
half-year ending December 1920 it was 100 and for 
the first three months in 1921 96*8 per cent. 

14529. Q, You are referring to your own sales? 

A. Yes. 

14530. Q. Not to the general sales? 

A. No. - 

14531. Q. That would not be a very good guide? T 
will ask you ope. or two questions in this connection. 


The general slump in trade has been in existence for 
the last 18 months. 

A. We are speaking of the retail trade. There 
has not been much slump. 

14532. Q, There has not been much decline in trade. 
A. The decline I have shewn already. 

14533. Q. I am talking generally. 

A. We are the biggest firms in Southern India 
in this line.. 

145B4. Q, And you attribute this to the increased 
duties? 

A. Yes. 

14535. Q, Do you think that they have had a fair 
trial to come to ^y definite conclusions whether these 
increased duties nave adversely affected the general 
tfrade -or whether it is due niore extensively to a 
general slump in trade conditions. ^ ^ 

A. So far as we are concerned, we attribute it to 
the increased duty. 

14536. Q. You generally object then I understand - 
from your written statement at any rate seriously to 
the existing duties, that is, you would not like them 
to be enhanced* 

A. No. 

14537. Q, We have reached the maximum limit in 
the existing duties. 

A, At any rate w© consider that any increase such 
as was imposed last year would be very undesirable. 

14538. Q. Why do you recommend in case of Jute 
and Tea an excise duty? 

A. Only if it is necessary for revenue. 

14689. Q, Tliis at what you say in answer to Ques- 
tion 6 but when you come to Question 31 you say ** We 
consider that in the case of commodities in the pro- 
duction of which India has practically a monopoly 
for example Jute and Tea a small export duty 
possibly levied in conjunction with api, excise duty 
would do no harm.” Here the ground for yonr 
recommendation is quite different. You say that 
becatise Jute and Tea are the monopolies of the 
country, you recommend an excise duty which I am 
not in a position to follow. What are your reasons 
A. Only as an alternative to something worse. 
14540. Q. How? 

A. If it is necessary to raise increased revenue, 
we consider that it \yould be the proper ground. 

14541. Q. Why this tortuous method? Why hot 
inorease the duty on Jute? Why put an excise duty? 
Will you kindly explain? 

A. Is there a duty on jute now? 

14542.. Q. Yes, tliere is. I am not saying myself 
that I am in favour of it. I am just taking your 
argument. They are our monopolies* On the feasis 
of your argument I would ask * why not increase the 
duty on jute'? 

A. That would be just as good. 

14543. Q. Have you any special reasons, I ask? 

A. No. 

14544. Q. Don’t you think that an excise duty on 
Tea — won’t say anything about Jute — ^would practi- 
cally ruin the industry? Because the tea industry 
is labouring at present under serious difficulties from 
what we have heard before.^ 

A. Wg don't advocate increased duties on Jute 
and Tea. Only in case of necessity that furthej 
duties must be levied, then they should be on those 
articles where India has a monopoly of production* 

. 14545* 0. With reference to your answers to Ques- 
tioh 33, I would like your Association’s opinion on 
this. In case there is an exportable surplus, what 
would you do? ' 

A* If there are any good surpluses it would ttob he 
necessary to retain them. 

14546- Q. Would you put on an export duty?' 

A. No. 

14547. Q. Would you allow it to go out without an 
export duty? 

A. I am not in favour of an export duty on 
principle. 

14548. Q, You would allow the surplus products of 
the country to* go without any export duty. * 

^A. Certainly. 

14549. <3*. You would surrender the revenue in that 
case. 

A. We consider that if it is necessary to retain 
foodstuffs Grovernment. should, entirely prohibit,, or ^ 
control the export but not by imposing an «x;^ri. 
duty. 

14550. Q.-You prefer cont?ql to expdH duty? 



A. Yes. 

14651. Q, You don’t think that cohtrol has got seri- 
ous disadvantages. Did you find the control working 
all right? 

A, We are not controlled. 

14552. Q* On the same principle which you advocate 
in the case of Jute and Tea for an excise duty, would 
you reconunend an excise duty on tobacco that is 
grown in Madras? 

A. We have no objection. 

14553, Q. Because it logically follows. 

A, Certainly. 

14554. Q. You would be prepared to pay an excise 
duty? 

A. If it is a case of necessity for revenue. 

14555. Q* You would think it a legitimate source, 

A. Only if it is necessary. 

14556. Mr, Jamnadas Dwarkadas, — Q. Y'ou said 
that your export of cigars suffered because of the policy 
of Imperial preference, “ did you not? 

ri. So. I did not say that. I said that our output 
of cigars had suffered because the prices had been in- 
creased. Because the prices of tobacco had increased, 
as a consequence we had to put our selling prices up 
and that had caused the reduction in sale. 

14557. <2. As a result of the policy of the Imeprial 
preference? 

A, No. I did not say that. 

14558. Q, Will you kindly say to what then was it 
due? 

A, I say that as a result of the increased prices of 
matured Indian tobacco in 1919 the prices of cigars had 
t> be increased. As a result the output of cigars had 
fallen from a basis figure of 100 to 05. 

14559. Q, You say that you would not object to 
Empire preference, don’t you? 

A, We do not object to that. 

14560- Q, You know that India exports more than 
it imports. 

A, Yes. 

14561. Q, And India is likely to suffer therefore if 
a pol^ of Imperial preference were adopted. 

2. we would not advocate Imperial preference at 
the expense of India. 

14562. Q. Coming to your point about the levels, 
Mr. Smith, if the statements as you make them are 
correct, it is very unfair. Don’t you think so? 

A. (Mr. Smith,) Yes. 

14563. Q, You say that you can manufacture these 
articles at half the price. 

A, {Mr, SmiUi,) A little more than half the price. 

14564, Q, Supposing you manufacture them say at 
the same price or a little lower than the price of the im- 
ported article, would you even then consider it the duty 
of the State to encourage home industries. 

A, (Mr, Smith,) Yes* 

14565. Q. Now take another ease. If your price was 
a little higher, even then don’t you think that in order 
to encourage the home industries Government ought 
to buy from you. 

A, (Mr, Smith,) They ought to. 

14566. Q. They ought to encourage the home indus- 
tries. 

A, Yes. 

14567. Q, Would you impose an import duty on tho 
filnish^ product if it comes from outside? 

Ai Yes, a very small protective duty. 

14^68. Q, Because ultimately tho gain to the 
will be very great, 

A, Yes. 

14569. Q, So in such cases where there is the likeli- 
hood of encouraging the industries by a small import 
duty, you would advocate an import duty. 

A, (Mr, Smith,) For a limited period, I would. 

14570. Q, Of course tcinporarily until the industry 
is able to cope with the foreign industries? 

A. {Mr, Smith,) Yes. 

14571. Mr. Mant. — Q, As regards levels, can you tell 
me what departments are importing from abroad? 

A, (Mr, Smith,) Engineering Departments. 

14572. Q, Of the Government of India? 

A, (Mr, Smith,) Yes and also Local Government En- 
gineering o6&ce, Mathematical Instruments, Office. 

14573, Q. 'V^at do you mean by the Engineering 
Office? 

A, (Mr, Smith,) Chief Engineer in charge of the 
Department of Public Works. 

14574. Q. Public Works Department of the Govern- 
ment of India? 

, A. (Mr. Smih.) Yes. 


14575. Q, They have a very small department except 
the one at Delhi. 

A. (Mr. Smith.) They import largely through the 
Mathematical Instruments Office in Calcutta. 

14576. Q. Surely that must be the Survey of India 
Department as they are the expert department on 
Mathematical Instruments. 

A. Yes, 

14577. Q, Well, have they accepted the fact which 
you state that your levels are equal in quality to those 
which they have ordered from abroad? 

A. (Mr. Smith.) No. They have accepted the fact 
that our levels are good for ordinary work. 

14578. Q. They supply for other than ordinary work. 

A, (Mr, Smith.) They do. 

14579. Q. Do you say that they are ordering levels 
for ordinary work from abroad? 

A. (Mr, Smith.) Generally they arc all ordinary levels 
for ordinary work. 

14580. Q. Have they actually purchased your levels? 

A, (Mr. Smith.) Very occasionally. The local Govern- 
ment purchased a quantity. 

14581- Q. They don’t accept the fact that they are 
equal to imported levels for specially good work? 

A, (Mr, Smith.) They have not admitted so up to 
the present time. 

14582. Mr, Seshagiri Ayyar. — Q. I think that you 
said in answer to the President that the Madras Gov« 
emment Chief Engineer certified that your levels were 
quite as good as imported ones. 

A. {Mr. Smith.) Yes. 

14588. Q. Can you give me other instances of articles 
made by Messrs. P. Orr & Sons or some other firm 
which can be sold to Government at a lower price 
than the imported article? 

A. (Mr. Smith.) Almost all Mathematical instru- 
ments, compasses of different kinds, drawing boards, 
heliographs, etc. 

14584. Q. These you think you can sell to the 
Government at a lower price than they give for thr 
imported article. 

A. (Mr. Smith.) Yes. 

14585. As regards the figures which you gave this 
morning, don’t you think that the fall in the consump- 
tion of bottled beer may be due to the activities of 
Dr. Pussyfoot Johnson and other similar movemOTBtSu 

A. We don’t think so. 

14586. Q. In reply to Question 0 you say “ If the. 
customs duties are kept low, w6 consider that an 
excise duty is not necessary, that is to say, if the 
customs duties are low, then the Govermaent need 
not have the excise duty,” , ■ 

A. Our point is that the protection which would be 
given by the low customs would do no harm because it 
would not raise prices unduly. 

14587. Q. That is, from the point of view of the 
consumer. 


A. Yes. 

14588. Q. Then yon go on to say while if the 
present duries cannot be otherwise reduced we consider 
that Government might levy excise on particular com- 
modities for revenue purposes only,” that is to say if 
they are going to impose a heavy customs duty, 
Government do not stand in need for revenue purposes 
of a further excise duty. I do not quite follow the 
logic of that paragraph. You begin by saying that if 
the customs duties are low, the excise duties are not 
necessary and if tho present duties cannot otherwise 
bo reduced, you consider that Government might levy 
excise duties. 

.4. If the customs duties arc higher, tliat would bo 
ample for revenue. 

14589. Q. This would not apply then to the first 
clause ” If the customs duties are kept iow, we con- 
sider that an excise duty is not necemiary*!’ Have 
you considered the position of the Government? 

A. Yes. 


14590. Q. That caimot apply to tha Government* 
That is iny difficulty in following this paragraph. 

A, The difficulty arises from this. ” When we say 
if the customs duties are kept low,” we refer to our 
present duties. 

14591. Q. Do you consider the present duriea too 
high? 

A. Yes. 


14592. Q. You say that for revenue pinposes an 
excise duty upon sugar might be lavied. We hjfd ^ 
witness from Messrs, Parry and Co, yesterday^ who 
stated that they wanted proteeMcai to tto sugar 
industry by way of an import du^ of ' 
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A. lie probably knows more about it tban ;we do. 
He is interested in it. 

14598, Q. So you cannot maintain your position 
that an excise duty on sugar would be good for the 
country? 

I do not press it. 

14594. Q. There is only one more question and that 
relates to your answer to Question No. 73. You have 
been throughout speaking of the competitive instinct, 
but apparently you seem to forget that in answer to 
Question No. 73, You say “We would favour the 
maintenance of the existing rate for foreign goods 
combined with a reduction for British goods.” 

.4. We favour a reduction because by reducing the 
duty on British goods you are not going to reduce the 
total volume of your trade. 

14595. Q. If you are going to give preference cer- 
tainly it would increase the cost to the consumer here. 

4. No. We want preference only on the existing 
rates. The duty on the foreign goods would not be 
increased. 

14596. Q. But the foreign goods would be higher in 
price than the British goods? 

A. The price of foreign goods will not be higher to 
the consumer, 

14597. Q. Would it not be better for the consumer 
to have a lower level of prices? 

4. The lower the better. We do not ask for an in- 
crease in the existing duties in order to give preference. 

14598. Mr. Coyajee, — Q. Are there any Indian 
articles in which preference is given in the TJnited 
Kingdom? 

4. l%a has some prefei'ence. 

14599, Q, Speaking about the preference given to 
tobacco, you mentioned that an extra 33 J- cent, 
ad valorem was imposed in Great Britain. ’’C^en was 
this imposed? 

4. About two years ago. 

14600. Q, So that there has not been suflScient time 
yet judge the effect of the duty. 

4. There has been sufficient time foj£, the English 
Goyemment to come to the conclusion that the duly 
should be withdrawn and they have taken it off. 

11601. Sir Montagu Webb, — Q. I understand that 
your view is that the present import duties are check- 
ing imports? 

4. Particularly the high duties. 

14602. Q, What effect do you find the present duties 
are having on your local manufacturing industries? 
Are they affected in any way? 

4. No. 

14603. Q, You do not find that the present high 
duties are acting as a stimulant? 


4. Not at all ' as regards the manufactures with 
which we are concerned. 

14604. Q. That is very curious, is it not? 

(No answer.) 

14606- Q, Then you make one other interesting 
suggestion of which we shall take note. That is iu 
your answer to our Question No. 31. You say that 
where excise duties are levied a drawback should be 
given when the goods are exported. Are there ' any 
goods which you are familiar with upon which excise 
duties are placed in India and on which a drawback 
is given when they are exported? 

4. No, I think not. That is the system in England. 

14600. Q.^'And you think that the* system should be 
adopted here? This is to say, when any excise or 
consumption tax is levied on locally nianufactured 
goods they should receive a drawback when they aie 
exported outside the country. 

4. We consider that would be fair. 

14607. Q, You say tea is a monopoly. But India 
has practically no monopoly. There is the competition 
of Ceylon; Clima and Java. 

4. There is the competition of Ceylon and Java. 

14608. Mr. Naroitam Morarjee, — Q. With reference 
to your answer to Question No. 5 can you teli us if 
there have not been other factors to contribute to the 
adverse effect upon trade? 

4. Of course, yes. 

14609. Q, Is it not due to the world-wide depression, 
of trade? * 

4. We do not think so. There is not much depres- 
sion in retail trade. 

14610. Q, In retail trade I know that some of the 
Bombay merchants have suffered. In jewellery and 
watches there is an instance. Now, do you know that 
England has put a duty of SS-J- per cent, on foreign 
motor cars? Why have they done that? 

4. I think the principal reason was revenue. There 
may be difference of opinion. 

14611. Q, Why did they put a high duty on motor 
cars? Why did they not reduce the duty on motor 
cars and increase the duty on other articles? 

4. I think the duty was imposed only for revenue 
purposes. It is a matter of opinion why it was not 
imposed on other articles. 

*14612. Q. Bo you know that the British toy manu- 
facturers clamour for protection now? 

4. Natinally the manufacturers will clamour. But 
taking" the country as a whole it is adverse to protec- 
tion. 

^ 14613. Q. Bo you know that in 1781 bounties were 
given to aU exported Lancashire cloth? 

A. I know there was some system of bounties. 


Witness No. 98. 


A. M, GREE1!f, Es4., M.A., Officiating Collector of Customs, Madras. 
Written statement dated the 21$t November 1921. 


14614. Q, 4. In^muph as Customs revenue is at 
by far the most important head of Central 
is ess^tiaJ thitt the primary principle of the 
shtnfid it shp^d be devised 

to produce an adequate rev^ue without harming 
trade and commerce. Provided however that this 
consideration is always kept in mind, there is no reason 
why proposals to introduce subsidia]fy principles, such 
as some mWsure of protection and Imperial preference, 
should not be considered on th^r merits. 

14615. Q, 6. It is obviously impossible to impose an 
excise duty on articles manufactured in India in all 
cases in which similar articles imported from abroad 
are assessed to customs duty, inasmuch as practi- 
cally all imported articles are assessed to import duty- 
Aufy considerable addition to the existing excise duties 
would entail a very large inspecting and controlling staff 
and wordd interfere with th'e free course of internal 
trade. Excise duties should only be imposed on articles 
which the Legislature definitely desires to tax for 
revenue purposes, ^gr., liquors, intoxicating drugs,* and 
possibly manufactured tobacco and some other luxuries. 

14616. Q, 8. In theory and usually in practice excise 
duties cannot be imposed without raising the price to 
the consumer. If, however, the prioe’of the indigenous 


product on which an excise duty is imposed be deter* 
mined by the price of a similar imported product, the 
excise duty, provided it be lower than the customs duty, 
is not likely to have much effect, because the indigenous 
product in the oxdiiwxoourse. of trade, in no case, 
be sold much cheaper than the imported product. 
Similarly the removal of an excise duty .will not 
necessarity lower the- price to the con^mer, 

So long as goods manufactured in India can only par^bsily 
satisfy the demand and similar goods have to be im- 
ported, Indian goods are not likely to be sold much 
cheaper 'than imported' goods if* of the same quality. 

14617. Q, 15. The difficulties of giving special protec- 
tion against foreign goods which are dumped or* support- 
ed by bounties or subsidies are administratively very 
great. The only effective method of ascertaining the 
exact facts would be to maintain a world-wide organisa- 
tion of the nature of a commercial Intelligence Bepart- 
inent. But the information therefrom derived would 
almost inevitably take so long to arrive and the ex* 
pense of an efficient organisation would be such that it 
is very doubtful whether the game would be worth^fhf 
candle. Spme measure of protection might he atfMed 
by assessing goods' on the estimated Indiah , cost ol 
production, a principle recently put forward by th\ 
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JFordney ’* tariff biU in the United States of America, 
but such, assessment would obviously present very 
serious diBaoulties, and would inevitably lead to frequent 
disputes and law suits. 

14618. Q, 19. Conflicts of interests would certainly 
arise in India and would be diflGioult to adjust. There 
is already a conflict between Indian tanners on the one 
part and producers and exporbers^of hides and skins on 
the other part. The latter not unnaturally bitterly 
oppose the export duty on raw hides and skins, and 
are constantly urging its repeal. Tanners on the other 
hand are strongly in favour of its retention. 

14619. Q, 20. when an import duty is imposed 
ordinarily the whole of it and even more (in the shape 
of interest on the duty) is passed on to the consumer in 
a rise of price. In particular instances temporary causes 
may obscure or prevent this passing on. For example, 
when the duty on motor cars was raised from 7 J to 20 
per cent, ad valorem it so happened that very large stocks 
were in the hands of dealers, who found it so necessary 
to obtain cash by selling that no immediate increase 
of price was made even on cars which had paid the new 
20 per cent. duty. Similarly a rise in exchange may 
easily obscure the imposition or increase of an impoit 
duty. 

14620. Q, 21. The rise in price caused by a pro- 
tective duty is likely to persist, unless and until Indian 
production expands and equals foreign production in 
efficiency, andjjinternal competition leads to a cutting of 
rates. 

14621. Q. 24. An increase in the cost o^ living is 
bound to lead eventually to an ^increase in^^wages, but 
the process may be very lengthy, especially in a 
country where labour is hardly organised. Inasmuch 
as the industrial wage earners possess more solidarity 
than other classes in India, they would probably be 
the first to obtain higher wages by means of agitation 
and, if necessary,, strikes. But the agricultural wage 
earners and the middle classes would not be likely to 
see hheir earnings advance as quickly, and would 
undoubtedly suffer for a considerable time. 

14622. Q. 25. It is hardly possible to forecast the 
effect of a policy of protection on the foreign trade of 
India and on the general commercial position because 
there are so many unknown factors, such as the pitch 
of the protective duties, the abflity of consumers to 
pay higher prices, rates of exchange, etc. There is no 
doubt that India can put into effect a consumers’ strike 
as we»ll as western countries, andjihat if prices rise too 
high, consumption will be reduced. As an example I 
quote in the margin the quantities and values of cotton 
piece-goods imported into British India for the past 11 
years and th§. first half of the present fiscal year. The 
figures seem to indicate that the quantity imported is 
largely determined] by prices^and^that India will B.ot 
spend more than a certain sum, on foreign piece-good^. 
Before the war she could afford B«s. 50 orores and over, 
plus an import duty^oif Si per cent* ad mhrem^ 
During the war she would probably have paid more 
had the goods been available, despite an increase of 
duty to per cent, in 1917. 


Years. 

Cotton? Piece-good?. 

Quantity. 

Value. 


Mds. 

Rs. 

1910-11 

2,308,119,094 

39,00,16,006 

1911-12 

2,437,892,898 

42, 88,90, 89Q 

1912-13 

3,022,629,457 

53,30,49,570 

1913-14 

3,197,128,712 

68,13,72,700 

1914^15 

2,446,661,682 

42,96,52,245 

1915*16 

2,148,100,211 

37,76,29,800 

1916-17 

1,933,621,578 

46,64,63,696 

1917*18 

1,565,608.776 

49,72,60,106 

1918-19 

1,121,974,998 

49,40,58,670 

1919-20 

1,080,747,882 

61,76,36,660 

1920-21 

1,609,3^,066 

83,77,75,132 

1921-22 April to . 

487,223,138 

19,85,22,912 

. September. 







In 1920-21 the rupee value of the imports was greatly 
enhanced by the fall in the exchange value of the rupee 
and the consumers struck. It is quite possible that the 
enhancement of the import duty from 7^ to 11 per cent, 
in March 1921 went to confirm them in their strike, but 
obviously the exchange factor was more important. 
Nevertheless, if the import duty is again enhanced (and 
the mill industry will undoubtedly clamour for a higher 
duty if the exchange value of the rupee again improves, 
thus rendering competition from abroad more serious) , 
any improvement in consumption must be delayed. 
Similarly a general increase in the import duties will no 
doubt tend to restrict other imports. If this occurs the 
rupee may be expected again to rise, so that eventually a 
new parity between imports and exports would be estab- 
lished. On the whole I am of opinion that matters 
will tend to balance themselves provided that the duties 
imposed are not too high. But here again we have the 
difficulty that if the duties are not high, Indian producers 
will complain of inadequate protection. 

14623. Q. 26. I consider that this general question 
can only he answered after a detailed study has been 
made of the duties imposed by foreign countries on 
Indian goods, article by article. 

14624. Q, 27 and 28. From the point of view of a 
Customs officer I would deprecate the adoption of 
general and special tariffs. At present our tariff makes 
no distinction between one country and another (except 
in the case of the export duty on raw hides and skins) 
and consequently the assessment of duty is not com- 
plicated by any consideration except that of value. If 
we adopt general, "preferential and special tariffs there 
are bound to be complications both in India and outside 
India, for it is almost certain that we should require 
certificates of origin, consular attestations, etc., etc. 
The more documents that have to be produced, the 
more delay is bound to occur in the clearance of goods 
and the greater will be the work and expense involved in 
the execution and acceptance of’ bonds for the due 
production of missing documents. The amount of extra 
work and trouble thereby caused can well be fore- 
casted from our experience during the war, when we 
had an immensity of trouble in enforcing the produc- 
tion of certificates of origin and interest, etc. Import- 
ing firms could no doubt give the same evidence. 

14625. Q. 31. The imposition of export duties must 
either increase the cost to the purchaser or reduce the 
profits of the producer. In either case the export trade 
is likely to suffer, except in the case of monopolies or 
virtual monopolies such as jute. Even monopolies can 
be taxed so high as to make the manufacture of substi- 
tutes profitable. It is well known that during the war 
Germany produced a substitute for jute which was 
almost in every way as acceptable as jute except in the 
matter of price. Therefore an export duty on a 
monopoly must not be so high as to encourage the 
production of substitutes. Apart from*' these general 
considerations it must be remembered that export duties 
are likely to be a serious hindrance to the mechanism of 
the export trade, A delay of a few days in the assess- 
ment and collection of import duty does not matter 
very much, as the goods can be discharged from the 
importing vessel as soon as it arrives. But a similar 
delay in the case of exi^ort goods may mean that 
the exporting vessel is either held np in port doing no 
work, earning no money and incurring ejepense, or has to 
sail part loaded. Any delay to shipping must render the 
ports in which it occurs unpopular and lead to higher 
freights. Especially in a port of call like Madras, where 
export cargo has to De sent for shipment at very short 
notice, the inevitable delay, even if it only amounts to a 
few hours, caused by assessment and the collection of 
duty may be a serious matter. The difficulties occa- 
sioned by export duties may be exemplified by the fol- 
lowing case. It is necessary for customs purposes to 
examine a certain proportion of baled hides and ski^^ on 
export. This entails rebaling under customs supervififfon. 
If the goods are shipped without rebaling, the freight is 
increased because the ship reckons freight on the whole 
consignment on an average of both the baled and unbaM 
measurement. Had not the Madras Port Trust Sgjrw 
to instal a baling press within Customs 
porters would Jbave been put kim 

as to inconvenimice*-. , , 



14626. Q. 32. If an export duty be imposed on a raw 
materia' in order to encourage its retention in India and 
if it be high enough to achieve its object, there must be a 
distinct risk of smaller production. 

14627. Q, 33. From a customs point of view the 
automatic control of the export of foodstuffs by the 
collection of an export duty will be simpler than the 
present method of control by prohibition and licensing. 
But I doubt whether the imposition of such a duty would 
lower Indian prices and the cost of living. Its obvious 
effect would be to decrease production of food crops 
and to increase the production of commercial crops. 
The former will naturally grow the crops that pay him 
the best, and the Indian farmer is not slow to respond 
to alterations in prices of agricultural produce. 

14628. Q» 35. As a Customs officer I realize that 
Imperial preference must complicate customs adminis- 
tration and to some extent commerce — vide answer to 
Questions 27 and 28. As a subject of the Crown I favoiur 
the idea of Imperial Preference so far as practicable, 
but I do not think it would be fair to ask India to risk 
any appreciable economic loss. 

14629. Q, 36. T would make no differentiation between 
the United Kingdom and other parts of the Empire, 
if only because of the additional complication of a com- 
plicated tarilf that would be thereby involved, 

14630. Q. 37. I see no special reason to anticipate 
any material loss or gain to India. Inasmuch as the 
United Kingdom is our* chief supplier of manufactured 
goods, a moderate preference would help to maintain 
friendly relations between British manufacturers and 
labour and Indian commercial men. 

14631. Q,. 40. If an additional duty be levied on goods 
coming from foreign countries the price to the consumer 
is likely to be raised. In the ordinary course of trade 
British goods would be sold in India at almost the same 
rates as foreign goods which had paid a higher duty. 

. 14632. Q. 41. I do not anticipate that a system of 
Imperial preference would seriously affect the balance 
of trade always provided that the preference is 
moderate, 

, 14633. Q» 42. I do not consider that a moderate 
preference would divert trade appreciably. 

14634. Q. 78. Our present system is a combination 
of specific and ad mlomm duties. The main specific 
duties are those of liquor, salted fish, tobacco other 
than cigars and cigarettes, coal, coke and patent fuel, 
petroleum, opium, matches and firearms. 

Ad valorem duties are assessed in three distinct ways, 
i,e. (1) on the local market value under section 30 {a) 
of the Soa Customs Act ; (2) on the cost of delivery, 
which practically means the cA,f, invoice cost plus 
landing charges* under section 30 (b) of the Sea Cus- 
toms Act and (3) on tariff values fixed by the Governor- 
Genetal in Council from time to time under section 22 of 
the Sea Customs Act. As regards (1), market value 


assessments are most difficult, Ibut hOrmally yield 
best revenue. The Customs benefit on a rising market 
and the importer, on a falling market. As regards 
(2), assessment on c.i.f. values is easy, although exchange 
rates have to be watched carefully so that values can 
be accurately converted into rupee currency. Such 
assessment means a gain to the Customs on a falling 
market, and to the importer on a rising market. As 
regards (3), tariff valuations are ordinarily fixed once 
a year by the Government of India on the recommenda- 
tion of the Director-General of Commercial Intelligence, 
after this officer has consulted Collectors of Customs 
and Chambers of Commerce. The basis of his recom- 
mendations are statistics of quantities and values 
originally compiled in the Custom House. Such a 
system of assessment is satisfactory when prices are 
reasonably stable. But when prices are sagging or 
jumping violently, frequent revaluations are necessary to 
protect the interests both of the revenue and of importers. 
In any case it is only practicable to fix tariff values in 
cases where distinct classes of goods exist which vary 
little in quality or price. It is obviously quite impossible' 
to fix tariff valuations for goods macMnery and 
manufactured articles generally, wbiclx do not form a 
simple and homogeneous class for which an average value 
can be determined without much difficulty. 

The reasons which render it impossible to fix tariff 
valuations for many classes of goods equally prevent the 
adoption of specific duties. It is obviously impossible, 
for example, to assess machinery or even particular 
classes of machinery at a fixed charge per cwt. To do 
so would fhean that taxation would bear most heavily 
on cheap goods. 

My conclusion is that the present mixed and elastic 
system should be continued. This ensures thaf the more 
expensive goods, which are best able to yield revenue, 
wiU not escape more lightly than cheaper goods. Again 
‘frequent changes of rates and the laborious statistical 
investigations involved thereby (which will be very 
considerable) will be avoided. As regards the argument 
that it is an advantage to merchants to know exactly 
what duty will be payable, I would submit that our present 
system is no real handicap to trade. The amount of 
duty payable is only one of the many factors which the 
merchant has to take into account when considering 
whether it will pay him to place an order either at a 
/.O.6. or a c.i./. rate. The cost of the goods when cleared 
may be affected much more seriously by exchange, and 
the value of the goods on arrival must depend largely, on 
the then state of the market. In fact, in the case of 
assessments on local market value, the importer has this 
advantage, that on a falling market, when it is im- 
portant that the expenses should be redtijoed to a 
minimum, he automatically pays always less in duty ; 
possibly indeed he pays on a value lower than his 
invoice value. 


Oral evidence dated the 1st February 19.22. 


■ 14635. President ^— You are Collector of Customs, 
Madras ? 

Yes. - 

14636. Q, From your answer to Question No. 4 it 
appears that the fiscal policy you would recommend would 
be a revenue tariff as at present ? 

A. Primarily, Sir. 

14637.^6, Andyousay that you would not mind some 
measure of protection being considered as a subsidiary 
principle. What do you mean by that ? 

A. If it be demded that the policy of the Government 
should be to encourage a particular industry by protec- 
tion or to adopt any measure of Imperial Preference I 
see no objection to that being done, provided we still get 
an adequate revenue from the customs. 

146S8, Q. You would have no objecHon to protection 
being adopted as the fiscal policy of India 1 

A. I am speaking as a customs officer. 

14639. Q. Then, I will not take you over all the replies 
you have given, but I will deal only with that part of 
your statement which concerns your department. Please 
refer to your answer to Question No. 78. Yom say that 
our .present system is a combination of specific and ad 
valorem duties and then you give a list of the articles on 


which specific duties are levied. As a general proposition 
do you think that the present system is the most suitable, 
that is import duties levied specifically in some oases and 
on v^ue in other cases ? 

An Yes. , I consider that the present system has worked 
well, 

14640. Q, Would you advocate purely specific duties 
or ad mlorem duties and tariff valuations ? 

A. I should not be inclined to recommend that because 
on some cases I consider it practically impossible to fix 
tariff valuations. 

14641. Q. Because in some cases the effect of the tariff 
valuation might be a conflicting incidence of tariff ? . 

An Certainly. 

14642. Qn Therefore, in your opinion the system which 
is now in practice which is partly specific and partly ad ' 
vcdorem is most suited for India ? 

An Including a certain number of tariff valuations 
under ad valorem, 

14643. Q, Will you please explain ? 

An When the law says that the duty should be chs&r^ed * 
on an ad valorem basis it may be either oil the 
value or the landed cost, under section 30 of the Sea 
Customs Act. At the same time, the Governor-General 



has power, under section 22 of the Sea Customs Act, to 
fix tarifi values for articles. These articles are scheduled . 
in a list, and that list is increasing now. It is to the 
convenience of the trade to know that a particular kind 
of article will pay a certain duty for a certain period, 
which will last for one year. As I have said in my 
written evidence you can fix tariff valuations only for 
goods of a simple and homogeneous character. You 
could not fix a tariff valuation, for example, for certain 
classes of machinery, and they should continue to be 
assessed ad valorem* - 

14644. Q* But tariff valuation has other disadvantages 
in addition to the conflicting incidence of tariff. If you 
do not adopt a definite policy Government may lay itself 
open to the criticism that they are fixing tariff valuations 
for certain articles only and not for other articles. Specific 
duties and ad valorem duties do not admit of such criti- 
cism. 

A* Except that tariff valuation is in essence an ad 
valorem duty. 

14645. 0. But ad valorem based on average price 
calculated for a certain period. 

A* It is very largely based on that, but not absolutely. 

14646. Q* I was under the impression that it was based 
on the average price for a certain period. 

A* It is very largely so. The Cusloms House has to 
furnish statistics of quantities and market values to the 
Director-General of Commercial Intelligence, who before 
the year commences holds a meeting at Calcutta to 
examine the prices of the different Customs Houses and 
works out the averages, but I think he also takes into 
account, in some instances, the probabilities of the trade 
in the future. 

14647. Q* That is speculative ? 

A. To a certain extent it is speculative, but I admit 
that it is based mainly on past value. 

14648, Mr* Narottam Morarjee, — Q. In answer to Ques- 
tion No. 6 you say Excise duties should only be imposed 
on articles which the Legislature definitely desires to tax 
for revenue purposes, liquors, intoxicating drugs, and 
possibly manufactured tobacco and some other luxuries.” 
Now, may I know if you are opposed to countervailing % 
excise duties 7 

A* I consider they are very difficult to work because 
it is difficult, to get accurate and up to date costs to assess 
on. I am not opposed to them as a Customs Officer parti- 
cularly. 

14649. Q. In reply to Question No. 25 you say : 

“ Similarly a general increase in the import duties will no 
, doubt tend to restrict other imports. If this occurs the 
rupee may be expected again to rise, so that eventually a 
new parity between imports and exports would be 
established.” Will a gold currency remove this 
difficulty ? 

A* That is a question that I would hardly venture to 
.answer., 

14650 . Sir Montagu Wehh * — Your answer to Question 
No. if I take it, means that you consider that sub- 
stantial customs revenues must be collected no matter 
what the fiscal policy may be, in order to provide tbe 
Central Government with revenue ? 

A, Yes. 

14651. Q* Then, in addition to customs revenue, it is 
possible that Government might supplement that by means 
of excise duties or consumption taxes. Could you give the 
Cominission any idea upon what goods you think con- 
sumption taxes might be levied for revenue purposes 
only ? You mention liquors, intomcating drugs, and 
possibly manufactured tobbaco. Are there any other 
sources of excise revenue which as a Customs Officer you 
l-bink it might be practicable to collect ? 

A. I take it that it is only possible to collect an exois® 
dufey on manufactured articles or products which are 
under a fairly centralised management, c.g., it is practically 
imposable to impose an excise tax on hidis and cheap 
Indian cigarettes or on cheroots made in this Presidency. 
It is more or less a cottage industry. I think it would be 
very difficult to impose an excise duty on any unorganised 
trade. 

14652. Q. Are there any organised trades which con- 
ceivably mi^t bear consumption tax or an excise duty for 
revenue purposes only ? Jute or cotton ? 

I find it not ea^ to sm^er that question off hand. 


14653. Q. Would you think jute is a suitable industry 
from the point of view of feasibility of collecting the 
duty ? 

A. From the point of view of collecting the duty, yes. 
14654. Q, Anything else than jute and cotton ? I am 
only thinking of sources of revenue. 

A. I have not mentioned petrol. There is an excise 
duty on that. 

14655. Q* Is there an excise duty on petrol ? 

A. Yes. Six annas a gallon. 

14656. President — ^It was imposed during the war time 
and it still continues. 

Sir Montagu Wehh—Q* There is no excise duty on 
kerosine ? 

A. No. 

14657. Q* Please refer to your answer to Questions 
Nos. 27 and 28. What have you in mind when you 
talk of a special tariff ? Do you mean a tariff which 
differentiates between different countries ? 

A. Yes. 

14658. Q* Such a tariff you thinlc is difficult to ad- 
minister, because it is difficult to trace the couutries of 
origin ? 

A. It would be extremely difficult if the consignees 
endeavoured to deceive us. ® 

14659. Q* Then merely from the point of view of a 
revenue officer you would rather not see preferential 
duties introduced ? 

A. I would not, speaking purely from the point of view 
of a revenue officer. 

14660. Q. Then in your reply to Question No. 31 you 
refer to the difficulties in collecting export duties. You 
take up one particularly difficult case, namely, hides and 
sMns. Would this same difficulty arise in any other 
class of export? 

A. Probably not so much in the cases of jute, tea or rice, 
provided no question of quality arises which the Customs 
would have to verify on export. 

14661. Q* I should think probably hides and sldns are 
the most difficult, from the Customs Officer’s point of view, 
of aU exports. 

A. Of all our existing export duties it is the most 
difficult. 

14662. Q. Then, with reference to Question No. 78, 
have you any preference as between specific duties and 
tariff values ? 

A. A specific duty is the most convenient one for us 
because we have to collect so much on a specific article 
or a specific quantity. There is no question of value. 
The question of value does not actually come in when we 
collect duty on tariff valuations* But it does come in 
when we recommend what the tariff valuation should be. 
For that purpose we have to maintain a fairly exhausthre 
record of prices. 

14663. Q. Then, from the point of view of a revenue * 
officer would you consider specific duties the best and 
simplest to administer. That is to say, would it be wise 
to make everything specific as far as practicable ? 

A. I do not see any objection to extending the list 
of specific duties as far as practicable, but I do not 
tbink one can take it very far. 

14664. Q* I think I am right in thinking that that 
would be the most satisfactory typo of diity from your 
point of view ? 

A. From our point of view, — ^ycs. 

14665. Q, Then next to the specific tariff, tariff valua- 
tion is the best form. Going down the scale further, comes 
ad valorem dutioB. Which do you prefer, — collecting the 
duty on the market value on arrival or cost of delivery 
based on invoice value ? 

A. There again the invoice value is the easier : it does 
not need much experience to trace and work out the value 
of the invoice plus the landing charges, 

14666. Q* Do you find from your experience that tbte 
invoices can be relied on ? 

A. As a general rule commercial morality is quite 
enough to enable us to accept it. But there are oases 
whe.e, thiough no fault of the invoioer, we cannot accept 
them. For example, producers abroad with a selling 
branch here may he working on a pro fonm invoice, and 
that invoice may purely represent the cost of produefeon 
and nothing eto. It may not Include . 

charges : it may not hmhide ' 
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may carry their own insurance. They will be extremely 
annoyed if we venture to assert that we cannot accept 
their invoice in fairness to the other importers of similar 
goods. The Commission may remember the long dispute 
in Bombay with the Vaccum Oil Company. 

14667. Q, Then from the point of view of a revenue 
officer you would prefer the collection of revenue on the 
invoiced cost plus the landing charges rather than on the 
market value. 

A. Yes. 

14668. Q. This Commission will have to consider the 
points of view of the importer or the exporter as the case 
may be as well as of the Government. 

A, It is easier for us, but not necessarily advantageous 
to Government, to collect on the invoiced charges, than 
on the market value. 

14669. Q, Why should that be ? 

A. Because the market value is usually more than the 
actual invoiced cost plus the cost of landing. 

14670. Q. We heard in Calcutta serious complaints 
with regard to the administration of the Tariff Act, 
especially from the importers of machinery. Have you 
had any difficulties in the administration of the Act and 
do you think there is much scope for misunderstanding ? 

A. Of course, if I may say so, lay men do not always 
read a statutory enactment quite as well as a person 
administering it. Certain hard cases do occur. I think 
recent instructions from the Government will, to a 
certain extent, allay those cases. 

14671. Q. We have had such questions, as, for example 
the imposing of a duty on paper and on printing ink 
and letting books free thus discouraging the printing of 
books in this country. 

A, That is a matter of policy rather than of customs 
administration. 

14672. Mf. Ooyajee*—Jj, In answer to Question No. 15, 
you refer to the difficulties of fixing anti-dumping 
duties. And one suggestion you have made to get over 
this difficulty is to assess goods on the estimated Indian 
cost of production. Will not this be very difficult in view 
of the backward condition of the country which might not 
produce a good many articles. 

A, I think so ; the difficulty is practically insuperable. 

14673. <?. May I suggest an alternative procedure ? The 
price fetched by selling the goods may be taken as the 
basis for anti-dumping duties. Do you think that would 
be a solution of the difficulties of fixing an anti-dumping 
duty ? 

A. I do not see how it would work. So long as an 
article has a market value, it is assessed on its market 
value in India under section SO {a) of the Sea Customs 
Act. I think most of the articles that now compete with 
Indian production probably are now assessed on market 
value. 

14674. Q. But we are talking of things which has no 
* cost of production in India, that is articles which are not 
manufactured in India. 

A. We determine what it would fetch by actual ex- 
periment. 

- 14675. Q, By the Customs Officers selling the thing ? 

A- If we do*, not agree to the value declared. That 
again is something like the procedure prescribed in sec- 
^ 0 ^ of the Act. Difficulties occur in putting that 
sectioh to effect, because especially in small markets it 
is frequently possible lor the.finhs to Combine and not 
to bid. ■ * ' ' ' • 

14676. Q, So your conclusion is that it ia , extremely 
difficult to fix anti-dumping duties ? 

A* Yes, 

14677. Q. Now coming to your answer to Question 
No. 78, your conclusion is that the present mixed and 
elastic syste.m should be continued. Isn’t it ? 

A. Yes. ' - 

146 8. Q, In respect of that I would suggest for your 
consideration the opinion of your colleague in Calcutta. 
He ar^ed in this way. It is possible to extead th^e 
specific duties on cotton goods, paper, provisions, rubber, 
cigars, cigarettes, cement and woollen goods wffioh wiHi 
minor items wQi represent an^adclitional 40 per cent, of 
the trade, leavixig for ad valorem assessment, less than 
25 per cent. That is view of Mr. Lloyd. I^ you 
thii5?: that it is possible in this way for the extension of 
the specific and tariff valuation systei?i at the cost of 
i^d vcdo/em assessmepit ? 


A, I should think Mr. Lloyd is very sanguine. There 
would be great difficulty in fixing tariff valuation or 
specific duties on cotton goods which form the great bulk 
of India’s imports, because of the many varieties. Mere 
difference in mark makes considerable difference in prices. 

14679. Q. Would not similar difficulties arise in the 
case of woollen goods ? 

A. Certainly. 

14680. Q* Similarly in the case of paper also ? 

A. Yes there are a good many varieties of paper. 

14681. Q, So that you do not quite agree that a grea 
extension on the lines proposed of a specific and tariff 
valuation system is possible ? 

A. Not a great extension. We are gradually adding 
from year to year. 

14682. Q, You say that specific duties give protection 
because if prices fall the duty becomes heavier and if prices 
rise the duty becomes lighter. In the case of ad valorem 
duties also there is a certain amount of protection accord- 
ing to the foreign prices. Will you please say which of 
these two duties is the worse ? 

A. Specific is of course the worse, 

14683. Q, In Calcutta and Rangoon your colleagues 
expressed the view, that if the general rate of import 
duties in India were increased above say 10 or 11 per cent, 
that would be no advantage to the revenue^ Is that 
your view ? 

A. I would agree as far as I have seen the effect of higher 
duties. 

14684. Mr. SesJmgm Ayyar, — Q. In answer to Question 
No. 36 you say that inasmuch as the United Kingdom- is 
our chief supplier of manufactured goods, a moderate 
preference would help to maintain friendly relations 
between the British manufacturers and labour and 
Indian commercial men. You don’t seem to take into 
» account the Government or the people of this country. 

A. In what way ? 

14685. Q. You say it would establish friendly relations 
between the British manufacturers and labour bn the 
one hand (that is British labour I take it). Would it 
not to a certain extent reduce the amount of money 
which the Government would receive if there is no pre- 
ference shown, having regard to your statement that 
the largest import is from the United Kingdom ? 

A. If one maintains the existing rate of duties for the 
United Kingdom and puts an additional tax upon other 
countries, I do not think the Government would lose the 
duty, unless you wish to screw up the duty on all countries 
as high as possible. If you show preference to the 
United Kingdom, naturally this country must lose, that 
is, if there is a uniform duty 

14686. Q. I am speaking from the Indian Government 
point of view. Would it not be detrimental to the 
taxable interests of the Indian Government that they 
should show preference to a country which has the 
largest exports to this country ? 

A. I do not see why it should necessarily be, provided 
we maintain the present rate of duties on goods to and 
from within the Empire. If the duty on goods from 
the United Kingdom is raised to such a level that the 
United Kingdom manufacturers would no longer be 
willing to send, it might diminish the supply of those 
goods and we might have to pay higher prices for the 
goods from other countries. 

14687. Q, Not necessarily hi^er prices. 

A. Inasmuch as we get ^ pen oecot. that is, a,Iaaege 
proportion of our^ imports from the. UnitedvKmgl^ 
it .would fee difficult give iiiat up at one© and to get all 
supplies from other countries. 

14688. Q. Are you aMd that other competitors will 
not be able to give us the necessary supply ? 

A. I should certainly think so. 

14689. Q, Certainly Japan and the United States can^ 
give us the goods we require, and Gemnany. if she 
recovers her normal conditions. ^ 

A. I do not think so. 

14690. Q, What part of this 60 per cent, woukJ it 
or rather what would be the percentage of goods wfelfja ’ 
cannot be replaced ? ^ 

A. I fear I cannot say that o|E band. 

, 14691. Mr. — Q., In ooimectiQn 

No. 8 about efxcise duty, yqu say ^ " 

of an excise duty wiO pot necessarily IcW^’ Vricd tg 
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tke consumea'.’ I quite agree with you there, but you 
forget one thing ; while the tariff duty tends to raise 
the prices to the consumer, at the same time it tends 
to the development of local industry, whereas the 
countervailing excise duty not only raises prices but at 
the same time discourages the development of local 
industry. Under these circumstances would you be 
justified in maintaining the excise duty "on the cotton 
industry? 

A. That again is more a question of policy than of 
customs administration. 

146^2. Q, Do you agree that a countervailing excise 
duty checks the development of local industry? 

^4. I do not think it does necessarily. 

14603. Q, Is not that a fact ? 

A, In strict theory it is true. 

14694. Q. With reference to your answer to Question 
No. 25, I don't quite understand what you want to 
prove. ^Do you want to prove that protection will 
restrict the seaborne trade of India ? 

A* I think that if the pitch of taxation is sufficiently 
high it must decrease the imports into the country. 

14695. Q, What do you mean by ‘ sufficiently high ’? 

A, The duty at the present rate is probably from the 
revenue point of view about as high as one can put it. 
I *think a duty of 25 per cent, would so decrease the con- 
sumption that it would also decrease the revenue. 

14696. Wim do you think of the present duty ? 
Is it sufficientiy^igh ? 

A, It is very hard to judge, because there have been 
so many causes at work since it was imposed that it is 
difficult to see the actual effect, such as the fall in exchange, 
the non-co-operation movement, and the general trade 
depression. 

14697. Q. Do you know of any other countries that 
have got duties of a protective nature ? Do you think 
their seaborne trade has been restricted on account of 
the protection ? 

A. It is rather difficult to answer that. I have not 
got figures before me. 

14698. Q, It seems to me that the seaborne trade 
depends on the general prosperity of the country whether 
it is tee trade or protection. I should like to Imow 
your views. 

A, In my written answer I said that the trade tends 
to balance always provided the duties are not too high. 

14699. 0. You have tried to prove by the statistics 
which you have given about the import of piece goods 
that on account of high prices the consumption was 
reduced. But at the same time X find that in spite of 
the high prices the consumption of the Indian mill made 
piece goods has gone on increasing continuously. That 
shows that if the consumption of Manchester made 
goods has gone down it might be perhaps on account of 
the inclination of the people to use Indian made goods 
or on account of the inability of Manchester to provide 
piece goods. 

A* I think it was the mixture of several causes, the 
inability to send goods from Manchester, partly because 
of the high prices of Manchester goo^» and partly 
owing to political causes, 

14700. Mr, Mani /—-In para. 25 you say that in 
10^-21 IhLe rupee value of the imports was greatly 
enhanced by the fall in the exchange value of the rupee. 
Do you mean ^hat the fall in exchange stimulated 
imports ? 

A, No. I mean that when the goods came here the 
rupee , equivalent of their sterling prices had risen very 
much higher than the people who placed the orders sus- 
pected they would. 

14701. Q. Coming to your answer to Question No. 
31, regarding delay in shipping, is that aggravated by 
the differential duty on hides, I mean by the preference 
given to countries of the Empire ? ® 

A, Only in so far as shippers to Empire destinations 
may -have to give a bond that they only wish to pay 
5 per cent, instead of 15 per cent, duty. I do not think 
there have been serious delays. 

14702. Q, The delay is owing to tariff valuation of 
hides, isn't it ? 

A, Yes. We haye to examine them and classify them 
ac^scjgding to the tarif valuations. 


14703. Q, That objection would apply if the duty 
on bides was made uniform to all countries, isn’t it 
so ? 

A, Yes. 

14704. Q, You don’t make the same objection to ex- 
port duties on any other commodity ? 

A, Certainly not so much. There may be slight delay 
for example in the weighment of jute, rice, etc. 

14705. Q, Supposing export duties are put on food 
grains. Would your objection apply ? 

A, It will apply rather strongly. Food grains go out 
in very large quantities and you would have to put a 
special staff for loading them and for checking the weigh- 
ment -of certain selected bags. 

14706. Q, You would not have any very wide difference 
in quality ? 

A, In quality probably not. 

14707. Q. In answer to Question No, 33 in regard to 
export duties you say ‘ 1 doubt whether the imposiUoii 
of such a duty would lower Indian prices and the cost 
of living. Its obvious effect would be to decrease pro- 
duction of food crops. I don’t quite understand how it 
would decrease production if it did not lower prices. 

A, I mean that the farmer presumably instead 
of growing food crops w^hich he used to export would 
grow them only barely sufficient for local consump- 
tion and would turn his energies to growing commercial 
crops. The prices therefore of food crops are not likely 
to fall. 

14708. Q, The grower does not export the products 
himself,- It is the dealer. So long as the grower gets 
the same price from the dealer he does not mind whether 
there is an export duty or not. 

A, My experience as a District Officer was that as the 
price of cotton rose, very much more of it was grown 
than had been before. 

14709. Q, We are talking of food grains. The grower, 
of food stuffs is not usually the exporter. He generally 
sells to the dealer and so long as the grower gets the 
same price w'hy should he restrict production ? 

A, Would he get the sa ne price from the dealer ? 

14710. Q. Do you say that the export duty would 
not lower prices ? 

A, I do, because the purchaser of the crops will na- 
turally conserve his goods if he can get as good a price 
in the country. It is all a question of who is to pay 
export duties. It is difficult to allocate it to one of 
the partied, the grower, the middleman and eventually 
the exporter. It seems to me to follow that the expoter 
has to pay it. It is not likely to be paid eventually 
by the consumer if he can get the articles anywhere 
else. 

14711. Q, I admit that. The natural thing would 
be that the producer will have to pay. 

A, If the producer has to pay it, I suggest that he 
will produce a crop which will pay him better. 

14712. Q, I quite agree with that conclusion. 

A, The producer having turned to others' crops, there 
will be less supply of food grains in the country, ' 

14713. Q, Then prices will eventuallj^ go back. But 
the first effect of reduced production would be to Id^ver 
prices. 

A. Yes. 

14714. Q, I understand that you think it would be 
difficult to apply tariff valuations to cotton goods. 

A. Yes. 

14715. Q, Your objection is that it would be difficult 
to get an equitable incidence of taxation on the differ^t 
classes. 

A, 1 think so. 

14716. Q, You are in favour of continuing the ad 
valorem system. 

A, Yes. 

14717. Mr. Jamvadas Dwarkadas, — Q. You said that 
you find it difficult to collect the duty on hides and skins 
from the exporters. What is that due to ? 

A. It is not difficult for us to actually realise the’ 
money. But we cannot help causing certain hindrance 
to exporters by detaining their consignments. They 
bring their goods to catch a particular ship. We haipe 
to examine them to see their such as wheth^ 
they are tanned or untanned h^es. For that 



we have to open the bales. They have then to be 
rebaled. The shipper has to pay duty before the goods 
can be shipped and when ships stay only for a short 
time in port as in Madras^ there is very little time. ^ 

14718. Q, Do you consider this inconvenience is 
caused by the export duty ? 

A. "Kes. If there were no export duty we need not 
open the bales to examine the goods. 

14719. Q. You^say that in times of scarcity you would 
prefer a small export duty on food stuffs than a system 
of control 1 

A. I say it would be easier for us. The restriction 
would work automatically if an export duty were 
levied. 

14720. Q. It has been suggested that a system of 
control has the eiSect of inducing the dealer to hoard 
the goods in anticipation of better prices. Do you 
agree with that view ? 

A> Certainly. I do not know much about Madras 
cecause the control of rice has hitherto been in the hands 
of the Director of Gvil Supplies. But when I was in 
Karachi, I noticed that the goods were held up and the 
prices' forced up. 

14721. Q. Would not the export duty have the same 
effect ? 

A. Do you mean that it would induce people to hoard t 

14722. Q. /es. 

A, I think conceivably it would if duties were made 
heavy enough. But generally it would not be as great 
an inducement as control. 

14723. Q, In your answer to (Question No. 78 you 
say that tariff valuations are ordinarily fixed once a 
year by the Government of India on the lecommenda- 
tion of the Director General of Commercial Intelligence. 
What is your experience with regard to this valuation 
made by the Government of India ? Do the people 
concerned think that it is at times unfair or does it work 
smoothly ? 

A. Normally it works smoothly. When prices are 
abnormal and are jumping violently then it won’t work 
smoothly. 

• 14724. Q, Which do you think, from the point of view 
of the importers, is the more satisfactory form of duty 
ad valorem or specific 2 

A. I should think the importer in normal times would 
probably prefer assessment on tariff valuations. He 
knows for a fairly long period what he will have to pay 
on particular goods. 

14725. Sir Manechjee Dadabhoy, — Q. As a Customs 
Officer you naturally advocate that the tariff policy 
should be so devised as to produce adequate revenue. 
But you do not object to the introduction of protection 
as a subsidiary principle, where such protection is justi-^ 
fied on individual merits of industries ? 

A. No. I do not object. 

14726. Q. In this connection I would like you to 
explain what you said about the Fordney tariff system, 
which has been adopted in the United States, with 
reference to estimating the cost of production. 

As far as I understand the text of the American 
which is most complicated, it is proposed to assess 
ad duties in America in future not on the price 

of the goods themselves, but on the wholesale price at 
which similar goods made in the United States were 
normallj' sold at the time the goods were*exported from 
the country of production. 

14727. 0- The price at the time of export ? 

A, Yes. Not at the time of import. 

1471®. Q. Please give us an illustration so that we 
may te able to follow it. 


A. Let us take boots and shoes, if a consignment 
of British boots and shoes arrived in the United States, 
I understand that the Customs officers would have to 
ascertain the wholesale price of similar goods made in 
the United States at the time those goods left England 
or the time they were manufactured. It is an extremely 
difficult thing to effect the valuation. There are also 
several alternatives. 

14729. Q. What are^ the several alternatives ? 

A. If they cannot ascertain that value, then they take 
the wholesale price of similar goods not necessarily made 
in the United States at the time of exportation. If 
America, for instance, made no boots and shoes, they 
would find out what boots and shoes were selling at in 
the United States when the particular consignment left 
the “United Kingdom. If this method fa’ls, then they go 
to the foreign wholesale value, the value at which goods 
could be sold for exportation to the United States at the 
time when they were being shipped, to which they add 
all charges and make an allowance for the profit of the 
manufacturer in the country of production. Lastly, 
if I understand the Bill rightly, if this method fails, 
they take the cost of production in the foreign country 
itself, add all overhead charges, and all allowance for 
profits freight and insurance, and 'then finally get their 
value. 

14730. Q. That would require a very elaborate customs 
machinery. 

A. As far as I can see it would n^ a world-wide 
machinery, ^ 

14731. Q. Speaking about excise duties in answer to Sir 
Montagu Webb you said that excise duties on cotton 
and jute would be justified on the feasibility of collect- 
ing such duties. So far as I know the excise duty on 
cotton is not feasible. It depends on the quality of the 
cloth and the various textures. It is a most complicated 
process. I know with regard to my own mills that there 
is always a difficulty in calculating the excise and my 
men are always fighting with the Government officials 
on the point. But you 'say that the excise duty on cotton 
is justified on the feasibility of collection. 

A. I was talking somewhat relatively, of the more 
or less standard articles, which can be much more esisily 
excised than the miscellaneous articles. 

14732. Q. Cloth is not a standard article 2 

A. That I will leave to experts in the trade to settle. 

14733. Q, In answer to Mr. Coyajee you said that the 
specific duty is worse than ad valorem duty. You would 
oh the whole recommend the present mixed system of ad 
valorem and specific duties 2 

A. He asked me from the point of view of protection 
which was the worst offender. 

14734. Q, But also from the point of view of work- 
ability, don’t you think that the present system is 
better? 

A, I like personally the mixed system which now 
prevails. 

14735. Q, It is infinitely more advantageous than the 
exclusive adoption of any single system. 

A. 1 do not think that the adoption of any single 
system is practicable. 

14736. Q. I would like you to explain to me the 
following sentence in your evidence. It is obviously 
quite impossible for example to assess machinery or even 
particular classes of machinery at a fixed charge per cwt. 
To do so would mean that taxation . would bear most 
heavily qn cheap, goods.** # . 

A, I mean that the actual incidence of the tax«^on 
would be^greater on the cheaper quality of goods. 

14737, Q. That is what you mean ? ^ 

A, Yes. 


Witness No. 99. 

Dr. ANNIE! BESANT. 


Written 

. i am confining my answers to A and B, as I have 
noi ihe detai\cd knowledge requisite for answering the 
other sections adequately. 

14738. Q* 1- Speaking generally I am in favour of 
free trade, but this is subject to the condition of ade- 


statement. 

quate equality in industrial development in the Home 
country, compared with the foreign countries which 
are its rivals in production. I look forward to the 
tinotion of such rivalry, and the substitution .of co-dp- 
eration for competition, so that articles may he ini^u. 
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faetured in and exported from the country in ’^^ich 
their raw materials are most abtmdantly and advan- 
tageously produced, and sufficient transport is avail- 
able; but that is probably a long way off, and while 
competition continues, protection for infant indus- 
tries — especially for those for wffiioh the Home indus- 
tries have facilities in the direction of J,arge production 
of the raw materials required — is necessary for their 
successful establishment. Whether the policy adopted 
be free trade or protection, I think that customs 'duties 
are one of the best means for raising revenue in India, 
and I should favour heavy duties on export of raw 
materials of which India has a natural monopoly, such 
as jute and some ores of chemically valuable elements, 
such as manganese. I consider that these natural 
monopolies should be used for the good of the nation 
as a whole, since they are the gifts of nature, and 
should not be owned by private individuals for -their 
own advantage. If they arc, unfortunately, so owned, 
then heavy customs duties on export would recover 
part of their value for the nation, and royalties might 
be imposed on such part of them as may be sold in 
the country of their origin, both duties and royalties 
to be levied for the purpose of obtaining revenue. 

14739. Q. 2. A well constructed tariff would, I con- 
sider, be preferable in India, v/here fresh taxation is 
necessary, to an increase of direcf; taxation. In a well- 
educated nation, long in the enjoyment of liberty and 
of responsibility, direct taxation is in many ways pre- 
ferable to indirect. Direct taxation conduces to public 
economy, since the citizens feel its weight, and scruti- 
nise its expenditure. But in India, at present, where 
the huge majority of the people are poor and ignorant, 
direct taxation would be likely to make them impati- 
ent with changes in the system of Government, that 
would ultimately increase their prosperity. It was 
lately found in Bengal in villages where self-govern- 
ment (panohayats) was introduced, and where taxation 
and expenditure were under their own control, that 
they willingly levied on themselves and paid an in- 
creased cess, where the benefit of the expenditure was 
palpable under their own eyes — a promising and signi- 
ficant fact. But where the payment of a tax is not 
obviously connected with an improvement they can 
appreciate, it would cause resentment, and be ascrib- 
ed to the political change. Under these circumstances, 

I would prefer, at present, indirect taxation, and 
would aim at removing any indirect tax which falls 
on the necessaries of life, and substitute iaxes on 
articles outside these, E, G., the salt tax should be 
removed, and heavy duties levied on all alcohols used 
in drinks, on the dearer tobaocoes and foreign wines 
imported into India, on imported jewellery, lace, glass- 
ware, toys, scents, and similar articles of luxury, (see 
also, on necessaries, answers to Questions Hos. i9^nd 
23). 

14740. Q. 4. T am afraid that,! do not discern any 
very distinct principles, underlying the present tariff 
except that it favours British goods to the detriment of 
Some production: thus. 

14741. Q. 5. The tariff policy has protected Eng- 
lish imports as against- Home products, i.e., has been 
the reverse of protection as commonly understood. 
The oontinuanoo of the policy will mean the continu- 
ed crippling of Home industries, and the hindering of 
their natural expansion. It is a survival of the policy 
by which England destroyed the woollen trade in Ire- 
land and the cotton trade in India, In the 14th cen- 
tury, England controlled the raw wool market, and 
spun wool into the finest thread, exporting it with a 
duty of 100 per cent. ' Flemish weavers emigrated to 
England from time to time, and Edward III tried to 
establish a native industry by importing them and 
settling them in the country, forbidding the export of 
wool under penalties of mutilation and death. Under 
Elizabeth, export was allowed, but was again prohi- 
bited, and only in 1825 was the law repealed. The 
cloth trade grew under protection. In 1463 no wool- 
len cloths were permitted to be brought into England 
except from Wales and Ireland, and broad cloth was 
not completely made in England till 1667, In 1698, 

II and 12 William III, ch. 10 restricted the flourish- 
ing Irish industry, and three years later -Ireland was 
forbidden to export woollen cloth except to Bristol 
and certain other English ports, where it was re- 
shipped, in English bottoms at ruinous shipping flues, 
wbSe English woollens wer§ dumped into Ireland. 


Thus her woollen industry was ruined, her population 
thrown entirely on the land, with the result of famines, 
and with emigration to America halving her population. 

The same policy was followed in India with cotton 
woven cloths. While English inventors were struggling 
to make and improve looms, 11 and 12 William III, ch 
10 prohibited the importation of Indian calicoes, which 
had held the world's markets literally for millennia. In 
1721, 7 George I, ch 7, prohibited even their use. In 
1781 bounties were given for all exported Lancashire 
cloth, and only when Lancashire produced more cloth 
than she could sell, did she adopt free trade. In 1697. 
she exported cotton goods of the value of £5,915; in 
1908 the value was £81,350,275. The Mill industry in 
Bombay began about 1868, and Lancashire goods were 
then protected by levying a countervailing duty on' 
Indian manufactures. Protection has again been 
adopted in Britain of late years with regard to dyes, and 
only the other day, the influx of German toys at ex- 
tremely low prices, owing to the deprei'iation of the 
mark, has caused a cry for protection from British toy- 
makers. Under these conditions, we may perhaps be 
pardoned for taking a leaf out of the English book, and 
copying the English example. 

14742. Q. 6. Certainly not. Protection should be 
for the benefit of the home manufacturer, not for that 
of the foreign. 

14743. (J. 7. I would at present protect the home 
manufacturer against the foreign. 

14744. Q. 8. I think not. Until India can produce 
cloth enough for her people. I would only raise tne 
import duty on British cottons gradually. But I would 
at once place very heavy, if not prohibitory, duties 
on Japanese imports, because they are a far greater 
danger to Indian manufactures than are the British. 
Japanese labour is very cheap and works long hours: 
it is stated also that Japanese manufactures are en- 
couraged by bounties, but this is contradicted by Sir 
Dorab Tata. 

14745. .Q, 9. Yes. But with the restrictions and 
duties mentioned under 2. The advantages are those 
reaped in England in the establishment of our wool 
and cotton industries, and in the United States to-day. 
Wages and prices tend to rise together, so that the 
rise of real wages ’’ is doubtful. 

14746. Q. 10. No. I expect that as productive in- 
dustry and the standards of comfort and education are 
more equalised, the tendency m produce articles where 
the conditions are most favourable, mentioned under 
1, will increase. 

14747. Q, 16. I consider that handicrafts are neces- 
sary in villages, wherein agriculture is the main in- 
dustry, and India has over 700,000 such villages. 
Weavers — and these included spinners — ^may be no- 
ticed in lists of village artificers preserved in inscrip- 
tions ^ and mentioned in literature long, before the 
Christian era. The huge exports of cotton and silk 
goods were manufactured in villages, and Tavernier, 
writing in the 17th century, speaks of Kasembazar, a 
village in the Kingdom of Be^al,” exporting annually 
“ 22.000 bales of silk cloths,” weiriiin." “ 2,200.000 lbs., 
at 16 oz, to the lb.” Such handicrafts were exercised 
by weaver guilds, or sub-castes, as a definite industry, 
and they still survive to a small extent, and with the 
aid of co-operative societies, or of ^guilds, might again 
flourish, side by side with mills, preferably carried on 
by the Trade Guilds. The old loom has had its power 
of production multiplied by simple additions, as at 
Serampur and Conjiveram, and the Madras Government 
has sent about parties to teach improved methods of 
hand-weaving. Apart from this definite weaving ^in- 
dustry, small handicrafts such as embroidery, lace 
making, carving, toy-making, are always needed to 
company agriculture, and are everywhere found, as in 
Bussia, Sewden, etc., to fill up the idle periods. This 
is quite apart from* the fantastic crusade of the charhhi 
as a weapon for the overthrow of the Government. 

14748. Q. 17. I should not think so. A more real 
danger is a combination against the supply of m^in- 
ery for an increasing number of mills, and India, at 
present, cannot supply herself with it, nor meet her 
own demand for cloth. 

14749. Q. 18. Why not? I would exclude fime 
from the Dominions who object to Indian 

14750. Q. 19. Conflicts between ' Opposing. mte:F08fe 
will ^waya arise until nro,, produce 

' ik ' ' , 
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than for profit. I include in “ use ” the comfortable 
subsistence of the producer, his wife and mmor fajmly, 
and proYision for future subsistence, wear and tear, 
accident insurance, and the like ® 

conflicts which , arise will gradually teach mteUigent 
people to remove their causes. , 

14751. < 3 . .20. Part of it certainly, but accompamed 

by a rise in wages ^see 9) 

14752. <3. 21. I cannot say. , , , . 

14753. <8. 22. Yes, for he and the whole country 
will profit bv such development to a far greater 
14754. <3.''23. Wholesome, nourishing and sufficient 
food, adequate clothing (more in the North than m 
the South of India), decent housing with yard and 
warden (see Manusmriti and Arthashastra on village 
planning), education leisure for developing body, elu- 
tions and mind, so that each may develop all the 
faculties he brings with him into the world. I do not 
expect all this at once, but nothing less should be our 

14755. Q. 24, Yes, for (a) and (b). The position of 
(c) with a very slowly rising, or fixed, income is the 

most difficult. * *j. 4 . 

14756. Q. 25. I have considered it more m its effect 
wilihm the country than with regard to foreign trade. 
The oommeroial position would be better, and it rrould 
lead to increased prosperity, judging from its effects 

elsewhere. _ _ ,, 

14757. Q> 26 — ^28. I have not regarded the ques- 
tion from this point of view. 

, 14758. Q, 29. Some such organisation ^ would be 
needed, unless periodical enquiries and revisions were 


preferred. The latter seem to me preferable. 

14759. Q. 30, 32, 38. Largely for revenue purposes, 
but they might also be used to retain raw material, or 
food, in the country when either is likely to run short. 

14760. Q. B5. On general grounds, yes, as likely to 
increase good feeling and to draw more closely together 
the nations composing the Empire. The second clause 
is a question of proportion, and any case arising would 
have to be judged on its merits by experts. 


14761. < 3 . 36. Yes, because the United Kingdom 
gives to* immigrant Indians every right of citizenship 
enjoyed by Englishmen. The Dominions impose on 
them humiliations and arbitrary exclusions. The dif- 
ference is probably chiefly due 

of immigrants in the two cases. In British ^e immi- 
arants have been few, students seeking educational 

advantages or cultured men of high position. In the 

Colonies and Dominions they have been many, chiefly 
labourers seeking employment and competing vuth 
native labour, whether white or the undeveloped mdi- 
wetnous population; hence Indians are regarded as 
"coolies.” But, whatever the cause, Colonies ^and 
Dominions which thus treat Indians should be excluded 
from trade relations, and their nationals should only 
be admitted into India on conditions 
those existing in their nations with regard to 
immigrants. This wiU be ensured under Home Buie. 


37 I am not competent to answer this question, nor 
do I* feel that I have studied the matter in sufficient 
detail to answer usefully the remaining questions. 


Oral evidence, dated Madras, tha 2nd February 1922. 


14762. ’President.— Q. Dr. Besant, I see that you 
favour free trade, if it can at any time be reached, 
for ail countries universally. 

A. If this country is on £(, manufacturing equality 
with its likely competitors then she must adopt free 
trade. . . . 

1476B. 1g. As this is not so, you are m favour of 
protecting and developing industries by means of a 
protective tariff. 

A I think that a protective tariff is necessary. 

14764: Q. You advocate heavy export duties on arti- 
cles of which India has a natural monopoly, such as 
jute, and you claim, that these natural monopolies 
should he used for the good of the nation as a whole. 

^4765. Q. Have you considered the question of the 
buying countries substituting some other article for 
jute, because as a result of the heavy e:^ort dufes 
prices would rise? We have been told in Calcutta 
that serious efforts have been made to find a substi- 
tute for jute. The jute values have been comparative- 
ly lower and therefore they have not succeeded in their 
attempts. But if we put a very heavy expo:^ duty on 
jute, and a substitute is found, it would be highly de- 
trimental to this natural advantage which India pos- 


sesses* 

A. That might happen in any case, 'whether you are 
able to sell cheap or dear. But at present it is a 

monopoly. , . , ' . 

147^* is* I! thera is that senous' risk you would 
rather not run it. ‘ . 

A. T think T should be inclined to run it.' 

14767. 0. And take the consequence? 


/I, J i. 

14768. Q. In paragraph 4 you say that you do not 
discern any very distinct principles, underlying the 
present tariff, except that it favours British goods to the 
detriment of home production. Then you go on to 
say that the existing tariff policy has protected Eng- 
lish imports as» against home products, i.e., has been 
the reverse of protection as c-ommonly imderstood. 
Will you please let us know a little more fuDy exaetly 
what vou mean? 

A. 1 base my view on the fact that in England thi.^ 
protection had been used, protection of a most extra- 
ordinary kind, going so far in the early davs as tojm- 
pose severe pehalties on the ^se of the foreign article. 
That has been the English policy throughout the 
whole of her dealings with nations whose trade she 
desired to capture. T have taken the case of wool 
and cotton, because I saw an answer given that the 


statement that England hud destrojed the Indian cot- 
ton industry was based on a mismderstood senten^ of 
a single historian. It is clear lhat in Ifcs case India 
considered protection was the right polioy to 
but so long as England wanted herself to capture^ 
industry which had held the markets of other countriM 
Z would not allow it. The Irish trade wae destroyed 
in the same way. The resulte to Irelmd 
fatal causing terrible famine by thio^ng the people 
entirely on the soil. In the case of the cotton indus- 
try a similar thing has happened. 
most the whole of the civilised world _wi& cotton fab- 
rics. You can trace the events historieally right back 
to the days of Egypt. There is no qu^ion of that. 
In England these fabrics were exceetogly POP"^- 
The English only manufactured a rough kmd of cloth 
called “ Fustian.” The only way they could t^lude 
the Indian cottons was by penal lenslation. _ tteavy 
duties were imposed, and then absolute punishment 


14769, Q. The punishment was very severe? 

A. Yes. The punishment was very severe. When 
they perfected their weaving machinery sind had shu 
out the Indian products, they then began gradually to 
capture the Indian market itself. Having done ^at and 
producing more than what was required fc^ England 
they tried to capture, the world markets. During all 
this time India was struggling along with other coun- 
tries although shift qut from England. Then you come 
to the time when’''‘dfodia tried to establish an industry 
and when import duties were levied and also excise 
duties on Indian mill products. This is protection up- 
side down. I call it protection Upside, down^beoa^^se 
vou make the conditions equal by putting m exefee 
duty on the Indian mill products, so that Lancashire 
goods can be sold on equal terms with the home pro- 
duced goods. Normally the home country is protected, 
but the excise duty nullifies it. My reason for calling 
it “ upside down ” protection was that the home coun- 
try was put at a disadvantage by not being allowed to 
protect herself while the English manufacturer was put 
pt a great advantage by being put in a position to flood 
tlie country with his produce.^ I think something like 
two-thirds came from Lancashire, and the fact is shown 
by the tremendous uproar that you have in Lancashire. 
To my mind under those conditions England cannot 
f»omplain that we are copying her example. England 
foimd it better to be a free trade country before, but . 
now she has found the position along some of the lines a 
Httle weak and she'Vants protection'. I" gather from 
the Pioneer that the G-ermaus are dumping 'fteir gdods 
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in England at prices with which it is impossible for 
British manufacturers to compete. There are many 
people who would not willingly buy toys from our ex- 
enemies, but a German source of origin is frequently 
disguised under the word “ Erench.’’ The Board ot 
Trade has now appointed a committee to consider the 
advisability of protecting the British trade by the im- 
position of a special duty on imports, and while, as a 
general principle nothing should be done to hinder the 
resumption of trade by Germany with other parts of the 
world, the British toy makers* claim to consideration is 
undoubtedly strengthened by the fact that so many dis- 
abled ex-service men have found a means of livelihood 
in this work. If this is the ease in England I do not 
see why India should not take action with regard to " 
cotton. You will have to fight with the English manu- 
facturers because they might'' refuse to send out 
machinery here if it is going to be used to produce goods 
to compete with their own "trade. 

14770. Q. Would you kindly explain the point that 
the present tariff policy favours British goods to the 
detriment of the home production? Do you mean the 
countervailing excise duties imposed on cotton piece- 
goods? 

A. Yes. I have talked over the subject with the 
Bombay mill manufacturers. They complained some- 
time ago very bitterly of it. They are not even now 
really protected. 

14771. Q. In your paragraph 8 you say that until 
India can produce cloth enough for her people you 
would only raise the import duty on British cottons 
gradually, but that you would at once place very 
heavy if not prohibitive duties on Japanese imports, 
because they are a far greater danger to Indian manu- 
facturers than are the British. You say that Japanese 
labour is very cheap and works long hours, and it is 
stated also that Japanese manufacturers are encouraged 
by bounties but this is contradicted by Sir Dorab Tata. 

I understand that your idea is that India should by 
such action reach a stage when she should be self- 
contained in regard to the supply of cotton goods. 

A* 1 think that India might be self-contained with 
regard to cotton goods. 

14772. Q, You think that this is a very desirable 
goal to reach. 

A, I think so. 

14773. Q, If in trying to attain that goal the con- 
sumers had to pay higher prices in consequence of these 
duties, you would be prepared to accept them? 

4. I should be prepared to accept them because the 
rise in wages practically balances the rise in prices 
(This has happened in America). But I think that 
after a time the Indian manufacturers would pro- 
duce much more cheaply than the Englisli. 

14774. Q. In answer to Question No, 35 you say 
that you are on general grounds favourable to Imperial 
Preference as likely to increase good feeling and to 
draw more closely together the nations comppsing the 
Empire. But in view of what you have stated in para- 
graph 1, namely, that free trade under present condi- 
tions would not build up manufactures, do you think 
that India under present conditions could on a rea- 
sonable basis be a party to any system of Imperial 
Preference? 

4. No. That is why I said “ On general grounds.” 

14776. Q. But under present conditions would you 
favour Imperial Preference? 

4. No. 

14770. 'Sir Manechjee Dadabhoy . — Q, Dr. Besant, 
we are much obliged to you for coming forward to 
give your evidence and giving us the benefit of your 
ripe knowledge and extensive experience, I w^ould 
like, however, to seek a little enlightenment on some 
of the points in your valuable written statement 
which appear to me somewhat doubtful. I gather 
trorn your evidence as well as from what you said in 
answer to the President’s questions that you would 
without hesitation recommend a policy of protection 
'and &at you hold these views more - strongly now that 
England is veering round towards a policy of protec- 
tion. 

4. Yes. It is so. 

14777. Q. The only danger that you contemplate is 
a combination among machinery makers who might re- 
tard the growth of Indian industries by a sort of com- 
bination amongst themselves. 

A. I think there is that dai^er in England. But it 
.W^14 aot be shar^ in America. Bnt I am told that 


American machinery does not last long. Although it is 
cheap it is not lasting, and it has to be constantly scrap- 
ped. English machinery seems to be more suitable for 
Indian conditions. Its workmanship is far stronger, 
and the machinery is far more lasting. But I am afraid 
there is danger of combination amongst machinery 
makers in England. * 

14778. Q. Does your reading of English history lead 
you to apprehend that they are at all likely to cut their 
own throats for the purpose of retaliating? 

4. There we run the risk, 

14779. Q. What about Germany in that case? Will 
not Germany be able to produce machinery and put 
machinery in the Indian market if England takes up 
‘that attitude? 

4. I think so but I am not aware whether German 
machinery is as good as British. 

14780. Q. Well, suppose England does retaliate in 
the point of machinery as you say could not India 
retaliate in some other shape? Has not India got 
an enormous amount of weapons in her armoury to 
challenge England? 

4. I think so but I should regret that kind of war. 

14781.. Q, I would regret it personally myself. As 
it arises out of your question I should like to make it 
clear that India has in her armoury sufficient weapons 
because England is the consumer of our raw materials 
to a very large extent and export duties on raw 
materials would seriously handicap England. 

A. England is practically fed by the rest of the Vv'orld 
and therefore that is a very sound weapon. 

14782. Q. After all the danger is not so serious when 
we come to consider it. 

4. No. 

J4783. Q. Then as regards your remark about a 
heavy export duty on jute, I understood you to say 
that we must go on with it and take all the conse- 
quences. You don’t think that there is any serious 
danger of. any cheaper substitute being found or at 
least as cheap as jute. 

4. I don’t think that I have the requisite knowledge 
which will enable me to answer this point. 

14784. Q, Then what would be the state of the eco- 
nomic condition in this country so far as jute culti- 
vation is concerned? Will the land be diverted to 
other commercial crops? 

4. I think it probable as it was very much so in the 
case of Indigo. • 

14786, Q. How will that affect me jute industry 
which has been started in the country? 

4. It is a problem. It would certainly injure it, 
but it is all a question of balance of advantages. 

14786. Q. It is a simple question of balance of ad- 
vantages. 

4. Yes. I notice that in the case of the vegetable 
dyes ^ey had practically been almost killed especially 
in the Madras Presidency by the chemically prepared 
dyes, but gradually people have found that they are 
very much better. With the revival of industry Ger- 
man dyes were not difficult to obtain, but they did 
not last long. The taste for beauty is distinctly in- 
creasing. That^ might be thought to be a counter- 
balancing argument. 

14787. Q. Then you recommend a heavy duty on 
jute. 

4. I took this simply as a specimen. 

14788. Q. You think that natural monopolies are 
the gifts of nature? 

4. Yes. 

14789. Q. Have you any particular knowledge of 
manganese? Why do you call manganese the mono- 
poly of the country? As far as I know' manganese is 
largely produced in Brazil and in the Caucasus in 
Eussia and to my knowledge it has been found that 
manganese is at present in a fiourishing condition be- 
cause of Russia being in a state of upheaval due to 
Bolshevism and many other thin^. Russia had been 
to my knowledge in a position to put in the European 
market over two million tons of manganese every year. 
There is manganese coming from East Africa. Th^ 
Buss^ and East Africa are in a more advantageo^ 
position as regards freights. Why do you think in 
the circumstances that xaanganese is an Indian memo- 

A. Weil, during the war it came to ^ 

forefront. That is why I took that simply as a 
men of what I' meant; ' . ■ ' . f¥’ 
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14790'. Q. After what I have told you, would you 
qualify your statement? 

A* I should qualify it as soon as the other countries 
are able to produce large amounts. 

14791. Q, After all the toal export of manganese 
amounts to about 400,000 tons. For the last few 
years the average has beejj this, and any duty on this 
will not produce much. 

A. (No answer.) 

14792. Q. Then coming to your remark about the 
salt tax, you plead for the removal of the salt duty? 

A. Entirely. 

14798. Q. May I have a little more information on 
that point? Bo you think that under the present 
condition of things the existence of the salt tax is op- 
pressive? Does it affect the masses? 

A. It affects the masses because they are so miser- 
ably poor that even a small tax makes a very great 
difference in the budget of the peasantry. Again it is 
a tax which it is difficult to enforce because salt is 
produced by all sorts of ways in India. People try 
and smuggle it and then follows a painful prosecution 
where somb miserable woman has been prosecuted for 
infringing the salt tax. Another reason that I have 
is that at the time it was instituted there was trouble 
about famine. The salt tax was promised to be put 
aside as a tax to provide an insurance against famine. 
The insurance fund has been entirely changed. The 
salt tax has become an ordinary revenue tax. With 
a country so largely vegetarian as India, salt is peculiar- 
ly necessary. Vegetables without salt are most unpala- 
table and it is necessary also largely to the healfh. I 
would get rid of any tax if the necessaries could be 
very cheaply produced in the country itself ; that is most 
essential. It seems to me to be a hard and cruel tax 
on the people. 

14794. Q, Your main ground is that originally when 
it was imposed it was imposed as a famine insurance, 
that the object was not fulfilled and that.it has be- 
come an ordinary revenue tax. 

.4, Yes, and partly because it is of an exceedingly 
burdensome nature. 

14795, Q. Have you worked out the incidence of the 
tax on the poor, ryot? 

A: Some years ago I went into it very carefully. The 
peasantry I found had not been able to get sufficient 
salt. I have not all the figures in my mind at the mo- 
ment. That was my opinion about it six or seven 
years ago. 

14796. Q. In paragraph 8 you make a very interest- 
ing statement. I myself was considering this matter 
and I should like a little further elucidation. You say 
that our greatest competitor is going to be Japan? 

A. Yes. 

14797. Q. I understand that you advocate a differ- 
ential treatment in the ease of Japan as against the 
United Kingdom. 

A. Yes. 

14798. Q. I should like you to let us know from 
your knowledge of other countries whether such differ- 
ential treatment is tolerated in any other country? 

A, Exactly the same conditions have not arisen before. 
This is a competition between two Eastern countrie/- 
and the labour there is in some cases cheaper than here. 

/.ewfirdfic'lho lfl«:t point aboi^t boimtic*? T nm Tint qiiiV* 
oogavinced. I had always understood from what I read 
betee fibaf there was some kind of preference on 
Muntie^ ”^eBr to the Japanese industry for capturing 
the Indian trade. Sir iDorab Tata ds a great authority 
.''.nd T thought it fair to* mention his views. I heard 
him speak at the Economic Conference from the pre- 
sidential chair. 

14799. Q. So you think that we would be justified in 
treating Japan on a differential basis. 

A. Yes. on that ground largelv. 

14800. Q, And then we would be further Justified 
by the faet that during the war Japan dumped her 
<doths into this* country. 

A. Yes. she flooded the country. She is vevv clever 
in these things. She is manufacturing Khaddar at the 
present time -in order to get the Khaddar market which 
is supposed to be the patriotic market at the ii!(%nent. 
She is manufacturing khaddar how in order to get the 
trade. 

14801. Q, There would be nothing intrinsically 
wrong from the tariff point of view in imposing a se- 
parate duty like the one you suggest. 


A. I think not. Japan, if I may say so, is not pursu- 
ing an honest trade. She sends over here admirable 
goods in order to get orders and when the orders are 
given, the goods that are delivered are 6th or 7th rate 
quality. I do not know about this personallj^ except in 
the case of matches. Somehow some of these match 
boxes came into my office. I had to waste nearly half 
the box before I was able to strike one. A number of 
the sticks did not contain phosphorous at all. 

14802. Q They have not got strict factory regula- 
tions as we have here. 

A. They have no regulation to carry out at all. 
14803. Q. There is another question connected with 
this. If we put a very heavy import duty on Japan- 
ese cloth, could Japan possibly retaliate? 

A. I don’t think so 

14804. Q. She could not dispense with Indian raw 
cotton? 

A. Certainly not raw cotton. 

14805. Q. India is the nearest market. 

A. Also transport is cheaper. 

14806. Q. The chances of retaliation are almost in- 
finitely small, 

A. They may be disregarded. 

14807. In the case of America which also puts 
goods in the Indian market? 

A. She would not have the advantages which Japan 
has of being near and of having cheap freight. I have 
not thought over this much. 

14808. Q- In paragraph 16 you refer to the preser- 
yation of the handloom industry. There are one or 
two questions in this connection which I would like 
to ask you. We have been told that we could safely 
put a duty on yarn imported from England. I would 
like to have your experienced opinion on this sub- 
ject. Bo you think that it would injure the hand- 
loom industry of Madras or the handloom industry 
of India generally? 

A, I do not know. 

14809. Q. You have not given any consideration to 
that. , 

A. No. 

14810. Q, Have you got any special scheme of pro- 
tecting this handloom industry in your Presidency? 

A. The Madras Government has taken a great deal of 
cnins in sending out weaving parties in order to teach 
the handloom weavers who are remaining better 
methods of production by making certain small changes 
in the handloom costing about Ks. 10 or so. I have 
seen more of these used in Bengal. The Madras Gov- 
ernment I have noticed are really active; they are 
not leaving matters entirely to private enterprise. Of 
course I am very much in favour of protecting the in- 
dustry through co-operative societies in regard both to 
spinning and weaving. It seems to me it is only by 
that way that they would be able to hold their own 
against the mill industry. In this connection might 
I add a point which is not mentioned in the written 
statement. The other day I was reading the evidence 
of the Chamber of Commerce, Madras, subiqjtted before 
this Commission and the point about the gold thread 
particularly struck me because I have had some ex- 
perience and I take a great interest in it. Now the 
foreign thread gets tarnished whereas the Indian gold 
thread lasts almost any number of years. I put on 
this (here the witness showed a scarf) deliberately 
this morning. 

14811. Q, It would be a great pity to destroy this 
industry. 

A. Tt has no .rival practieallr. ^ ■".- 

14812, Q. BOes it need any. special protection or 
will it be able to stand without protection because it is 
imrivalled ? 

A T don’t think that it needs protection. 

14818. Q. You think, that it must maintain itself. 

4. T think so Tt i'j unique. Tt is strong enough to 
hold its own. Tt is thousands of years old. It is the 
mill things which it seems to me need protection, and 
not these handloom things which are admittedly won- 
derful and have been characteristic of India ever since 
three or four thousand years before the Christian era. 
The English thread tarnishes while the Indian thread 
will be ever as good as it was at the beginning.' 1 
have often seen it said that India does not use higher 
counts. While that may be true of the mill industfj^. 
it is not at all true of the handloom industry. 
14814. Q, What is. the highest count used? - 
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A. in Bengal 120 counts are used. 

14815. Q. Then as regards the agrioultrual industry, 
in your solicitude for it you also recommend embroid- 
ery, lace making, carving, toy making to accompany 
agriculture. 

A, Yes. 

14816. Q, Will you give us some scheme by which 
this may be done? 

A. My reason is that in agriculture you have long 
periods of comparative idleness and that in every coun- 
try which depends on agriculture, they have these 
industries. Take Bussia which in many ways is more 
like India than any other country. They had the most 
wonderful embroidery right up to the time when Bussia 
fell into chaos. I mid the same in Norway and 
Sweden; the same in SiVitzerland. In England also if 
you go to Cumberland you find the most wonderful wood 
carvmg but it has now disappeared. The articles of 
furniture in the labourer’s cottage are all made by 
himself in his idle times. You cannot I think make 
agriculture sufficient to maintain thousands all through 
the year. That is why I am so strongly in favour of 
.the village industries. They used to have them and 
"naving them the country was wealthy. Everybody 
admits that India was wealthy and in my written evi- 
dence I have referred to the village of Kasembazar. 
Now the weaver caste is gradually diminishing in num- 
bers. If there is good occupation in the villages, men 
will not flock to the cities. Thai is why I am so earn- 
est about village industries. 

14817. Mr. Jamnadas Dwarkadas. — Q, We have 
been told by many witnesses who have advocated free 
trade that the agricultural populati(Jn of India is likely 
to suffer if a policy of protection were adopted. Now 
don’t you think that at present a large portion of the 
population depends mainly on agriculture? 

A, Yes, but of course very many go into mills at 
certain times of the year; specially in Calcutta there is 
a floating population of temporary mill hands. I want 
to keep them in villages. 

14818. Q, If this inter- dependence continued bet- 
ween agriculture and industry don’t you think that in 
times of famine (the dangrs of which you have pointed 
out) the resisting power of the people would be far 
better? 

.4. If they have industries, then their income would 
Increase very much and even supposing the foreign cloth 
grew dearer, it seems to me that the members might be 
engaged in village industries instead of flocking to the 
towns under very bad conditions. This would balance 
any loss which they might have to suffer in regard 
to the purchase of cloth. 

14819. You would advocate the industrial growth 
of India because that would mean less reliance solely 
on agriculture* 

4. Surely. India was prosperous , when she had 
both and, she is not prosperous now. 

14820. Q, Coming to your answer with regard to an 
export duty on jute, I should just like to ask you one 
yt two questions, You said that you would risk the 
dangers of a substitute being found* Bo you not think 
that the finding of a substitute is more the result of a 
scientific research than the result of an export duty? 

A. Entirely. 

14821. Q, Take again the caso of indigo. It was not 
discovered because there was an export duty* It was 
a matter of scientific research* If a substitute were 
found which came to the price of jute with tiie ex- 
port duty, it would be possible for us to remove the 
export duty afterwards. 

A, You could remove it at any time. 

14822. Q. After all the danger is not really great. 

4 . I am prepared to risk it, 

J4^2B. Q. Now with regard to the question of Im- 
perial Preference, you said in answer to a question 
put by the President that you would not advocate Im- 
perial Preference under present conditions. 

'4. No. 

14824. Q. I should just like to ask you a further 
question. If it was found that the adoption of a 
policy of Imperial Preference means a real economic 
loss to India, would you ever contemplate adopting the 
policy of Imperial Preference in India? 

4. I have said in answer to the second clause of the 
question that any case arising would have to be judged 
on its merits by exports. As I do not know the details 
my approval of it is on the general ground that as civi- 
lisation advances I hope that nations will produce goods 
not for profit entirely and so will get rid of the conti- 


nual struggle which inevitably leads ultimately to 
It is part of the general theory of human life and for 
that reason I say that on general grounds I am in favour 
ot the idea of Imperial Preference. But in view of the 
special circumstances now existing I cannot be in favour 
of such a policy being put into practice because I am 
told by those who understand exports and imports far 
better than I do, that it would be a distinct loss to 
India in the foreign markets. 

14825. Q, Do you know of the case in which we 
have had some experience of the policy of Imperial 
Preference, vim,, the export duty on hides and skins? 

4. The result of it is practically disastrous. It made 
several rich merchants bankrupt. 

14826. Q. Now coming to your answer to Sir 
Maneckjee Badabhoy about ditrerential treatment as 
between England and Japan, do you know that Japan- 
ese factories are allowed to work for 22 hours? 

4. 1 believe so in some cases, long hours and low 
wages. 

14827. <2. Sir Maneckjee asked you whether there 
was any likelihood of Japan retaliating. You said you 
thought not. But is there any likelihood of J apan re- 
taliating at all? Japan imposes a duty of 60 per cent, 
on imported manufactured articles, it could not re- 
taliate much more? 

4. No. On the question of decision about differen- 
tial treatment, I think rdy answer to Question No. 66 
is exjflanatory to some extent. 

14828. Q. That is with regard to the Bominipns? 

4. The same principle cannot be applied. You might 
use the tariff for retaliation where the Indian is badly 
treated. 

14829.(2* You are aware that so far as the cotton 
industry is concerned there is greater competition 
between Japan -and India than between England and 
India. 

4. Yes. 

14830. Q. Because England produces cloth which 
India to a large extent does not produce. At the 
same time you know that most of the population use 
coarser cloth and not the cloth manufactured in Eng- 
land. Even if you have an import duty for revenue 
pui’poses or for any other purpose, and even if 
any one has to pay higher prices for that, it is the 
people who belong co tne richer classes or better classes 
who wiO pay? 

4. I have been told that a considerable number of 
cheap foreign dhoties are sold among the agricultural 
labourers but I have heard the complaint made that 
they don’t wear as well as those produced in India. 
So, I doubt whether the difference in the economic 
price is not 7ul, because they have to buy more fre- 
quently in the other case. I don’t think that you can 
put on a heavy duty at present, because an enormous 
quantity comes from Lancashire, something like two- 
thirds. You cannot shut that out of the country with- 
out making the people go naked. Until the mill in- 
dustry and the village industries are more capable of 
supplying India’s needs I should be very careful in 
what I with regard to cotton manufactures. 

•148SX. Q> Bo you think the existing duty is too 
much? 

4, No, but I would take away the SJ per cent, excise 
duty. 

14862. Q, In answer to Question No, 29 you say i 
“ Some such organisation would be needed, unless 
X)eriodical enquiries and revisions ^^ere preferred* 
The latter seem to me preferable.” Could you kindly 
tell us why you prefer periodical enquiries and revi- 
sions to a permanent organisation? 

4. The question dealt with the periodical readjust- 
ment of tariff rates. It seems to me that a permanent 
organisation would mean a permanent staff which will 
probably be more 'expensive. And it would be better, 
when there was a feeling in the Assembly that a read- 
justment was wanted to appoint a commission to 
suggest the rates. 

14833. Q. Under any circumstances, if you appoint 
a permanent organisation it will be an advisory body 
to the Legislative Assembly and the ultimata decision 
will have to be made by the Legislative Assembly- 

4. Quite so : but still it would be more expensive to 
have a permanent organisation. 

14864. (2. it you Ifave a permanent organieaMon you 
can get rid of the complaint that a policy of proteetbn 
might prove dangerous to the interests of the consum- 
ers. If there is a permanent organisation it can an* 
' nually revise the tariff. - 





A, i’es, but I do not lay very much stress on the 
danger to the country of a policy of protection. 

14835. §. You do not think that India has had suffi- 
cient industrial growth to think of the dangers of over- 
industrialisation ? 

A. Not at present. 

14836. Q. Now with regard to export duties you say 
that you would have export duties largely for revenue 
purposes and that they might also be used to retain raw 
material, or food, in the country when either is likely 
to run short. Take the case of raw materials which 
are at present exported to foreign countries, but which 
if there were an export duty would be used in India 
for manufacturing purposes. Would you in that case 
recommend an export duty on such raw materials? 

’ ^I. I want to keep it in India until India’s needs are 
satisfied. At the present time much of it goes out and 
comes in as manufactured cloth. That seems to me a 
little absurd, specially if it goes to Japan. 

14837. Q. Now, in the matter of food-stufis, would 
you recommend an export duty only in times of scarcity 
or in normal times also? 

A. In times of scarcity, I am especially thinking of 
that, but I am not sure that it would not be better for 
the Government to act directly in this case, not by 
means of a duty but by means of prohibition, 

14838. Q, You think prohibition would work better 
than an export duty? 

A, Yes. It is of course a very old idea held in India 
that the King of the State should keep within his State 
sufficient food for the people of the State. I hold that 
the Government’s first duty is to feed the people. 

14839. Mr. Mant — Q. Dr. Besant, just now Sir 
^ Maneckjee Badabhoy asked you whether you knew 
what the incidence of the salt duty was. I have 
looked up the figures and I find that in 1905-06 when 
the duty was Es. 1-8-0 a maund the incidence per 
' head per annum was calculated at 3*4 annas; in 1912 
when the duty was Ee. 1 a maimd the incidence was 
approximately 2*4 annas; the duty is now Ee. 1-4-0 
a maund^ So you can take it that the incidence per 
head per annum m something under 3 annas. Bo you 
* think that is a very heavy burden on the population? 

A. Where the annual earning is so small, certainly 3 
annas counts. I think the fact of the reduction shows 
the feeling on the part of Government that it is a tax 
which ought not to be levied. 

14840. Q, The past practice of the Government has 
been to reduce the tax in periods of prosperity and to 
treat it as a reserve to bo called upon in periods of 
financial adversity. It has always been their policy 
to keep it as low as possible. 

A. Quite so. 

14841. Q, In the first paragraph of your written evi- 
dence you refer to the natural monopolies such as jute 
as the “ gifts of nature ” which “ should not be own- 
ed by private individuals for their own advantage.” 
Bo you think it would be practicable to nationalise 
the growing of jute? 

A. It is pivateiy-owned at present. That .is why I 
have said that where they are owned in this way cus- 
toms duties and royalties should be levied. If the land 
were recognised as belonging to the nation as a whole, 
so that the land tax became the rent of the individual 
paid to the nation, the land that grew jute might have 
, heavier tax put upon it. You could not nationa- 
ls’'® single industry , in that way. It could only be 
. It 1% recopbised that the land is the pro- 
per^ of the whoile nationr 

14842, Q, Our land revenue in the temporarily set- 
tled provinces comes very near to that system, 

A. It is acting in that direction. 

14843. Q. But unfortunately in the' Jute growing 
areas we hav^ the permanent settlement? 

A. Well, hopes are not lost, as in the case of the 
FartiMonl I have put in customs duties and royalties 
as the second beat. 

14844. Q. In paragraph 4 you say that the present 
tarifi favours British g^s the detriment of home 
production. You have already explained what you 
mean by that, but I want to ask you whether you 
mean that it favours British goods as distinct from 
other foreign goods, i.s., whether it gives any special 
preference to Briti^ goods. • 

A. No. 

14845, Q. You reaily mean that it favours formgn 
goods? 


A. Yes. I do not know exactly how the cotton duty 
acts. I think very little of cotton goods comes into 
this country except from Lancashire and J apan. I had 
in my mind the cotton industry .specially, 

14846. Q. In paragraph 6, you have given the his- 
tory of the past economic relations of Great Britain 
and India. I want to ask you whether you have read 
Professor Hamilton’s recent book on that subject ; 

“ The Trade Eelations of England and India.” 

A. No. * 

14847. Q. It is worth reading. It brings out two 
points : — ^first that these measures that you have re- 
ferred to were directed not specially against India 
but were directed against all foreign cloth which com- 
peted with English-made cloth. In fact in the first 
half of the 18th century the policy of Great Britain 
was purely Swadeshi. The law wiaich you have re- 
ferred to, 11 William III, ch. 10, did not prohibit 
the importation of Indian calicoes. It prohibited the 
wearing of certain kinds of cloth. 

A. The selling of it and the owning of it. 

14848. Q. They were allowed to be imported, and 
to be re-exported. England "was a very valuable mar- 
ket for India, because Indian goods were imported 
into England and then exported to other countries. It 
was the wearing that was prohibited in England to 
some extent. 

A. You could neither buy nor sell. 

14849. Q. They could buy and export. It was not 
a special differentiation against Indian goods, but 
against all foreign goods of certain descriptions, which 
competed with the woollen and silk manufactures of 
England. * 

President. — Q. Was there any other country ex- 
cept India which was manufacturing cotton in those 
days. 

A. (Dr, Besant.) That was the question I was going 
to ask. (Mr. Mant.) I do not know of any. But 
similar measures were taken against the silks of Persia 
and China, the woollen manufactures of Ireland, and 
the lavm and cambrics of Prance. 

14850. Mr, Mant, — Q. The general policy was pure ^ 
Swadeshi. The first point is that the policy was not 
specially directed against India. 

A. I do not say it was directed against India, but it 
was destructive of Indian trade, because India was the 
one cotton manufacturing country. 

14801. Q, Another point that Profsssor Hamilton 
makes is that the British market was very small in 
proportion to the other markets for Indian products 
which were opened up by Euglish traders and that 
as a matter of fact tlie Indian liextile industry was not 
pined by the measures taken against it by England; 
it was ruined mainly by tho growth of machine-made 
goods which ousted the hand industries. 

A, To some extent. 

14852. Q, 1 just wanted to explain this view. Then, 
in regard to Japanese imports you are aware, 1 sup- 
pose, that we are a party to the British treaty with 
Japan which gives the most favoured nation treat- 
ment, It is the usual practice amongst civilised 
nations to have this favoured nation treatment. Bon’t 
you think it would be a serious step to take to break 
off that treaty and to depart from the general practice 
of favoured nation treatment? 

A, I do not think it would be so serious as permitting 
Japan to ruin Indian industries by sending over her 
goods in the fashion she does. I mean in all parts of 
Qie British Empire fiscal autonomy has been given. I 
do not see why India should be stepped from dealing 
with Japan on her own account'. . 

14868. Q. Assuming that you adopt a protective 
policy don’t you think that it would be advisable to 
consider first whether it would not be possible to effect 
the same object without denouncing the treaty, by im- 
posing say highdt duUes on particular classes of goods 
which are mainly imported from Japan? 

A. That will be the same in principle. 

* 14864. Q. That is just how tarifis are framed to 

avoid ihe infringement of such treaties 1 

A. It would be dodging it a little. 

14865. Q. They do dodge the favoured nation treat- 
ment. 

A. That might be preferred provided the thing is . 
done. 


14856. Q, There is only one other question,, 
is your suggestion that makers of British 
might combine afid refuse to send machin#^ iSifiaf 
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I do not quite understand wty you fear that they 
roight combine. 

A. The reason would be it is quite natural that Lan- 
cashire does not wish that there should be a very large 
production of Indian goods here> because there* would 
then be less call for Lancashire goods. They are a very 
powerful party in England, and I think ’it is quite 
possible that they might endeavour to prevent the 
machinery that would be wanted by a large additional 
number of Indian mills coming Over here. 

14857. Q, Do you mean that they would prevail 
upon the State? 

A. They might prevail upon the machinery makers. 

14858. Q, The Lancashire mill-owners are not I un- 
derstand, makers of machinery. In business it would 
take a long time to persuade one trade to cut its own 
throat for the sake of another. 

A. But such things are done. They might take the 
^neral interest of the nation. 

14859. <3. They might be actuated by patriotic mo- 
tives, you mean? 

A, Yes. I think the real answer would be more and 
more production of machinery in India. 

14860. Mr. Birla. — Q. To pursue the question of 
finding substitutes for jute a little further. You pro- 
pose a heavy duty on jute exports. Are you aware 
that when the price of jute cloth went up to 8 annas 
a yard paper substitutes were used in Germany and 
all the enemy countries? Are you aware that after 
the war when the price of jute cloth came down to 2 
annas per yard, the manufacture of paper bags was 
stopped because it could not compete with jute bags? 
Does this not show that the risk of substitutes being 
found is always greater when the prices are higher 
and less when prices are low. 

A. I have already said I would take the risk. 

14861. Q. Will you explain what advantages you 
would get if you take the risk? 

A. There ^re many advantages. The jute bag is so 
much more useful than the pappr bags. If they manu- 
facture paper bags, I would face the competition on the 
superiority of my article, but if I find the duty goes 
too far to stop the sale of jute bags, I would reduce the 
duty. 

14862. Q. When the cultivators find that they are 
not getting a good price for their jute they might re- 
duce the area under cultivation. 

A, They might substitute something for jute. Sup- 
posing that the outside manufacture of paper bags, or 
whatever else might be substituted for jute bags, crea- 
ted less demand for jute than there is now, it would not 
be very difficult to utilise the land which produces 
jute for some profitable crop — ^it is good land. 

14868. Q. But the question is how our industry will 
be benefited. If less jute is grown in this country, 
that might injure our own industry. 

A. You are supposing that the value of the jute goes 
down because of the duty on jute goods. My answer to 
that is that imtil the duty takes away our advantage cf 
the monopoly, you would keep it. If not you could either 
reduce the duty or remove it : it is not an immovable 
thing. -If jute ceases to be valuable at all as an arti- 
cle of commerce, then the land can be used for some 
other crop — ^it is good land. 

14864. You also want to impose heavy duties on 
other raw materials to retain them as far as possible in 
this country. 

*A. I want to retain in the country all the raw material 
that can be manufactured in the country so as to avoid 
all difficulties of freight, etc. 

14865. Q. Blit suppose we have not sufficient fac- 
tories to consume all such raw materials. 

A. Then I should export. 

14866. Q. In answer to Question INo. 2, you say you 
would aim at removing any indirect tax which falls on 
the necessaries of life. Would you kindly explain what 
you mean? 

A. T would not have customs duties on an article of 
fo^ which is a necessity for all. 

14867. Q. We do not import foodstufEs : we export. 

A. Supposing something is brought which is a 
■neceasary of life in India, I would prefer to’ have no du- 
ties on it. At present, I admit, it is better to have an in- 
direct tax by a customs tax, although I prefer on prin- 
ciple a direct to an indirect tax. 

14868. Q, Do you include cloth as a necessary of 
life? 

4. Certainly, I da, I hgve included clothing. 


14869. Q, Would you like to remove any customs 
duty on the import of cloth? 

A. If you wiU look to another answer, I say there: 
“ Until India can produce cloth enough for her people, 
I would only raise the import duty on British cottons 
gradually.” 

14870. Q, That was what I was going to ask. At 
one place you advocate the imposition of an import 
duty on cloth, and m anotlxer place you want to re- 
move any indirect tax that falls on the necessaries of. 
life. 

A. All these questions are questions of balancing. 
My ultimate idea of taxation is that it ought to be direct, 
but that implies considerable education in the mass of 
the and rrntrol over their own legislation. 

14871. Q. In answer to Question No. 16 you say: 

“ TMs is quite apart from the fantastic crusade of &6 
chnrhha as a weapon for the overthrow of the Gov- 
ernment.” What do you mean by that? 

A. I do not want to be supposed to be advocating 
the c^'arltha as an instrument fox* destroying the Gov- 
ernment, because it would be a most inappropriate 
one. 

14872. Q. You would not be against the charkha7 

A, No. I have been in favour.of it for long. 

14873. Mr. Seshagin Ayyar. — Q. Do yQu know that 
those who advocate free trade always refer to the pre- 
sent condition of England which is flourishing under 
free trade? 

A very eminent writer speaking of the free trade 
policy of England says that the nature of the trade of 
other countries and of Great Britain is different, Great 
Britain being unable to provide herself with sufficient 
food and raw materials. He means there is not enough 
food and raw materials in the country, and therefore 
England has to be a free trade country. That condition 
does not apply to India. We have got enough food 
for our people, and we have got more than enough 
raw material, and therefore the analogy of England 
cannot apply to India. 

A. Certainly so. Even with regard to England, I 
think it has been considered, — ^it was a point some of 
us put forward over 40 years ago, — ^that in case of war 
England would be in very great danger, because the 
greater part of her food is sea-borne. The sub-marine 
was a great menace in that respect. England could not 
exist three davs without the import of food. So the 
great diminution of arable land is a great danger evm in 
her case. 

14874. Q. There is no such danger to this oounfey? 

A, No. 

14S75. Q* I would ask you S few questions ^boui 
the handloom industry. You expressed your opinion 
that it does not require protection. 

A. I have not thought of it from that position. 

14876. Q. You would not take away the little ]^ro- 
tection that it enjoys now? Would you advise the im- 
position of a duty on yam, which is now admitted 
free? 

A. No. 

14877, Q, If the excise duty on mill made clolh is 
removed, the present protection .which the handloom 
industry enjoys over the mill industry would be taken 
away. 

A. I do not think there is so much competition now. 
There are more people to be clothed than there is cloth. 
The excise duty is an attempt to equalise the mill manu- 
factured goods' between the two countries. 

14878. Q. I believe you have been sufficiently long 
in Madras to know that if there is a fa mi ne, the per- 
sons who are first affected are the weavers. 

A. Yes. 

14879. Q. Immediately there is a famine, the Gov- 
ernment have got to arrange for feeding these people in 
camps and so on. That is because they are selling at 
the highest possible price and it is not possible to put 
higher prices. 

A. Yes they are almost on the verge. 

14880. Q, Would you under these circumstances do 
anything to make their position worse?^ 

A. I should certainly try* to avoid it. 

14881. Q, You say that tiie agriculturists of tiiis 
Presidency at any rate have only seasonal work, that 
is they work only during particular seasons. 

A. Yes. 

14882. Q, The earnings that they get during tiiat 
season have to be utilised for thsrwhole ;^ear,'am m » 
result of that large number of tbseee agricultup^t Wb*- 

oureis migrate to other parts where 

■ ■ 
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labour throughout the year. Therefore, if there is em- 
ployment throughout the year which would supplement 
the earnings of these agriculturist labourers it would 
greatly help the labourers and would also help the 
handloom industry? 

I think so. 

1488S. Q, As a matter of fact the persons who are 
engaged in agricultural work can during the morning 
hours and after return from their labour take to this 
handloom industry. If they do that they might 
augment their earnings. 

A. Yes. 

14884. Q. Would you give facilities for the people 
augmenting their earnings in this way? 

A. Certainlv. 

14885, Q, What device would you adopt to help 
them to take up this auxiliary work? 

A, I would add weaving and other auxiliary indus- 
tries to the regular school course in primary schools. 

14886. Mr. Coyajee. — Q. With regard to the scope 
of protection, would you begin by protecting nascent 
industries? 

A, Yes I think it is the better way. 

14887. Q. However, you say you would not put 
customs duties so much on articles of general necessity. 

A, I would try to avoid it. 

14888. Q. Tn your answer to Questions Nos.- 80 to 
SB you say that export duties might be used to retain 
raw material or, food, in the country when either is 
likely to run short. 

A. Yes. 

14889. However you would wait and see whether 
the raw material is required for our industries or not 
before putting on export duties. 

A, When raw materials run shox't for our local 
manufactures, export duties should be resorted to. 

14890. Q. That is the scope of your protection. 

A. Yes. ; 

14891. <3. Now coming to the historic sketch, your 
argument is* that England used penalties and import 
duties to kill the Indian trade in piece goods. There 
is one point which, however, I do n.'t understand. 
There were French and Dutch merchants in India 
and they were not against using Indian cloths. Why 
should they not have taken our goods to Europe? 

A, Why should they? I don^t know what they did. 
They might have consumed Indian goods. Besides, 
the French and the Dutch like the Englidi were 
all intent on getting possession of the various parts 
of India, because of the enoimous wealth. 

14892. Q. But foreign competition from France and 
Holland might have prevented Lancashire fi*om pro- 
tecting her industry, 

A, I am dealing with the relations between England 
and India and not the relations between England and 
other countries. 

14898. Sir Montagu Webb. — Q. I understand you 
are generally a free trader. 

A. In principle. Where countries are equally 
placed I am in favour of free trade as tending to 
avoid war. 

14894. Q, You recommend the principles of free 
trade so that first of all you may get your articles 
cb^pajt for the individual and you may have the 
of saving; and you also want to pro- 
Sfee traders call peace and good will. I 
parll^lerV^^if on this because some men, 

just referred to the 
fact ^y thltt Bbtgland was fr^e’iri' tfade because it had 
to import and^ it had also to get its raw materials. 

Mr. Seahagifi Ayyar . — May I correct that I did not 
$ay that, I only mentioned what a writer had srid. 

Sir Montagu Webb . — May I kno# who that writer 
is? 

Mr, Seahagiri Ayyar:r--lt was Mr. Armitage Smith. 

14895. Sir Montagu Wehb. — Q. I^'should like to lay 
emphasis on this, that the basic reason why England 
has, been a free trader is that it provides for the 
most economic production of commodities and tends 
to promote peace and good will. 

A. I don*t know whether I can put it that way. 
Normally speaking the Englirii policy has been to 
protect to its own advantage. 

14898. Q. The belief Is, and I think is incon- 
trovertible, that by removing ^ hindrance to free ex- 
change you naturally get ihe cheapest producrion for 
the indifidna! and the greatest margin^ saving left 


for the nation. It is the ideal state of affairs, I be- 
lieve, that is beyond controversy, isn’t it? 

A. 1 don’t think that is the reason why England 
is a free trade country. It seems she was protecting her 
industries at first. Then when coal and iron were 
found in enormous quantities and they were found 
to be of advantage in making machinery, she 
utilised them in making machinery. This machinery 
was found to produce articles on a very large scale, 
and so she became a free trader. That seems to 
be the course through which free trade has come. 

14897. Sir Maneckjee Dadabhoy. — Q. That is a 
policy of optimism. 

A. Yes I think so, 

14898. Sir Montagu Webb. — Q. Leaving aside his- 
tory, do you accept that it is beyond controversy that 
freedom of production and exchange produces the 
cheapest results and the greatest savings? 

A. That is merely a matter of economic theory. 

14899. Q. If it is not incontrovertible, I should like 
to hear your reason for the non-acceptance of the 
theory. 

A. I can not leave out history when I am con- 
sidering economic facts, or the laws of nature 
when applied to particular oases. Because though" the 
laws of nature are unalterable, the circumstances under 
which they are applied may make very great differ- 
ences in their results. 

14900. Q. I think that has been the reason why you . 
are in favour of free trade. 

A. I merely explained how England became a free 
trader. 

14901. Q. 'When you hold the general free trade 
principles, you base it on some other grounds. 

A. Certain interests generally guide human affairs. 
One of these interests is that the necessaries of life 
should be exchanged with as much advantage as pos- 
sible. Their one desirfe is to see that everything should 
be produced in a place where they can be most easily 
produced and transported. That is the general theory. 

I should say that England adopted her policy to suit 
her advantages. India is now in a suitable position 
to take up the means by which England became 
wealthy. 

14902. Q. Now coming to the historic portion of 
your note, you go back to the 14th century. “We 
should like to know whether you think that we should 
be justified in following a policy of five centuries ago. 

A. Generally not. But there are some principles 
which were adopted very far back which may be 
applicable at the present time. 

14908. Q. Do you think that England in those days 
acted wisely? 

A. I think so. It was very sensible. 

14904. Q. Should ,we be safe in concluding, that it 
does not follow that what was good in the 14th can- 
tury is necessarily good now? 

A. Tt mav be much better now\ 

14905. Q. We have heard much evidence which 
reveals a general belief that nearly all the fiscal re- . 
gulations in England were directed against India. 
Mr. Mant h'as already pointed out that many of these 
regulations were of a general character and not par- 
ticularly directed against India though they did affect 
her. 

A. No. But there is one point to bo considered. 
India in the 18th century came more and more 
under the control of* England. A country which is 
independent is in a (^fferent position from one which 
is subject. » „ 

^ 14906. Q. Take the Dacca muslins. My ’ 
sion is that the French Eevolution was larg^ res- 
ponsible for 3he decrease in the demand ,for Dacca 
muslins. 

A. Indian cotton was not affected by the French 
Eevolution. The goods wentj to Egypt, Syria, Bome 
and so on. 

^ 14907, Q. There seems to be an impression that the 

Indian cotton industry has been somehow engineered 
out of existence by the diabolical machinations of 
Lancashire. I admit that Lancashire has tak^ cer- 
tain steps in its own interests, but I do not - 

that is the correct representation of history. 

Sir Maneckjee Dadabhoy. — ^We have* it recorded 
history that the thumbs of the weavers were* miii 

Sir Montagu Webb. — ^There are many 
facts recorded in history* ' 

President t — only poinfing to factg. ^ 



8ir Moniagu Wehh , — ^Was the disappearance of this 
cotton industry mainly owing to iie J&cal regulations 
of England? 

A, Xt was mainly due to 'the policy of the East 
India Company which was backed by the Parliament 
in England* It at first gained possession of the 
manufactures of India and transported them to 
England at enormous profits. "When Lancashire began 
to come in, the production of more and more raw 
materials was encouraged, and the manufacture was 
discouraged in India. I regard the policy of the 
East India Company as absolutely disgraceful and 
scandalous in every respect. The East India Com- 
pany is mainly responsible for the destruction of 
the Indian industry. 

14908. Q. Do you suggest that a policy of retalia- 
tion should be adopted? 

No, I think India should be given time to 
recover herself before she can trade on equal terms 
with England. 

14909. Q. Do you mean to say that the present 
tariffe favour British goods? 

A, No, it is beginning to change. 

14910. Q, Is that due to the Eeforms policy? 

A, And partly also to Mr. Montagu’s obstinacy in 
the House. 

14911. Q, You fear that there may be some com- 
bination in England to prevent the import of machin- 
ery into India thus preventing the growth of Lidian 
industries. I don’t think the present tariff has affected 
India harmfully. ^ 

A, No, I say the combination is possible when 
Lidia becomes a rival. At present it is not- 

14912. Q, In that case some other country may try 
to deprive England of her trade. 

.1. I think it is possible. 


14913. Q. Do you favour export duties in normal 
times with the object of checking the export of raw 
materials from this country, quite apart from times of 
scarcity? It has been pressed upon us that export 
duties are desirable with the object of retaining raw 
materials in this country, if those raw materials can 
be used in this country. We know of no country 
in the world, not even the most highly protectionist 
which puts on export duties. 

A, My object in putting on such a duty would 
rather be the need for money here to make improve- 
ments, that is, for re^venue purposes. 

14914. Q. That of course is quite harmless. 

A, Yes. 

14915. Q. I understand that your intention is to 
assist this country in a reasonable development on 
its industrial side. 

A. Yes. Partly also because rny body belongs to 
the West, and I wish to make amends to India for 
the great harm that has been done her by the West. 

14916. Q. That is a feeling shared by many modern 
thinkers. 

A. I think so. 

14917. Mr. Narottavi Morarjee, — Q* In answer to 
Question No. 17 you say “ a more real danger is a 
combination against the supply of machinery for an 
increasing number of mills.” But you know very well 
that India is the largest buyer of Lancashire goods. 

.J. Yes. 

14918. Q. It will be to the interest ol Lancashire 
if she put a heavy duty on machinery. 

A. Yes if India become a serious rival, but India 
has not got the capacity to produce finer counts. That 
will take a number of years. 

14919. Q. How long will it take? 

A. More than 50 or even a hundred years. It is 
a very remote contingency. 


Witum No. 100. 


Mr. A. J. LEECH, of Messrs. T. A. TAYLOE, & Co. Ltd., Madras. 
Written statement.*^ 


14920. 1. I favour Eree Trade as a whole but 

should prefer to call it “ Pair Trade,*’ for, if it were 
a case of dumping at less than cost price, steps should 
foe taken to counter it. There is .no objection to assist- 
ance in starting new industries that have a good 
•’hance of becoming self-supporting, and I should 
favour such protection, but should prefer it in the 
way of subsidies^ rather than import , duties for pro- 
tection purposes only, and there should always he a 
limited time to such protection, otherwise it becomes 
H vested interest, from which, experience has 'shown, 
it is most difficult for a country to shake itself free. 

Import duties for revenue purposes are almost a 
necessary evil, but they enable the manufacturer in 
India to increase his price to the extent of the duty 
and pocket the difference. Thus with a duty of 11 
per cent., supposing the cost of manufacture in India 
to be equal to the landed cost of foreign goods ex- 
clusive of duty, he^ can add say, 11 per cent, to cost 
and still sell at the same price as the imported arti- 
cle. In other words the masses pay more than is 
necessary for their wants and the excess paid goes to 
enrich the capitalist. This is the disadvantage of 
tariffs as against direct taxation. 

If import duty is necessary for revenue, it would 
bo fairer to the consumer to impose a reduced import 
duty making up the shortage in revenue by imposing 
a corresponding &cise duty. Thus, presuming for 
simjdioity of calculation that the imports of a certain 
article are equal in quantity to the Indian-made goods, 
an import and excise duty of per cent, would pro- 
duce file same revenue whilst reducing the sale price 
of the article by 6j- per cent. Government will be as 
well off and^the masses would pay per cent, less 
for their requirements. 

India is a poor country and the masses want cheap 
commodities. The necessaries of life for the poorer 
pcimJafeion should not be dutiable, even with a coun- 


tervailing excise duty, if it could be helped, <hougb 
articles of luxury might well be taxed. 

14921, <2- 2. Theoretically I prefer increase in direct 
taxation, and the income-tax and house-tax are the 
fairest methods of all. Only, It must be pushed home 
and applied to all incomes whether agricultural or other- 
wise and the big fishes ♦hould not escape the net, 
PraeikdUy I realize the difficulties of direct taxation, 
the wide field it gives for evasion, and the unrest it 
would cause if Income-tax went over an anna or two 
per rupee. Taking it all round, if revenue must be 
had' and if it is considered that direct taxation is too 
difficult or likely io cause too much trouble, then a 
small all-round tariff on everything except perhaps, on 
the ordinar;^ necessaries of life, food, clothing, etc., 
for the poorer classes, might be levied. Countervail- 
ing excise duties should be paid on everything possible. 

3, I have not gone into details but broadly I should 
favour by low duties: (1) Machinery to encourage 
iiianufactiircta here, also agricultural implements, etc., 

(2) articles used largely by the lower classes, food 
and clothing principally, (3) anything that assists 
cheap communications such as railway material, trams, 
cominercinl motors, air-traffic, etc. 

14922. Q, 4. See No. 5 below. 

14923. Q. 5. The existing policy, which was, until ^ 
recently an import tariff for revenue only, wae scarcely 
sufficient to interfere seriously with free trade or to 
materially benefit Indian industries though it must have 
tended that way. Comparatively few of the imported 
articles were seriously manufactured in this cotmtr; 5 '. 
The Cotton Weaving Mills were about ihe only 
industry and to them no protection was given, as a 
countervailing excise of 3i per cent, eguiuis^ the 
import duty. This countervailing excise had, how- 
ever, the effect of ensuring that Government got iba , 
full benefit of the 8 J per cent. vAaek the buywr ^ 
extra. It’ all went into the Gov^psmi^t , 

none of it into the, Indian -- 



Wken the import duty was raised to 74 per cent, 
with no additional coimtervailing duty, Lancashire was 
penalised to the extent of 4 per cent. This change, 
in itself, had little effect on Indian industries beyond 
the fact that it enabled the mill-owners to raise their 
prices a little higher. At that time the War prevent- 
ed Lancashire cloths from being shipped freely, and 
the Indian Mills were reaping big profits, working 
full blast, and being extended as rapidly as machinery 
could be got. They, however, did not sell at what 
might be called reasonable profits, but based their 
prices on the famine rates that were being paid for 
Lancashire cloths. In other words, Manchester made 
the market prices and the Indian mills followed her 
lead, just keeping about the same distance behind as 
they did in pre-war days. The extra 4 per cent, im- 
port duty against Lancashire enabled the mills to 
raise their rates by about the same extent. If an 
excise of 4 per cent, had been imposed it would have 
gone into the currency chest of the hard-pressed Gov- 
ernment, but not being done it merely went to swell 
the exceptional profits of the mill-owners. It is thus 
interesting to note how the scarcity and high price- of 
* Lancashire goods acted as a heavy protective tariff of 
more like 50 per cent, than 4 per cent, in favour of 
the Indian Mills. The result was significant; — the 
mill-owners made fortunes, while the masses of the 
people could scarcely afford cloth to cover their naked- 
ness. In South India, riots and looting followed. 
This was the result of protection. Can it be good for 
India? It is an exaggerated instance of course, but 
an exaggerated example is often wanted to bring home 
truidi, and this iS' a splendid instance. If heavy im- 
port duties were again put against Lancashire I feel 
confident we should see the same position again with- 
in 12 months. Even at present the ryot can scarcely 
afford to buy cloth. Indian MiE prices are always on 
the heels of Lancashire, and when American cotton 
went up this autumn and English cloth quotations 
followed suit, Indian mill prices at once did the same. 

When the import rate changed from 74 per cent, to 
11 per cent, it was again merely an extra profit for 
the Mihs, and did not really encourage the building 
of fresh mills, because there was already sufidcient in- 
centive for it. Big profits were being made, the in- 
dustry was very much on its feet and needed no 
assistance.’ 

Begarding the continuance of the 11 per cent, tariff, 
which may be considered a fairly protective one, I 
feel, for established industries, it would be injurious 
to , India. It would tend to raise wages ail roipad, 
making India a dear country, and would militate 
against! the chance of fresh mdustries being started. 
I’or new industries, however, a temporary tariff, or 
much preferably a subsidy, Would be of service, and 
would be for the industrial good of India. 

6. In theory, even when a high duty was imposed, 
a countervailing excise duty would hardly he neces- 
sary, for, if prices of imported goods say, for example, 
cloth were forced up by high duties, the local mills 
would extend greatly, employ more labour and pro- 
duce all the clpth India needs, and competition among 
themselves would keep profit down to a reasonable 
figure.^ Everyone would rush hyr cheap m i ll goods 
and hif^er priced Manchester goods would only be 
bought whore mid goods were not available. 

What actually happens however, is that the MiE- 
owner says to him^ “ why run the risk of rushing 
up now mills and doubEng output, thus incuning 
more risk in case protection now afforded might be 
taken off? Much better increase MiEs slowly, iare 
tho business with Manchester, ancf charge much above 
cost price, basing prices on Lancashire prices plus 
„duty. This gives, without risk, the same profits as 
if the output were doubled.” 

In other words, high import duties without excise 
duties lead to combines and mouopoEes, and would 
make India a dear country. Only freedom in bu^ng, 
i.ff., aEowing' users to buy in the oheap^t market can 
prevent this. 

In practice, therefore, an excise duty is essential if 
an import duty has to be imposed. It engenders 
competition on equal terms between local and foreign 
goods, %whioh results in fine cut prices and no exces- 
sive profits to either the .Lancashire or the Indian 
MiE-owner. It is true the peo_^>le pay more for their 


cloth if import duties and excise duties are imposed, 
but the difference' aE goes into the Goveriament cash 
chest to reduce taxation in other directions. 

14924. <2. 7. If help to start an industry is needed 
the excise duties might be left off for a fixed period, or, 
if there is no Tariff,* then subsidies might be given; 
but, if an industry is on its feet, then I advocate a fair 
field and no favour to either foreigner or Indian. Com- 
petition gives^ the masses of people a cheap article, and 
a cheap country to live in is the desideratum of man- 
kind at present. If there is plenty of competition 
there is no room for profiteers. Each country has a 
certain amount of protection because foreign stuffs 
have to pay freight, etc., but it is false economy to 
try and make an article in, say, India, when, owing 
to certain facilities, climate, etc., another country can 
manufacture it and laud it here cheaper than India 
can make it. Much better give it up, buy the cheap 
stuff from the other country and turn local energies 
to something more profitable. This is the rule of 
Economics. 

14925. Q, 8. I don’t see how they can. Human 
nature will not permit prices to be kept down unless 
there is competition. Government #could not fix a 
price. 

14926. Q, 9. No, Tariffs should be fixed primarily 
for the general good of the people of the country, which 
is often quite a different thing from fostering Indian 
industries, though a very long view has to be taken 
and at times the two coincide. If, by a little help at 
the beginning, an industry can be started and kept 
going with a good prospect that in a few years' it wiE 
be aole to face tiie v\ oriel’s competition without the 
help of the Tariff, then give it a start with a subsidy 
or otherwise. This means that, for a time, the tax- 
payers are paying to support an industry that gives 
them no return, but the return wiE come later on 
when the industry is self-supporting and the money 
that is spent on the article remains in the country and 
goes to pay wages of' the Indian worker who makes 
it. If, however, an industry needs spoon-feeding all 
its life, and always wants protection to make xi pa^ , 
then 'it is bad economy to protect or subsidise it, as 
the user is not only paying the price he woiEd pay 
for a foreign article, but he is in addition also paying 
extra to keep certain Indian workmen employed. He 
might just as weU pay to keep them idle in a work- 
house. Their energies should be directed to more re- 
munerative work. 


14927. Q, 10. No, each country should go in for 
msmufacture, agriculture} mining or whatever else it is 
locaEy best suited for. This is the economic point of 
view. I grant that, for safety of a nation, there may 
be key industries that are necessary in case she is cut 
off from outside by, say, a war, but the fewer of these 
the better, as they are always a drag on her. India 
should depend on other countries for things they can 
make cheaper than in India. Considering the cheap 
labour in India these ought eventuaEy to be com- 
paratively few, but at the moment they are many 
owing to^ the labour needing training. If there are 
no cEmatic or other reasons why an article could not be 
made as cheaply in India as in other countries, then 
aE that is required is a temporary help to enable 
Indian labour to be trained up to the pitch of labour 
in a foreign country or to a pitch when Ind% can sell 
as cheap as the foreign article be imported. A 
subsidy to chosen firms, who really mean to pioneer, 
experiment, work on business lines, and to train their 
men to ihe, right standard, is justified, as it serves- as 
an example of what can be done and that there is 
money in it- Others wiE soon follow such a lead. 
Sir Frederick Nicholson’s Soap, and Fish ti-nni-ng 
dustries are very good examples of this. On the other 
hand an import duty which wotEd enable numerous 
firms all over the country to condudt the manufacture 
in a sEp-shod way and yet make a profit, because aE 
their neighbours were indirectly supporting them by 
paying the equivalent of the import duty on the foreign 
article towards their manufacturing expenses, is bad 
economy. Indian labour is so comparatively cheap 
that even if the foreign standard of work cannot be 
reached, this country should yet turn out goods as 
cheap or cheaper than Overseas competitors, espe- 
ciMly when ^e savmg in freight, etc., is reckoned in. 

I ca^ot temsh a list of what it wotild not Pav 
to produce m India, but experience in the various 
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iinfes would decide. One, however, I think would be 
the fine machine-wove fabrics for which the heat of 
the plains would make weaving difficult, as a damp 
climate is required in England, this trade went to 
Lancashire on account of the climate there, which is 
just suited for fire spinning and weaving; and possi- 
bly an Indian Manchester might spring up in India 
when the right spot suitable for such weaving is dis- 
covered. 

14928. Q, 11. A temporary subsidy, on likely indus- 
tries only, could be given to a few pioneer firms for a 
fixed period of years without in the meantime raising 
the sale price to the masses of the people, and this I 
should recommend. A subsidy for a few years is much 
more likely to be taken ofi than an import duty when 
once imposed. 

14929. Q* 12. Those likely eventually to pay 
unaided. 

149ii0. 10. 13. Yes, but if possible by subsidies, 
instead of Tariff protection. 

14931. 0. 14. bhould confine assistance to industries 
that it is believed can eventually stand unaided. I 
should like to protect manufacturers against dumping, 
etc. 

14932. Q. 15. Yes, if they affected Indian industries 
and prevented Indian industries being started, as that 
would be unfair competition. Each case would have 
to be taken on Its own merits and a countervailing 
import duty should be imposed. This would mean 
experts to advise. 

14933. Q, 16. If handloom industry can compete 
with machinery, certainly let it do so, if not, it is 
economically wrong to support it unduly, and it must 
give way to progress, i should be sorry to see the 
handloom go, but in most cases it is bound to, though, 
in remoter districts, it may go on for very many years. 
The laws of supply and, demand will settle that. 

14934. Q. 17. JSfot orily a danger but almost a 
certainty that protection will lead to protected manufac- 
turers combining to raise prices. So long as the com- 
petition amongst themselves is not strong enough to 
reduce prices it is not necessary, aa is now the case 
in the Cotton J^s, but directly the cotton mills find 
competition cutting down profits I feel sure there will 
be a combine of one land of another to keep up prices. 
I recommend free trad© to counteract state of 
affairs. 

14935. JB. ^es, I certainly think foreign firms will 
come here irlney are cut out by protection. *While not 
admitting that protection is sound, for it at once 
puts up prices, encourages monopolies, «uid would 
make India a dear country, yet, if protection is im- 
posed, it will be all to the good of India if foreign 
firms do come, for they will bring to bear a lot of 
knowledge not possessed by India, will employ labour 
and enrich the country. It is, however, up to Indians 
to forestsdl them and keep them at a distence by not 
imposing prohibitive tariffs but by themselves first 
getting Started, here. Then on the spot| with much 
of the raw material to hand, the Indian, without any 
protection, should be able to cut out the foreign arti- 
Common soap is an article in point. This in- 
dustry has been foftered here graduaffy by Govern- 
ment Experimental work, which practically amounts 
to a si^sidy, and now the soap can be sold so much 
cheaper than the European article that the foreign 
of common soaps are almost unsaleable. Even 
il - Jforeign firms came out now they would be up 
against indigenous competition, and it is doubtful if 
they could make good. If a heavy duty had been 
imposed 10 years ago, and the British firms had all 
started here, it is very likely the Indian would never 
have got the start that he now has on the spot. 

Generally speaking, I should like a free field left to 
every one in the Empire, buii especially to England, 
which has done so much in the past to advance 
India. While quite admitting that a great deal of it 
was done by individuals for their own advantage, yet 
■the English nation, represented by a mass of people 
who have never benefited much from India, has sent 
her best sons to help to make India a nation. If a 
ban -were set against English firms it would be got 
round by having mixed firms, and it would also cut 
both ways because Indians would not have the free 
entry into England. This, however, is a delicate sub- 
ject. 

14936. Q, 19. There would, certainly be difficulty, for 
^ once protection is started there is. no stopping, -and. 


logically, the raw material producer is as muck entitled 
to make a little extra profit as the manufacturer. The 
mill-owner gets his cloth protected, and why should 
not the spinner or raw material producer do tne same, 
either at the expense of the mill-owner or the ulti- 
mate buyer? The adjustment would be difficult. 

14937. Q. 20. I believe the whole of the duty on the 
imported article is passed on to the consumer, and in 
addition to that, in most eases a like duty, figuratively 
speaking, on the indigenous protected article, for the 
manufacturer in India, judging from what is happening 
in the cotton trade, puts up his prices pretty well to the 
same extent as the duty represents (that is reckoning, 
he can manufacture at the same price as can the 
manufacturer of the foreign country;. Thus the con- 
sumer, so to speak, pays duty whether he uses the 
imported or the Indian made article. The duty on 
the former goes to tiie Government to reduce direct 
taxation, but the duty on the latter goes into the 
pocket of the Indian manufacturer to help him to 
retire early. 

14938. Q. 21. In view of the former paragraph, — yes, 
the increase in price will be more or less permanent, for 
it tUe local competition becomes so keen that prices 
are forced down (reckoning that foreign compewtion 
has been ehminated by the imposition of duty) it is 
only human nature that combines will arise amongst 
maautactiurers to raise pnees against the pubhe. jlu 
that case the government will get nothing m the way 
ot tariffs to reduce rates while all the excise, so to 
speak, on the Indian product goes into the .pocket of 
tne manufacturer. Virtually, Government will sup- 
port the combine for the benefit of the manufacturer. 

14939. Q, 22. Yes, temporarily, but for a fixed period 
only, — on mdustries which are likely to be able to face 
foreign competition eventually. 

14940. Q, 23. No, I should make no exception; -(Eough 
in these days I should be very chary of raising lEe price 
oi the necessaries ot life. i?or tnis reason x preier a 
subsidy to a tariff. It is true a subsidy is also liable 
to abuse, but it would only be given to selected Com- 
panies and under Government supervision of accounts, 
if abused^ subsidies could be stopped. A high tariff 
on the o'ther hand would give every Dick, Tom, and 
Barry the idea of startmg impossible companies. The 
tariff 'amount would, so to speak, be contributed by 
the masses of the people to impossible enterprises, 
and it would be very difficult to cancel it. 

14941. 0. 24. I do not quite follow the question but 
presume it means— how would the inore«M3ed cost of 
hving be covered? it could only be covered by an 
increase in wages. The present standards of. living 
are so low that they could not be lessened for Classes 
A. and B. 

14942, Q, 25. l^rqteciion would put up the price of 
'India’s raw products due to rise in cost of living; and 
also of its manufactured articles, as a protected country 
is always a dec^ eountry. ITbis would tsaid tb reduce 
exports. Indkfc would, . theoretically, both export and 
import less and become more self-contained, but what 
would be the result in practice it is very difficult to 
say, I do not think it could possibly be good for the 
general commercial position and prospects of this 
country. The lower classes would be the worst off, for 
the inarticulate masses are always the last to get 
increased wages. The small employer of labour is 
notoriously a very hard taskmaster, and there would 
be much distress before adjustments were e^ted. 
When once wages get well on the up-grade and lal^ur; 
as it probably would do, got the bit in its teeth, 
there would be serious trouble. I do not say labour 
trouble will not come without protection, but it would 
be accelerated thereby. 

Regarding foreign trade and the commercial posi- 
tion, the following appeared recently in the London 
“ Times ” 

The trade policy of a country cannot be deter- 
mined without reference to its general eco- 
nomic situation. A creditor country tends 
to follow a free trade policy and debtor 
country a protectionist policy.'* 

I believe that this conclusion is generMly accepted, 
ow., that it is to the benefit of a creditor counl^ to 
have free trade, though a debtor oountay likas^prolec- 
tion as it tends to ffisoourage import, and so 
the balance of trade. Indk has in 
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j>osition of being a creditor country for a number of 
years, and when the present upheaval has settled down 
there is little doubt that she will be so again, con- 
sidering the huge amount of her raw products avail- 
able for export : cotton, jute, skins and hides, oil- 
seeds, wheat, rice, coiri etc. Thus she wishes to 
trade as much as possible with foreign countries, to 
ship them as much as she can in the way of produce; 
to take manufactured articles in return to the extent 
she desires, and then get the balance in hard cash. 
If she shuts herself up in a box, and by high tariffs 
curtails imports, it must tend to reduce exports also, 
for other countries can only take her raw production 
if they can, in return, give her manufactured articles. 
The protectionist’s reply to this is that instead of 
exporting her raw material and then buying bSek the 
manufactured article, why does not India manufac- 
ture it here and employ the population? The “ fair 
trade ” reply is that if she can do it economically she 
does it already, or soon will do it, or at least there is 
nothing to prevent her from doing it, and it only 
needs a little initiative, for, with no freight or other 
transport charges to pay on the raw or manufactured 
article, she could entirely out out the European arti- 
cle, and it w'ould never get a chance of sealing. If, 
however, with all her advantages she cannot manu- 
lacture and sell at the same price as the foreign arti- 
cle can be imported, much better buy the imported 
article and turn her workers on to something — be^it 
raw produce or other manufactures — ^that she can make 
at a competitive price with the rest of the world. 
She then gets her imported article, say a Gramophone, 
for say; Ms. 100 and sells what she manufactures or 
grows for export for Es. 1^0 and is B$. 20 richer; 
whiles if she uses the labour that could earn Bs. 120 
by, say, growing groundnuts or tinning Sardines, only 
to make, say, Gramophones that will fetch Bs. 100 
she wo'uld be clearly Bs. 20 worse off as a country. 
Thus I feel a studied policy of protection would tend 
to make India a debtor instead of a creditor country 
and w’ould not feend to a good general commercial posi 
tion or improve the prospects of the country. 

If, as a fre& country, she pushes on with industries 
scLoh as spinning, weaving, etc., she will have a good 
chance, ‘ home demand satisfied, of working up a 
good export trade. Froteotion would make her a dear 
country and militate against this. I consider that a 
free trade creditor country with manufactures well 
established is the best country in the world. It buys 
its requirementis cheaply or makes them cheaply, is 
able to sell cheaply, and so is favourably placed to 
compete in the world’s trade. 

As far as imports go, a stiff duty would, theoreti- 
cally, have the effect of ( 1 ) encouraging local indus- 
tries (and probably bolstering up many trades that 
were economically unsound), ( 2 ) of reducing th^" im- 
port of foreign goods and substituting local-made arti- 
cles, many of them at higher prices than they could 
be, got at in the open world’s market. 

26. No, I do not think it would be advantageous to 
India. A war of tariffs is almost certain to result in 
both countries putting up their tariffs instead of re- 
ducing them mutually. This favours the manufac- 
; ,iuisers of ‘both countries who are usually the most 
,i"ts 0 eioli!par^es« get more protection on local sale« 

and. ban wdser-^eir .prices to the <fttriment of buyers 
gener^^,*- 

The only 'position in "which “a penalty tseriff could 
be fairly safely employed woiiM be on raw exports of 
which India has to a certain extent a monopoly, say, 
on Jute, Skins, Hides, etc. 

14$43. Q. 27. If tariffs have to be enforced I should 
fawour the countries that favoxir us. 

14944. 28. Differential tariffs would mean much 
more detailed and oompHcated wor!b. 

14945. (J. 29. A permanent organisation, for investi- 
gating the claims of various industries, would be most 
necessary, but an impartial Board would be very 
cult to find. 

14946. Q. 80. Export duties should be employed 
chiefly to raise revenue, but should only be levied on 
articles where India has more or less monopoly, eiiher 
in production, or in price at which it can sen* Directly 
however, the export duty begins to reduce exports or 
stops expansion the limit has been passed. I believe 
very useful revenues could be raised from export 


duties on Jute, Skins and Hides, etc., texport duties 
might also be used to penalise countries who put duties 
against India. 

14947. Q. 31. See Nos. 26 and 30. 

14948. Q. 32. No, I do not think an export^ duty on 
raw materials should be imposed to keep it in the 
country. If other countries can give a higher price, the 
Indian cultivator is entitled to it, and it is up to the 
user here to pay more for it. The only case where this 
might be justified is in questions of foodstuffs, but in 
that case the Government, if they intervene, should 
pay the market price, recovering such outlays by taxa- 
tion. In other words if the employer cannot or will 
not pay a living wage to his employees to enable them 
to pay the market price for food, Government must 
make up the difference and recover it from the em- 
ployers in the form of taxation. All trades have their 
ups and downs, and the agriculturalist is just as much 
entitled to make his 100 per cent, when foodstuffs 
are scarce as the mill-owner when cloth is scarce. 
If the foodstuffs prices in India are over general world- 
prices, then foodstuffs will be imported automatically. 
This is a broad principle, but 1 admit that the ex- 
ception proves the rule, and in case of emergency 
Government might have to fix a limit on the price of 
foodstuffs to avoid a general rising if people were 
starving. The price limit should even then be a stiff 
one that would encourage increase of crop areas. 

14949: Q. 33. No, I do not think India should control 
Exports to lower the Indian price of living. Such 
action would tend to reduce food production.. 

1495U. 34. See reply No. 26. 

14951. Q, 35. Failing Free Trade Imperial Preference 
in its full ideal would be a splendid thing and I should 
like to see it. It would probably mean a low tariff and 
be a step towards free trade withm the Empire and 
that would be a step towards world free trade. 

Such an ideal is however, I fear, quite impracticable 
as there are too many diverse interests in the way, 
and we could never get the component parts of the 
Empire to agree. I therefore do not think that India 
would be justified id risking an appreciable economic 
loss for the sake of an attempt at Imperial Preference. 
The economic question is the main thing to look to. 

14952. Q. 36. No, I should treat the United Kingdom 
and the rest of the Empire alike, and, if there is no 
Imperial Preference, should treat the rest of the world 
the same also. It would tend to mak 6 J||dia a^cheap 
importing and large exporting country. ^ 

14953. Q. 37. An Imperial preferential tariff within 
the Empire would mean a low tariff which I believe 
would be advantageous to India. Retaliation would 
depend on the positions of the respective countries, 
India exports mostly raw products which foreign 
manufacturers want badly, and it is very unlikely they 
would retaliate by taxing such raw produce. Therefore 
I do not anticipate retaliation even if India adopted 
Imperial Preference, 

14954. Q. 38. Have not considered this. 

14955. Q. 39. I would give preference to necessaries 
of life for the masses who can least afford to pay duty 
on the goods they use. 1 should not go out of my way 
to give Imperial preference to such imported articles 
as India hopes hersoK to manufacture on a paying basis 
(at, least till such manufactures are well established), 
but naight giye such preference to articles that India 
is never likely to manufacture on a paying basis. 

14956. Q. 40. Yes, the tendency woifid be, in most 
cases,* ta raise* prio&s -to the consumer in India, Idiough 
at times there might be enough eompetition within the 
Empire to. avoid- 

14957, Q. 41. It is v^ry hard to say if Ixnperial Pre- 
ference Will increase or diminish Indians imports and 
exports. There are so inany cross winds. Generally 
speaking, anything” that t^de to reduce trade barriers, 
which tariffs *undotibtedly are, tends to increase the 
interchange of commodities. I do not see any reason 
why it should affect the balance of trade. India would 
probably take more and ship more, 

14958. Q. 42. No, I do not think so. India is a raw 
article-producing country, the world needs her product 
and cannot do without them. If foreign countries did 
not take her produce, Empire countries would do so, 
and India would eventually export the same Ime^ - 
though there might be some disloeatie?n of trade 4 ® 1 
new channels were forpaed. ' . ‘ 

14959 . Q.4Bi}o mSS, . ” 
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14960. Q, 61. Hides and Skins (Eaw and Tanned) 
and Produce generally to England, the Continent, 
Australia and America. 

14961. Q, 62. We are interested in Eaw Hides and 
Skins, and I do not think that the Export duties have 
had any effect at all. 

14962. Q, 63. I think it could be increased without 
hurting the trade, but there is always a risk as it brings 
us nearer competition. I should prefer to leave it as 
at present, or stm better to dispense with it altogether, 
but, if Eevenue is badly wanted, something more 
could be exacted by this means. I certainly think 
this source of revenue is less felt by the people than 
a tariff on Imports. 

14963. Q. 64. Yes, I feel that the Import tariff 
exacted by America and Australia is detrimental to 
Exports from India, but at present it does not press 
very .heavily, and I do not see that any action is 
feasible. IJie bulk of exports are raw material which 
are in many cases duty-free, or are so necessary to the 
importing country that they are taken, duty or no 
duty. 

14964. Q. 65. Yes, the lower the duties the better the 
chance of trade. Less money is required to turn oyer 
business, and is very important in these days of diffi- 
eult finance. 

14965. Q, 66. The lowering of duties cannot help 
having a beneficial effect generally on Indian trade. 

14966. Q, 67. Gould a country penalise India without 
injurying itself? I don’t think it could. If a foreign 
country raises an Import Tariff against India, it would 
penalise its own people, and, as most of Indians exports 
are raw material, the foreign country would very 
likely not.be able bo get them elsewhere, so would 
still have to take them. I don’t think a foreign 
country would be likely to cut off its nose to spite 
its face. I speak generally but cannot give details. 

14967. Q, 68. Yes, Goods pay for goods, and if we 
took less irom a country the tendency would be for it 
to take less from us, but this would be less likely to 
affect raw produce than manufactured articles, and 
India does not at present manufacture very much for 
export. , ^ , ,, 

14968. Q, 69. Very difiaciSlt to say, but here also the 
tendency would be for produce to go for^ manufacture 
to a country that could turn out finished articles 
cheapest. The finished article is wanted, and if one 
country ceases to import the raw material to manufac- 
ture it, then it is more than likely that some other 
country will take it up, and if it is to an Empire 
country instead of a foreign country, all the better. 

14969. Q, 70. Piece-goods, Yams, Machinery and 
Sundries of all kinds Som England, the Continent apd 
Atperica. 

14970. Q. 71. Yes, I have observed a change in the 
Piece-goods trade, where Grey goods of the medium 
and lower qualities and printed goods suited to the 
poorer classes have been largely replaced by Indian- 
made Mill goods, though the better class and finer quali- 
ties have* not .suffered much. The change began 
owing to the high price of English goods during the 
war. Before the war, only the T>oorer natives would 
take the roughly made local mill cloths, but during 
the war, as English goods were unobtainable in 
suffident quantities, the Indians took to local mill 
cloths, found them thick and strong, and have gone 
■on Hsing them. The increase in import duty from 
3^ to 7| per cent, and now to 11 per cent, has accen- 
tuated this change to some extent, but less than 
might have been expected, so far as the actual volume 
of shipments from Lancashire is concerned, because 
the local mills raised their prices to the extent of the 
duty levied, thus giving Manchester goods a chance 
to compete. Also, the Mills here could not supply 
nearly the whole of the requirements of the people. 
The increased duty has led to much larger importa- 
tions of coloured and plain yarns, because they are 
dutv-firee, while the quantity of woven piece-goods 
tends to diecrease. This, by the way, has favoured 
the Indian Weaving Mill, which gets 11 per cent, 
protection, as against the Indian Spinning Mill which 
gets no protection. 

Though 'thj& volume of the imports has not been 
so seriously affected there has been a great differ- 
ence in the style of goods imported. The lower class 
Indian woman loves bright colours, and took huge 
quantities of printed sarries and cloths. Prices of 
^ havp trebled, while wages have not, and the 


women have to content themselves with plain goods, 
goods dyed locally, or cloths made of dyed yarn, 
largely imported, and woTon in this country, which 
are very different from the old bright coloured 
printed sarries. 

The worst hit of all by the increase to 11 per Cent, 
are the retail buyers who have to pay the extra 
price for both the Lancashire and the Indian made 
goods. This forces them to take plainer goods than 
they desire or are accustomed to. 

14971. Q. 72. Yes, higher tariffs on such things as 
Cement, Lamps, Paints, Paper, Buckets, etc,, would 
tend to encourage them to be produced locally and to 
reduce imports but much would 'depend on the extent 
the local maker profiteered at the expense of the public. 
The chances are that, as in the case of cloth, the 
local manufacturer would add most of the duty to' 
his profits, and the imported goods would hold their 
own and be able to compete and still retain a good 
portion of the trade owing to better quality and 
finish. The chief sufferer would again be the retail 
buyer. 

14972. Q, 73. All three positions would tend to in- 
crease the imports of British goods and A and 0 might 
increase total imports. There is no sentimental feel- 
ing, it is all a matter of price. Whatever could be laid 
down cheapest in India would be taken. Whether the 
purchaser would get the full benefit of the reduction in 
laying down costs, if any, would depend on various 
contingencies, strength of competition, etc. 

14973. <3. 74. Generally speaking, I should recom 
mend a low rate to all parts of the Empire. It would 
give more competition here which would tend to lower 
prices in India. If, however, one Empire country 
favoured us specially by a very low rate I should 
reciprocate in the hope that others would follow suit 
and give us lower rates too. 

14974. Q, 75. In most things Imperial Preference 
would simply tend to alter the proportion, but if it 
made any considerable lowering in price, it might well 
encourage the use of an article and lead to larger 
shipments. 

14975. Q. 76. I don’t think so, though it might lead 
to reduction of Export trade to some of the foreign 
countries^ who were used to paying for goods by goods, 
and incline Indian productions to go to the Empire 
instead of foreign countries. 

77. Have not considered the subject. 

14976. Q. 78* Ad valorem is the fairest theoretically, 
but it is a very hard matter to arrive at the correct ad 
valorem value, and under ad valorem valuation it is 
offceu difficult to do business on safe lines. 

As an example— A man buys goods for Es. 860 
c. f. i. Madras. He sells to his dealer at Bs. 1,000 
ex-godown — ^reckoning that he will pay Es. 110 for 
duty (11 per cent.) and have Es. 30 as profit. When 
the goods arrive, however, the market price has gone 
up from Es. 1,000 to Es. 2,000, He then finds he 
has to pay twice the amount of duty say^ Es. 220. 
His j^rofit being only Es. 30. be is faced with a dead 
loss of Es. 90 on what had originally seemed a pro- 
fitable sale. This occurrence, to perhaps a more 
modified degree, has occurred very frequently in the 
last three or four years, though of course, it cut both 
ways, and when the price has gone dmon he saves on 
the duty he reckoned to pay. For all that, however, 
it adds a factor of uncertainty to business. 

Another stumbling block to ad valorem duty is the 
definition of Real value.'" (Section 80, Sea Customs 
Act) which is a fertile cause of trouble (I refer at the 
moment to piece-goods). 

*‘Eeal value’’ is held to be: — 

^‘The wholesale cash price, less trade discount, 
for which goods of the like kind and 
quality are sold, or are capable of being 
sold, at the time and place of importation.” 

The large importer sells in lots of 5 to 10 

packages to his dealer, but the above definition is 
read to mean, not the price that “ A ” sells or could 
sell at, but the price that the large bazaar dealer 

B,” who buys from ‘‘ A,” could sell at on date of 
arrival. Thus ** A ” pays, not on a price he can 
make himself, but on a price that “B” makes. 
Naturally if “B” makes a good profit he dees not 
want “A” to know what he sells at, so, if ai^ed. 
tells him much less than is actually fte case- A 
therefore has to poke and spy round place apd 
find by ciromtoue routes as hei^ am, 
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is really selling at. It would be much better if 
could pay on what he himself is actually^ prepared 
to sell a single bale at, if the goods were his own, to 
a dealer who buys from him. It would probably be 
an anna or two per piece more than he would take 
for 6 to 10 bales. 

Following income-tax procedure, the importer 
might have the option of basing duty payments on 

cost price, or market value whichever is least 
(cost price being taken as o. f. i. cost price, 5 

per cent, to cover profits, etc., which practically 
makes it the sale price) but this is open to the objec- 
tion that false invoices might be produced to avoid 
a fair duty. It would be difficult to accept the invoice 
price of one firm and not that of another. 

Again the wording of Section 30, “ goods of the 
like hind and quality are sold, or are capable of be^g 
sold ” is open to cause trouble, as it is somewhat 
contradictory. It is commonly recognised in the 
piece-goods trade that a well-known ‘‘chop*’ counts 
for much, and it is by no means uncommon for, say 
“No. 1 quality cloth” with a well established “Q” 
mark to sell for Bs. 20 per piece, when the same 
“No. 1 Quality cloth” under an unknown “Z” 
mark would only sell for Bs. 19. Thus, under the 
wording “ goods of the like kind or quality ” ” Z ” 
should pay the same duty as Q,** vu,, on Bs. 20 
being the identical '^Jcind and quality,** while under 
the wording ” are capable of being sold,** “ Z ” would 
be valued at Bs. 19, as it is not capable of being 
§old for more. 

Section 32 of the- Sea Customs Act which provides 
for goods being taken over at declaration valuation 
if importer refuses to increase it, appears to be ample 
protection for the importer, but really it is not so, 
for very often an outside dealer will offer an 
altogether exceptional price for a small lot of well- 
known goods that are confined to a few dealers just 
to get hold of them and spoil prices for. the large 
holders. On the whole, however, this is a very use- 


ful Section and the importer should always be 
entitled to claim recourse to it if he wishes. 

I must, however, add that in recent years these 
rules on the whole have been very sensibly read, but 
it is always open for some officious officer to make 
trouble. 

Altogether there is a delightful uncertainty about 
ad mlcmm values. The correct figure is very diffi- 
•cult to arrive at, and with a big duty like 11 per 
cent., the matter is serious. It scarcely mattered 
when it was only 3^ per cent. 

Fixed Duties per Yard, 

14977. If the basis for duty were definitely fixed 
per yard or per lb., the importer would always know 
what he had to pay, and could always reckon it in his 
price. On the other hand, a fixed duty per yard or per 
lb. that is not affected by price fluctuation is open to 
the objection that a cloth costing Bs. 10 per 40 yards 
could obviously not be expected to pay the same rate 
as a cloth costing Bs, 30 per 40 yards; and if sub- 
divisions were made it would cause much trouble, 
whether based solely on count of cloth, count of yarn, 
or other method. I do not know what course is 
adopted in countries where duty is charged by weight 
or measure so I am on uncertain ground. It seems 
to me, however, that, whichever way you work it, 
the inclination would be to penalize the lower quality 
cloth and let the ^ better quality off more easily, 
which is the opposite to what 1 should desire. It 
would he better to penalize the rich buyer than the 
poor buyer. 

The readjustment of duties should he considered at 
least once a year, but in normal times it would 
seldom be necessary to make changes. 

There are thus objections to both methods, and 
perhaps, the ad valorem way, in a fairly steady 
market, to which we hope eventually to return, is as 
sound as anything. Here at least you do pay on the 
actual value of the cloth, and the expensive and 
cheaper qualities pay proportionately. 


Oral evidence, dated Madras, the'2nd February 1922. 


14978. President,— Q. Mr. Leech, you represent 
Messrs. Taylor and Company, Ltd., Madras? 

A. Yes. 

, 14979. Q, You are interested in the export trade in 
hides . and skins (raw and tanned) and produce 
generally to England, the Continent and Australia 
and America? 

A. Yes. 

14980. Q. You are also importers of piece-goods, 
yarns, machinery and sundries of all kinds from 
England, the Continent and America. That is the 
business of your firm? 

A. Yes, generally. . 

, 14981. Q, You are in favour of free trade as a whole, 
but you prefer to call it “ fair trade.” But you are 
agreeable to various measures being taken tor the 
promotion of industries though such promotion may 
not he fully consistent with free trade principles? 

A, Yes. I have no objection to assisting new 
industries that have a good chance of becoming self- 
.supporting. 

. 14982. Q* You do not advocate a rigid policy of free 
trade of India? 

A. .No, except in trades that are already well 
establish^. 

14983, Q. Will you please explain what you mean by 
that qualification? 

A, When an industry has grown up, is self-sup- 
porting and is making good profits, and can compete 
with foreign countries successfully, I would not support 
it. I would not support it if it is shown that it really 
can make a profit against fair competition, 

14984. Q, In your answer to question 25 you have 
quoted an extract from the London Times to the fol- 
lowing effect? ” The trade policy of a country cannot 
be determined without reference to its general economic 
situation, ^ A creditor country- tends to follow a free 
trade policy and debtor country a protectionist 
policj*,” What do you think, India is a creditor 
country or a debtor country? 

A. I think India is a creditor country as a general 
rule, though now she is not so. When things settle 
themselves dg-wn I belieye she will again be a creditor 
country, ■ ' 


14985. Q, Will you please tell me how India will be a 
creditor country ? 

A, The balance of trade is in favour of India. If 
she exports a million and imports half a million, the 
balance of half a million stands to her credit. 

14966. Q,, That will come under the heading of 
.national wealth. Bo you know that India has to pay 
something like 30 millions per aiTnum to England by 
way of debt and other obHgatxons. Bo you think that 
it is indicative of a country being a creditor 
country? The total liability comes to even more 
than 30 millions. India has borrowed * very largely 
from England and it is exporting its raw material 
in payment of that debt. That is India is a debtor 
country. Can you tell me why you say that, India 
is a creditor country? . 

A. Because the balance of yearly trade is in 
favour of India. The debt was incurred for Bailwaye 
and such like profit-earning investment which you still 
have as capital in the country. 

14987. Q. That is national wealth. 

A. If India sold and realized these investments I' 
believe the ]prooeeds would more than repay the debt. 
You say it is national wealth, quite true, the wealth 
is here, but it is only loan wealth while interest is 
paid on it. 

♦ 14988. Q. Do you know what the national income in 
India is as compared with other civilised countries? 

A. I have not gone into the question. 

14989. Q. I am afraid you have been misled by the 
balance of trade into this view. But if you are 
satisfied that India is in reality a debtor country, 
would you then, in view of the extract which you 
have quoted from the London Times, approve of a 
policy of protection? 

A. I am not' satisfied that India is a debtor 
country. 

14990. Q. Assuming for argument’s sake that it is 
so, would you have any objection to a non-free trade 
policy? 

A. Even then, free trade is, I consider, the^ best 
for India, because it enables the people to' live 
cheaply, a-nd Ijeeps prices do'^' Especially for 
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India, in wHck there are very many poor people, 
it is desirable, 

14991. Q. You admit in para. 4 of your answer to 
question 1 that India is a poor country. 

A. The' masses are poor here. 

14992. Q. That is to say, the people of India are very, 
poor? 

A. Taking the average per head India is a poor 
country. 

14993. Q, So you will admit that India is a poor 
country? 

A. I think it is. 

14994. Q. I waht to draw your attention to this. ' At 
present the agriculturists,^ who form the hulk of the 
Indian population, are 'so poor that they cannot 
afford to find the money to clothe themselves and 
so they have got to go half naked. ^ Do you know 
that. India has had a free trade policy for ever so 
long that we remember? 

A. It is hardly free trade. 

14995. Q. Of course, revenue duties were recently 
imposed. But for all practical purposes India has 
been a free trade country, and do you think that 
the poverty which you admit to be prevailing in 
India is not the result of a long series of free trade 
years ? 

A. I was speaking specially about the recent war 
years. 

14996. Q. The war is not going to endure always. In 
fact, it has ended. India has been a free trade 
country for a good number of years. I have pointed 
out to you that it is a debtor country,^ I fiudher 
pointed out also from your own admissions that 
India is very poor and that the agriculturist could 
not find sufficient means to clothe himself. India 
has had free trade for a great length of time, and 
it obviously follows that under free trade principles 
India has not prospered and has remained poor to 
that extent. 

A. I quite admit that it has remained poor but do 
not admit that free trade has been the cause. 

14997. Q. Can you give me an explanation of it? 

4* consists of a very large pro-, 

portion of very poor people, and a certain number of 
, very rich people. The^poor people have not progressed 
very much. Any benefit takes a long time to get 
down to them. But probably many are better off than 
before. Stijl there are very many poor, who live with 
the greatest difficulty and scarcely earn enough to feed 
and clothe themselves. 

14998. Q, That is what I was leading you up to. The 
economic condition of India is such utter poverty 
that about 70 or 80 per cent, of the agricultural 
population have not got enough to eat or the money 
to clothe. themselves. That has been the result after 
India tried for at least 60 years a free trade policy. 
Then you say that there are a few rich people. 
Bo you know what the population of India is? 

A. I could not tell you exacVy. 

14999. Q. You know the Government of Ii^ia levy 
income .tax on incomes of varying amounts. Bo 
you know the total number of men who are paying 
income tax on an income of Rs. 2<5,000 and prer, 
that is, Rs. 2,000 a month? 

A. I do not know. 

15000. Q. I wish you would look into the figures. 
They^ will show you w'hat a magnificiently large number 
of "rich men there are in India in support of your 
theoiT. At all events, do you know of anv country 
jin the world that has prospered economically by tbe 
adoption of free trade principles? 

A. I think England is one. 

15001. Q, Do you know that England started pro- 
tection, a very severe protection, before it established 
its industries, and then became a free trader? 

•A. She became a free trader because protection 
did pay. 

^ Q- Whether it paid or not is not the question, 

There has been no country in the world which has 
remained a free trader and prospered. Could you 
n$.me any country which has been throughout a 
free trader and has still prospered? 

A. No -large country has been consistently Free 
Trade. They have tri^ first one 'thing and then tbe 
other. 

15008. Q, Could you name me any country which is 
now a free trader except England? 


A. I do not think there is any important country 
which is a :^ee trader. 

15004. Q, England became a free trader after having 
been a protectionist for a long time, why do you 
then think that India should be singulp in this 
respect and should he a freetrader in spite of the 
experience she has already got of freetrade 
principles? 

A. England is much better off under free trade^ than 
she was under protection, and I believe India will be 
the same. The lower classes all over England were, 
in those days in a wretched state due to the high 
prices resulting from protection. They remained so all 
the first half of last century. Then England changed 
to free trade, and found it satisfactory. 

15005. Q, When did she change to free trade? ^ 

A. That I could not tell you hut believe it was the 
middle of last century, 

15006. Q, During all these years the other countries 
have known the experience of England as a free trade 
country, and yet they have not wholly adopted it 
up to now? How do you account for it? If it is so 
advantageous they would have adopted it. 

A. When you once adopt protection it is most diffi- 
cult to change it. You create vested interests, and 
it is almost impossible to break them. 

15007. Q, But England has done it and why should 
not others copy her example? 

A. Because Government are. afraid of the richer 
classes. 

15008. Q, At all events the fact remains that they 
have not done so. 

A. Yes. But I believe they would like to, 

15009. Q. What authority have you got to say so? 

A. My own belief only, 

15010. Mr. Naroiiam Moratjee. — Q, At the end of 
your answer to question 5 you sa;j “ It would tend to 
raise wages all round making ..India a dear 
country.” Take the case of England and America. 

Is England cheaper than America? 

A. Before the war England was a very cheap 
country to live in and America was a dear country. 

15011. Q. At present England is a very dear country. 

Is it not? 

A. But I believe it is still cheaper than America. 
15012. Q. But it is getting dear now? 

A. Yes. , 

15018. Q. In your next answer you say: What 
actually happens, however, is that the mp 

to himself “ why run the risk of rushing up n**w mills 
and douhlmjx output, thus incurring more risk in 
case protection now afforded might be taken off? Bo 
you know that in the past and at present there have 
been numerous difficulties in getting delivery of 
machinery? * ^ 

A. There is great difficulty at present. 

15014, Bo vou know some mills Rf'^ri^d i^ 
Madras hut had to wind nn af+erwards^ 

A, Thev could not get machinei-y 

1.5015. Not only that but prices wer* v^^r-^ 

A. Yes. 

15016. Q. That is one of the causes wbv in 

India are not extending their miPs. Wh'r should not 
thev make as much nrofit as they can? Pa-^ any- 
body miarantee wha?t are go'ng to be the p’*ofi+«j in 
future ? 

.4 <rucrantee. 

15017. Q Then are you quite right in savinsr whai 
you havA <nid? 

.4. T think I am quite right in sayins this. 

15018. Q. But people cannot get machinery? 

A. Tliat is a contributory cause, perhaps. But 
they also won’t run risks. 

15019. Q, You know the conditions here. The mill- 
oumers have to spend ^ a lot of money on housing, 
hospitals and other things. To build houses is not 
so cheap. The mill-owners have got to spend monev 
on these before getting machinery. 

A. Yes, but machinery is the principal thing. 
*15020. (?. In your paragraph 7 you say ** Each 
country has a certain amount of protection because 
foreign stuffs have to pay freight, etc., but it is ‘folse 
economy "60 try and make an artiefe. say, in India, 
when, owing to certain fa fifties, ohmaiFtd; etc., 
another country can manufacture it and ^land 
here cheaper 'than India can make it- Much Wter 
give ft np, buy tim cheap stti# "from 
country and'tnm local 
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profitable.” But why in England do they have a 
duty of 83'J per cent, on motor cars? 

A, From America? 

1505S1. Q, Even on cars from Italy, France, and 
Belgium. 

A. At the present time the world is so upset that • 
ybu simply have to get money by some means or 
other. 

15022. Q, But are they not trying to protect their 
own industries by levying such a heavy duty as 33J 
per cent.? 

A. I believe they are trying to a ceidjain extent. 
15023. Q. Will it be wrong for India to ask for pro- 
tection in certain cases? 

A. I tbirtk protection as a broad principle is wrong 
but with a time limit and to help promising industries 
it has its uses though I prefer subsidies. 

15024. Q. Why has England adopted that policy? 
Certain industries are clamouring for protection. 

If England gave protection to her industries, will 
it be wrong for other countries also to do the same? 

A. In England there are certain protectionists 
that always clamour for protection. And there are 
also freetraders* X am one of the free trade^ inter- 
ests. If the protectionist interests have their wav 
then protection comes in. But I do not believe in 
the principle any more than for India, although I 
admit that at certain times for special reasons for the 
time being protection may be resorted to. 

15025. Q. In your paragraph 10 you say that Indian 
labour is so coiUparatively cheap that even if the 
foreign standard of work cannot he reached this 
country should yet turn out goods as cheap ^ or 
cheaper than overseas competitors. Do you think 
that the Indian labour is cheaper than that of 
Japan? 

'A. I should think it is, but I do not know. 

15026. Q. At tbe end of your paragraph 10 you say 
that possibly an Indian Manchester may spring up^in 
India when the right spot suitable for such weaving 
is discovered. How ’ many years have yon been in 
India? . 

A. 27 years. 

15027. Q. You know India very well now? 

A. Some parts of India. 

15028* Q. Can they not find a suitable place in India 
for spinning five counts? 

A. It is possible that there might be suitable 
places in India. 

15029. Q. Is not too mueb humidity required for 
spinning and weaving fine counts iniurious to health? 
A. If humidification is necessary I believe it is. ' 
15030. Q, In vour paragraph 25 you say “The fair 
trade reply is that if she can do it econom’cally she 
. does it already or soon will do it, or at lea^t there 
is nothing to prevent her from doing it. and it onlv 
needs a little initiative, for with no freight or oiher 
transport charges to pay on the raw or manu- 
factured article she could entirely cut out the 
Euronean article and it would never get n chance 
of* selling.” The freight from England to India i<? 
cheaper -than bringing articles from Calcutta to 
Bombay bv rail, or it is practically the same. , 
That is the ^railway freight for a distance of 
about 1.500 miles is tbe same as tbe freisrht from 
$p^apd to India, a distance of about 5 000 miles. 
ttcmH yon think that the transport charges are 
verv heavy? , , . 

A. Thev are heavy. ‘ ^ 

15031. 0, Therefore you are not right in saving that 
with such transport charges we can manufacture 
our raw materials cheaper? 

^A. You must take each individual case. It mav at 
times. cut both ways, but on tbe whole I b^^Iieve the. 
item of freight is very much in favour of India. Take 
OottPn and Goal. Freight on cotton from the jrrowiiig 
districts in America to port of shift and then vid Eng- 
land to India^is a very. heavy item. Indian cotton to 
Bombav has in many cases not verv far ^ go and if 
It comes from a distant port* both it and coal can bo 
«ent by steamer from tbe nearest coast port. Steamer 
freight from Calcutta to Bombay is obtainable and you 
can fret freight much cheaper by steamer than by rail. 
15032. Q, But it takes more time? 

Yes. But time is not everything. 

^ V508^ O. In vour paragraph 42 vou sav that India 
fs a rnw-article-producing countrv. the world n'e^^ds her 
products and caiihot do without them. Do von 
tneap to say that India should always remain a 


country exporting raw materials and should not 
manufacture her own raw materials? 

A. You can manufacture them ’'if you can do so com- 
petitively, but I think there are so many manufacturing 
centres in the world at present that India would pro- 
bably make more out of selling tbe raw materials than 
by competing with the rest of tbe world in tbe manu- 
factured articles. 

15034. Q, You mean that she should pay double 
freight, sending the raw materials and getting back the* 
finished articles? 

A. I am in favour of trying to manufacture 
everything that she can produce cheaper than the 
imported articles, but I would not prohibit tbe 
raw materials going outside. 

15035. Sir Montagu Weth, — Q* You say that you 
are in favour of free trade. Would you explain to 
the Commission why you consider that free trade is ^ 
most suitable for India? 

A. Because India has a large population which 
is very poor. The great thing is to keep working ex- 
penses down and so to produce things cheaply. If 
India is a free trade country her working classes will 
get their requirements say, clothing, etc,, cheaply, as 
compefeition from outside will keep down cloth prices. 
This will tend to keep down wages as money will go 
further. This in turn cheapens labour and with cheap 
labour India can work into other industries by being 
able to sell at a competitive price. 

15036. Q. Your belief is that the policy of free trade 
keeps prices down and makes things cheap. Does 
it lead to goods being accumulated or profits earned 
more economically than a policv of protection? I 
want to get at the root of your belief. What is the 
root of your reason for free trade? You say that 
it would keep prices down and make things cheap. 
You think that itself is an advantage? 

A. Yes, especially in India where there is a big 
population of poor people. 

15037- Q. Why should protection put up wages? 

A. Protecliion in tbe cotton price trade has made 
cloth very much higher in price. Dlofeh is one princi- 
, pal article in tbe budget of tbe Indian poor and to 
meet it they will require to have more wages. If 
general cost of living rises and increased wages are 
given in one industrv then other industries will also 
have to give increased wages. 

15038. Q, Every one tries to get more wages. If 
indufeies lead to people getting more wages, is it hot 
advantageous to the people? 

A, They get more pay but if tbe price of their 
clothinsr goes up they are no better of! than before 
since tbev have to pav more for their cloth than 
before. If tbe price of cloth goes up bv Bs 2 then 
each man has to get Es. 2 more in wages to be in the 
same position. A man for instance, who works in an 
aluminium works will also have tp be given Es* 2, 
more for his clothing. Therefore other industries are, 
also afFected. Supnose the alnminiuTn industrv is a 
new industrv. it will be handicapped by the higher 
pH/’e of clothing. 

15039. Q, The operator gets an employment which 
otherwise he mav not get. Tf he grew more food it 
would be better instead of making cloth. But suppose 
that ho cannot grow more food. 

A. T«ke a new industry such as +he making of 
scan. The soap manufacturer would be able to 
make soap cheaner in this countrv if there was no 
protection on cloth, etc.; and his* men were, able to h.nv 
clothing ^ cheaper. It is tbe increased price . 

necessaries of life that is responsible for the “increase 
ift the cost* of production. 

. 15040. 0. What, do you think of tbe effect of the 
evnort dutv on Indian com'^odities? It is i^'kelv to 
raise prices? For instance, if you put a small export 
duty leather. 

A. The leather export trade can I believe, stand a 
small export ^dut-v without iniurin® tn its volume 
beeau.se there is a big demand for Indi**^ leather which " 
cannot be supplied from elsewhere. Tlie buver nays 
the duty so far the duty has not reduced the trade/ 

15041. O. A few minutes ago we were told that the 
fWort duty on hides and skins had ruined the industry 
ai^d vou sav th:it the export duty has not had any 
effect st all? * / " 

A. It has not affected it much, if at ,all. / ' v 

15042. 0. We have been told that manv rich mer* 
chants went bankrupt because of this export duty? 
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A, it iias not affected the industry in tliat way, 

15043. Q. You don’t think that the duty has had any 
efEect at all. 

A. I am not a hides merchant myself, but I con- 
sulted my hides man. He tells me that the trade can 
stand it and it has not afeoted business. 

15044. Q. There is only one other question which I 
should like to ask in connection with the debtor and 
creditor country to clear up a little misunderstanding. 

I understand that you use the words creditor country 
meaning the country which receives precious metals. 

Is that your idea? 

A. It has^^someching at his credit, something to get 
because the balance of trade is in its favour. If you 
export more than you import, there is a balance of 
trade, ue,, in money you receive and you can take 
that money in the way of precious metals or in any 
form you like, the balance of trade is in your favour. 

16045. Q. If you put it that way, the balance of 
trade is in favour of India on the whole. 

A> Y^es 

15046. That might go to pay of the debt which 
the President spoke to you about. 

A^ Quite so. 

15047. <2. Regarding India as a creditor country 
receiving precious metals you quote the extract from 
the Times as evidence that in the circumstances India 
would tend naturally to be a free trade country. 

A. Y^es. 

1^48. Mr. Seshagivi Ayyar.^-^-Q. In answer to a 
question just now put to you you said that there is a 
very large population in this country, that they are 
very poor and that therefore they must have cheap 
prices to enable them to get their commodities. 

A. Yes. 

15049. Q. That is why you advocate free trade, 

A. Yes. I think that free trade is good for the coun- 
try as a whole. I think that it tends to increase the 
trade generally. " 

15050. Q. What I was going to ask you was this. 
Won’t you do something to remove this poverty rathei 
than make these people get cheaper commodities? 

A. I would like to do both. 

15051. Q. Would not the starting of industries mder 
protection have the efect of* removing proverty? 

A. If new industries are likely to remove the poverty 
of the people, I am entirely in favour of them but 
under fixed protective tarif 1 doubt if they would, 
15052, Q. If protection has the efiect of starting new 
industries, it would conserve the wealth of the country. 

A. I recommend temporary subsidies in place of 
protection, 

15053. Q. Why are you so partial to Subsidy which 
means that you, have to take aw^ay from the revenue of 
the country and use it for the benefit , of the particular 
trade. Subsidy is a very bad form of protection. In 
that case the general tax-payers have to suf er, 

A. Protection makes ail the people, pay too. 

15054. Q. Why are you in favour of subsidy? 

A. Subsidy would be cheaper to the country. In the 
case of subsidies, you only contribute to half a dozen 
works or so instead of to all and the people could buy 
at the old cheapest competitive rate available. 

15055. Q. lust look at it from this point of view, 
whereas a subsidy takes away the money of the tax- 
payers of the country, protection brings to us some 
money feom outside. Is it not the difierence between 
the two? 

A. 1 say that if you impose protection everybody in 
the whole country has to pay for it. The poor people 
would have to pay higher prices. 

16056. Q. You were in favour of some kind of pro- 
tection. My point was this. As between subsidy and 
the protective duty, subsidy is w^orse as against the 
people and protection would be better in their interests. 

A, I don’t say that I would have protection. I only 
prefer subsidy to protective duty. 

15067. Q. I can’t agree with you and so I am not 
going to pursue the matter any further. 

150^. Q. You say that “ theoretically I prefer 
increase in direct taxation and the income tax and 
lioiise* tai are the fairest methods of all.*’ I am a 
“Sadras. * ‘ - 

A. So am I. * • j 

.15069. 13 • What ihtefest do you get from the house 
propertyf • ■ 

‘-il. -About 3 to 4 per hent. 


15060. Q. Why do you advocate an increase in the 
house* tax when the property does not pay you more 
than 3 to 4 per cent.? 

A. Everybody has to bear a little bit. 

15061. <8. Is it easier to collect? 

A, Import duty is easier to collect. House tax also 
is fairly easy in a way. 

16062. Q. If you put a further tax, the property 
■would not give you much. 

A. The tenant will pay it. 

15063. Q. Deducting the income tax, municipal tax 
I am perfectly justified in saying that the house does 
not bring you more than 3 to 4 per cent, and if you 
put a direct tax, you won’t get more than 2 per cent. 

Is that a thing which would commend itself to any- 
body? 

A. Put up the rents. 

16064. Q. You cannot get very many persons capable 
of paying the increased rents. 

A. I built my house myself and it perhaps, cost more 
than was necessary, so it gives me a poor return but 
I think buying a house used to pay in the old days 
even on a moderate rent. At the present time, it 
does not pay because people pay such ridiculous prices 
for land and landed property that an impossible rent 
would be necessary to give a fair return. Property 
prices must come down or one must be content with 
smaller houses. 

15065. Q. We in Madras are a poor class of people 
and you cannot get very many persons who would pay 
Rs. 200 a month. Men of very high position like a 
Member of Council or a Judge of the Bdgh Court 
would pay only Rs. 200 and there are not very many 
of that sort. If you have got a big house in Calcutta^ 
you may get more rent and therefore if you advocate 
speaking for Madras, it is an almost impossible sug- 
gestion to make. 

A. If you increase house tax and reduce import duty 
to same extent the result is the same, you and I both 
pay import duty, but many others are scarcely afiected 
by it— House taxation has a much wider &ect and 
catches everybody. * 

15066. Q. There is Only one other matter, that is 
about the agricultural income. You know the incidence 
of taxation upon the land in this Presidency. It is 
the heaviest of all the Presidencies. 

.4. I am talking of India generally. 

15067. Q. Speaking of Madra^, there is a great 
outcry against any increase in the t^ataon of agxioul* 
tural income. 

A, I only say that big fishes should not escape the net. 
16068, Mr. In answer to Question Ho. 6 

you say that the past policy of the Goveimneiit of 
India has not materially benefited Ixidian Industries. 
You admit that. 

A. ^ per cent, was not very mubh one way or the 
other. 

15069. Q. Since you admit that the people of India ^ 
are very poor, you also admit that the past policy has ' 
neither relieved the people of their poverty nor has it 
benefited the industries but still you like to have the 
same policy and you won*t tolerate any departure from 
this policy. 

.*1. As far as tariff duty is concerned, it has not made 
much difference and I prefer to go on in that way, 
though it has not benefited, it has not done much 
harm. 

15070. Q. You say that during the war Indian mills 
made good profits. 

• .4. Yes. 

15071. Q, Did not the Manchester mills make good 
profits? 

A. Yes, very good profits, 

15072. Q. Then what reason have you to say that 
Indian mills got protection to the extent of 50 per 
cent, though there was a duty of only 4 per cent, in 
favour of Indian mills? 

A. The Lancashire prices were high because of 
excessive war charges, in England, wages, freights, 
insurance, etc., and the Indian mills followed up the 
Manchester prices and made huge profife. High 
Lancashire prices, whatever 'the cause even if it was 
due* to excess profits to Lancashire was protecMon to 
the Indian -mills and they took full advanta^' of it. 

15073. Q, Do you mean to say that Manchester *n^ls 
made less profits than lndian Mills? . ^ 

A. Yes.* . \ 

15074. Q, I think ’that it 
rniUs were making as money as Indian 

‘t£ 
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A. Hiancashire was paying much more than Indian 
mills were as pi action was against her many risks. 

15075. Q, Indian mills also uere paying for the raw 
cotton very much higher prices. 

A* ies, but India could iiavb sold much cheaper than 
she did but took advantage of the Manchester prices. 
15076. Q. Manchester also could have sold cheaper. 

A "X es» 

15077. <3. It is the law of demand and supply that 
when there is scarcity everybody would like to increase 
their price. 

A, Xes. 

15078. Q. But you have only accused the Indian 
mills. 

A. I will accuse them both if you like but Lancashire 
took very many more risks which needed paying^ for. 

15079. Q, Xou charge Indian mills for the riots in 
Southern India. 

1 do. I consider Indian^milis could have sold 
much cheaper but they made extra profits as business 
men usually do when protection gives them the 
opportunities. 

15080. (J. In spite of that why are the people of 
Southern India inclined to use Indian mill-made 
goods ? 

A* It is partly a matter of price and there is a good 
deal in the boycott movement, but the people are also 
using Lancasiure goods, 

15081. Q, You admit that the mills made profit 
during the war and - that the mills extended their 
businesses as rapidly as they could. You have admit- 
ted that tooi 
A, Yes, I said so. 

15082. <3.* Are you aware that up to this clay the 
mill-owners in some cases' are extending their mills 
and in some .cases they are buiiding new mills? 

A. Yes. 

15083. Q, What reason have you to say that if pro- 
tection is adopted in this country the mill-owner 
instead of extending his business wiE just sit quiet 
and raise the prices? '^ou have yourself admitted that 
the mUl-tOwners have extended their business and stiE 
are extending. 

A, They are still extending but I think that they have 
not done as much as they could. The price of fitting 
up is so high that they do not want to take risks. 

15084. Q. If they cannot get the machinery it is not 
their fault. They have not combined themselves to 
raise the prices and to' start new mills. 

d. They have perhaps, not actually combined but 
they ask high prices because they can get them. In 
such a position combination is unnecessary. 

15085. If you have got 200 bales and if there are 
buyers for 300 bales, in that ease would you like to 
reduce the price? 

A, Ko. — ^I should put it up if possible. 

15086. Q, Apuming even there is combination 
among the mEl-owners that they won’t extend their 
business but rather would stick to their original 
business and keep the prices well up, don’t you think 
that new enterprising firms wiU oomo into the field 
and will start building new miEs. 

A. They wdll. 

15087. < 3 . WiU that again not bring down the prices 
on' account of internal competition? 

It''’'WiE, but it' could be done much faster. 

1^88. Q. When the miE-owners find that new men 
are coming into 'the .#.eld, Won’t they rush up to build 
new miEs? • _ ' ^ ♦ 

A. W^hen new people come into the field, they inay 
be forced. - ' ~ . ■ ' • ' 

15089- Q, Therefore there is no reason to think that 
&ey wiE not build new mills. 

A. They wiE. build when it suits them. 

15090. Q, You have yourself admitted that they have 
extended their businesses during the war and on 'ac- 
count of scarcity of machinery they were not able to 
extend as ^ fast as ^ssiblc. 

A- Under protection they won’t go to the length they 
would otherwise do. 

15091. Mr. Jamnadas Dwarjeadas. — Q, Just before 
T start with the questions, I should Eke to know in 
what business you aye interested in? I think import of 
piece^ode? ’ 

A. Tes, also sundry goods, yams, etc. 

15092.^ O’, Your' business is that of an importer- 
A- Chi^y 1 afii an importer. My original business 
is piecegoods? ^ 


15093. <3* Are the goods all local gpods? 

A. Chiefiy English and foreign goods but I try to 
sell Indian goods too. 

15094. Q, i>Ipw will you kindly turn to your answer 
to (Question No. 5. Before 1916 you had 3J per cent, 
import duty on foreign manufactures and you had a 
countervailing excise duty of 3^ on home made goods 
and that you say was an equitable arrangement. 

A. Yes. 

15095^. Q. I put it to you thus. So far as Indian 
cotton industry w^as concerned, was it not in a nascent 
state? , 

A. I think that they had got beyond that. 

15096. Q, I am talking of 1891 to 1893 when these 
import and excise duties w^orc levied. At that time 
you wiE admit that the Indian industry was in an 
infant state? 

A. Yes. 

16097. Q. Was not that a distinct disadvantage to 
India to compete with an industry which had already 
made very great progress. 

A. Yes. I admit that .England had treated India 
badly in many ways. 

15098. Q. Then you go on to the year 1916 when the 
4 per cent, duty was put on for revenue purposes and 
then you trace the evil effect of this increase of 4 per 
cent., so much so that the consumer, you say, had to 
pay a Ettle more than 50 per cent, of the article. 

A. That was the war effect. 

15099, Q. You say that Lancashire was penalised to 
the extent of 4 per cent. 

. A. Yes. 

15100. <3‘ And the effect of it was it raised prices in 
India, so much so that the consumer had to pay 50 per 
c«nt. more for the article. 

A, I used the expression 50 per cent, figuratively to 
indicate a large increase; it must not be taken as an 
exact percentage. It was the war, not the 4 per cent, 
against Lancashire that sent up prices 50 per cent, and 
enabled Indian miEs to do likewise, 

15101, Q, You admit that the rise in prices was due 
to the abnormal circumstances of the war and not to 
the imposition of the 4 per cent. duty. 

A. If there had been no war, the prices would have 
been only raised by 4 per- cent 

15102, Q. But then there was war. 

A. Yes. 

15103, Q* The 50 per cent, increase in price was 
due to the abnormal circumstances of the war? 

A. Yes. 

15104. Q, It could not be that because 4 per cent, 
were added the prices had gone up by 50 per cent. 

A. It was contributory. 

15105. Q. Let me put to you a hypothetical caSe. 
If India had not been made to suffer and had not had 
the distinct disadvantage of competing with an indus- 
try which had already made very great progress with 
this 3J per cent, duty on imported cloth and 3^ per 
cent. countervaEing excise duty, don’t you think that 
the result of it would have been a greater number of 
mills in India and a faster growth of industries in 
India? 

A. To some extent but not very much. 

15106. Q, It would have given some encourage- 
ment? 

A. It would have had a tendency that way. 

15lD7, Q. The result of that w^ould have been there 
would have been less scarcity than what had actually 
happened during the war. 

A. You cannot say how much tbis per cent, .would 
have done. It is p.rDblematical, - - 

15108. Q, In that case, the Indian Cjorfflfelfier would 
not have suffered so much. " ” ^ 

A. Again problematical. It would depend on what 
profit the m'Elowner was content with. 

15109. Q, If you admit' this, how do you argue that 
if ^ a policy of protection were adopted and the duty 
raised to 11 per cent. India would really suffer and the 
prices wcmld grow up. I should like to be enlightened 
on this poinL 

A. This extra 7^ per cent. wiE be a profit to the 
capitalists, protection would enable him to' increase hfa 
prices and it would be paid*by the poor masses, 

15110. Q. You yourself admit that if the advantage 
were given to India, it would have the de^e to 
aicourage Indian industries and thus removl’ "^e 
scarcity. * - > 
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A, Yes, temporary help to ixifaiit mdusferies. 
lolll.' Q. How then would* it be a disadvantage? 
How would it raise prices? 

A. If more mills are built, there is no need for it. 
15112. Q, There is another argument. You haTC 
been pointing out the evil efiEects of the rise in the 
percentage of import duty. That is another argument : 
in your opinion because cotton industry has reached 
an adult stage, you would not recommend protection. 

A. Yes. 

15113. Q, I shall for the momenji admit that is so, 
but there are indui^itries you will admit which have not 
reached the adult stage. In those cases would you 
reconomend an import duty? 

A. I would recommend help. 1 prefer subsidy to 
import duty. . ^ 

15114, Q, Leave aside the guestion of import duty. 
You would recommend protection. 

A» 1 would recommend help which means protection. 
15115. Q» In your answer to Question No. 5 you say ; 

** Regarding the continuance of the 11 per cent, tariff 
which may be considered a fairly protective one, I feel, 
for established industries, it would be injurious to 
India. It would tend to raise Wuges all round, making 
India a dear country, and would militate against the 
chance of fresh industries being started.” Just above 
thiq you say that the mill-owners made enormous profits 
and the profits did not go mto the pockets of the 
labourers. If as you say the effect of it would be to 
raise wages, why should you make a grievance of it? 

A, The same causes that would tend to raise wages 
would raise prices and the labourers would not be better 
ofi. The Indian labourer is now living on a low scale at 
present. If his wages go up the prices also will go uj 
and he would not be better off. 

ISllfi. Q. If wages go up the standard of comfort 
of the labourers would be higher. 

*4. Not if prices go up. 

15117. Q, You say : “ It w^ould tend to raise wages 
all .round making India a dear country, and would 
militate against the chance of fresh industries being 
started.' ’ 

. A, If a new industry has to pay Rs, 2 more wages 
per nxan, I say it is a handicap to that industry. 

15118, You yourself say that the existing indus- 
tries bring more money to the capitalists. That should 
stimulate the starting of new industries. 

A* Well, it may or may not. 

15119. Q- If capital is concentrated in the hands of 
, a few, would it not have the efiect of starting new 
industries. Has not this been the case in other parts 
of the world? 

A. It does not follow that it would be the ease in a 
poor country like India. 

15120. Q, You think a policy of protection would 
make , life more expensive for the poor man? 
i4. I do. 

15121. In answer to Question No. 25, you say ; 
** Protection isi^duld put up the price of India's raw 
products due to rise in cost of living; and also of its~ 
manufactured articles, as a protected country is always 
a dear country.” Will you please explain how the 
price of raw products would go up? 

A, If you have to pay your agricultural labourer Rs. 2 
more to cultivate your land, naturally the cost of pro-* 
du clng raw materials would be higher. 

T5I22/ Q, Do you know that 80 per cent, of the popu- 
la€on of India depend upon agriculture at present? 

A, I do not know the percentage, but a large portion 
do depend upon it-. 

15123. Q. If the price of raw' materials go up who 
will ^t tlie benefit? Is it not the cultivator? 

4. xes, the man who cultivates if he can sell at ,a 
price to cover additional labour charge and get a little 
extra' for himself. 

15124. Q, And 'a large proportion of the population 
of India belongs to the cultivating class, 

'A, But suppose they are competing with .some one 
else whose cost of labour has not been forced up by 
protection? When they have got to compete with such 
they may not be able to get more than before. 

15125. We are not importing raw materials. 

-4. He'naay. not get more for the rawr materials he 
exports. 

>15126. Q. Then you go ''back dn yoin statement that 
there will be a rise in the price' of raw materialfi? 

>4. Yes, in cost pric^ and 'he Wbxild try to put up his 


sale price correspondingly, but if he could nut do so iii 
competition, he must sell it for less, 

15127, Q, Sir Manechjee Dadahhoy, — ^Mr. Leech, you 
have raised some very interesting and extraordinarily 
controversial points in your written statement and 1 
should have liked very much to have discussed that 
fully with jou, but imfortunately I cannot have that 
pleasure because the time is short. 

15128. §. As I understand your first paragraph, you 
are not against protection. You W'ant to support new 
industries that have a good chance of becoming self- 
supporting and your form of support will preferably be 
subsidies, knowledge and information. 

A. 1 should prefer it to the tariff. 

15129. Q, You advocate protection against dumping. 

A. That is what I call fair trade, 

15130. Q, In short, in a measure you support the 
protective theory. You are in favour of extending 
legitimate protection? 

A. Yes. 

15131. Q. Now, in answer to Sir Montagu Webb’s 
question you seemed to be supporting the free trade 
doctrine. It is more fashionable now-a-days to be a 
free trader than a protectionist, but apart from that you 
seem to be supporting free trade because it would keep 
down prices. Let us develop this point a little. You 
will admit that a nation’s position as well as that of an 
individual is to be reckoned by wealth. 

A, I think it is. 

15132. Q, And every nation, not unlike an indivi- 
dual, endeavours to better its position by accumulation 
of wealth? 

A. Yes. 

15133, Q. And wealth means prosperity? 

A. Prosperity does not mean capital in a few hands. 
Everybody in a country is said to be in a prosperous 
position when the capital in the country is well 
distributed. ^ 

15134. Q, Then, wealth means in other words, in- 
crease of wages. You cannot have wealth if there is 
no increase in wages, 

A. If you can make the cost of living cheaper in the 
country? 

15135. Q, In order to get wealth you must accumulate 
money and how can you accumulate money unless you 
have increased w^ages or salaries? 

4. You might accumulate wealth by getiing things 
cheaper. 

15136. Q, If you want to amass money you must^ 
have good wages, and good wages means a margin" 
over your necessaries of life. So if you keep the prioes 
down, you say you keep the wages down. If you keep 
the wages down how can you get a surplus weslth? 

4. If one gets 50 shillings and has got to pay 45 
shillings lor his living, and another man gets 25 shillings 
and has to pay 20 shillings for his living, the margin is 
the same, 5 shillings in both the cases. The man who 
lives on 20 because he resides in a cheap country can 
afiord to sell at 25 and make a profit but if in competi- * 
tion with the 40 man he can sell at 40 and still under 
cut him he gets surplus wealth. • 

15137. Q. I! prices are high, if a manufacturer or 
labourer gets good value for his article or for his labour, 
it will aggrandise wealth. So I cannot xmderstand your 
doctrine. Sir Montagu Wchh * — ^Prices are cheaper in 
India than in England. 

15138. Q. If there was not a margin in England 
betweffla, the cost of living and the wages, England 
could not have built up its w’ealth. 

15189. Q. You cannot get that margin if you keep 
youn prices down. 

4. If you get prices down? 

15140. Q, You have been a little unkind to the Bom- 
bay mill industry. There is a very extraordinary 
passage in your statement: The mill-owner says to 
hims^f “ why run the risk of rushing up new mills and 
doubling output, thus incurring more risk in ease pro- 
tection now afforded might be taken off? Much better ^ 
increase mills slowly, share the business with Maueke^ 
ter, and charge much above cost price, basing - 

of Lancashire prices plus duty. This gives, without. risk 
the same profits as if the output were -doubled**’^ You: 
say. In other words, thsi there is > 
spiracy or a combination on the p^ 
to keep the present by not 
What IS your jusrificafeo® for 
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i. Any one in the Same position would rea^n that 
way in these uncertain times. I only put up a 

^^6141^^ Have you got any special information for 
-this indictment? It is a serious indiotm^t against 
them. You charge them that they are deliberately 
not increasing their mills to keep up these artificial 
profits in combination with Manchester. 

A, I do not say that there is a conspiracy. But that 
is what every roili-owner would say to himself. 

15142. Q, mat is your ground for it? 

A. That is what I should do myself. I nave no 
authority. 

1514B. Q. Let me teU you on the other hand that 
your statement is wholly incorrect. On the other hand> 
most of the mills in Bombay have gone in for exten- 
sion. '22 new yy^ills were floated; 8 or 9 of them are 
under construction and the others have kept their 
construction in abeyance because they could not get 
macMnery. 


A. I kuow teat tbere are mills gmng up. tmfc tiie 
tendency will be what. I have described, 

15144T President. — ^If he has no authority for it, 

leave him at that. ^ ^ t 

15145. Sir Manechpe Dadahhpy. — Q. In paragraph 
2 of your answer to Question No. 1* you say jxi 
other w^ords the masses pay more than is necessa^ tor 
their wants and the excess paid goes to enrich the 
capitaHst. This is the disadvantage of f 

against direct taxation.’* To my toowledge t^ ^es 
not always happen. Some part of the duty is 
paid by the foreign exporter, as he is anxious not to 
lose his market. 

.A. You mean the English exporter? 

15146. Q. Yes. In order to keep his market he 
would reduce his profits. 

A. It depends upon the prices. If he meets with 
equal prices here, he would try to reduce it, but 7-J- per 
cent, advantage always leaves a big chance of margin 
to the Indian mill-owner, this is paid by the poor 
mstiSses. 


Witness No. 101. 


^fhe Mysore Chamber of Commerce, Bangabre, 
Written statement, dated the 23th Janiary 1922. 


GENEBAL. 


15147. Q. 1. Generally I favour a poHoy of free 
trade, but in its application to India, just at present, 
it is in need of a slight modification. Even those 
countries which once favoured a policy of free trade 
are now compelled by conditions resuLting foom the 
effects of the war, and the post-war economic condi- 
tibns to adjust their tariff policy to suit the changed 
^ circumstances. 

I have no objection to the existence of a Customs 
tariff for revenue purposes. 

151^. Q. 2. The scope of direct taxation is limited 
at present and with the likelihood of the present 
’material condition of the people improving, their capa- 
city to bear additional dhect taxes would be bettered. 
For the time being it is however advisable to rely on 
an increase in the customs tariff for any extra revenue 
required by Government. 

15149. 3. The number of articles taxed should be 

as few as possible and they should also be in greab 
demand by ^e population. The rate of taxation should 
be so low as not to affect the consumption of the 
articles taxed. , 

1515Q. 4. I am in favour of a contmuance of the 

' pr^ent tariff slightly modified in some directions felt 
necessary; a tariff for revenue purposes if carefully 
devised would yield a large revenue, and at the same 
*time< protect a few selected industries. In such a 
scheme the taxes would fall only on a few articles con- 
sumed by all classes of the population. There is 
nothing inconsistent if a tariff for revenue purposes^ is 
so frmned as to afford protection to certain industries 
as the manufacture of cotton goods and yarn, sugar, 
ifdfc"bi52 ^ 

~ 15151, Q, 5. The present tariff excise pohoy mfiuenc- 
ed as it has been by poli^cal considerations, is one of 
the causes that has retarded the progress of some 
Indian industries. These 'would -have attained consi- 
derable' development if they had not been subjected to 
the adverse effects of an unfettered foreign oompeti- 
ticm. 

When all the civilised countries of the world are 
vigorously pursuing a policy of reconstruetion, it is but 
right that India Siould take stock of her goods and 
formulate a pohoy which would ensure her further pro- 
gress in th^ future.. Such a policy at the outset should 
cause as little inconvenience as possible. A policy of 
an unrestricted import trade into India with countries 
having a protective barrier against foreign competition, 
win in the long run be injurious to our country, ♦ 

15152. Q. 6. & 7. There is no objection in theory 
to &e levy of an excise duty when the tariff in force 
is for rev 4 |^ue only. iWhen it assum^ s protectionist 
character, excise duties should not be imposed on those 
arricles used as raw materials in the industries so 
protected. 


16153. 0. 8. Excise duties cannot be imposed wBh- 
out raising the prices charged to the consumers.^ But 
it is difficult to tell whether the extot of rise m 
nrice would bear any definite relation to the amount 
of duty paid. It is quite possible that m the 
some articles, a portion of the 

by the producer without bemg shifted on to the 

^^15154. b. 9. The present undeveloped economic con- 
dition of Mdia does not guarantee that by 
a purely protective policy all of a sudden, many mdu^ 
tries would come inlo bping and steadily develop from 
Year to year without causing any serious dislocation 
In tho pmsent methods of production. It is there^e 
submitted that a revenue tariff, modified to some 
extent, w^ould be conducive to the best mterests of 

“iMrY l“ tot 

completely mdependent of other oountnes mte regard 
to manymaaufaotoed goods. 

15156! Q. 11. Protective duties 


i.olob. U. JLJ.. iriutitiuuivo VLU.UAWW t , *1 

only a few manufactured goods. The 

tri^ requiring protection should be oarefuUj sele«^. 

15157? Q. 12. Textile industry and the n^ufactoe 
oi sut^ar are in need of immediate proteotxcm. The 
.viaiTt “principles to be considered are the esast^oe, of 

reouired bv the industnos protected, the gft ot a 
special aptftude by the people, the nature of &e wants 
to be supplied and the possibility of substitutes, etc. 

15158? 13. The preS^snt state of developm^t of 

the country retiuires us to be cptious ® 
ventures to establish industries m ^a. ^e 

industries to be proteoted should at be prop^ 

SS ^ only those industries which can b^efit 
bv such moffin should be selected. Every State 
SLSSes^tet uLessity of fost^ 
cm which, ptoarily depend, the wdl-being of the 

masses and its own safety. 

1S159. 0. 14. I am inclined to a pcflrey <« modmea 
free trade! I do not seek protecrion for su* 
tries as cannot do withoirb it after a ptMonbed period 
cd time. The industries- which require o(mtinuous 
assistance do not deserve any enoouragem^t 
hands. Nor is there suffioi^t jiBtifioation to saci ^ee 
the interests of the general public for the artifioial 
■prosperity of a particular class _ of producers.^ 

15160 0 15. The grant of bounties, subsidies, eto'., 
only tend to create internal trouble. If the 
ooimtries resort to a policy of dumping with -a view 
to capture our home market we can Irustiate then 
attempts by using a retaliatory tariff. - ... 

.5 p i. ^ 
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doubt that with the introduction of the improved 
appliances for labour saving and a .suitable organisa- 
tion for the sale of manufactured goods and the 
development of banking facilities in rural areas, it is 
capable of considerable expansion. 

15162. Q. 17. There is no prospect of combinations 
of protected manufactures coming into existence in 
the^ near future. If however, such are formed and 
begin to work against the real interests of the people, 
they can easily be brought imder control by the enlight- 
ened public opinion and suitable legislation. 

15163. Q, 18. If foreign firms come into and settle 
in the coimtry to cai^ on their business, there are 
many directions in which they can be of real use to us 
such as by training our men, creating a home 
market -for our raw materials, etc. They need not be 
viewed with any suspicion so long as they do not tend 
to create for themselves a monopolist position in the 
country in a way opposed to the real interests of the 
country. If they degenerate into oppressive combina- 
tions then legislation and public opinion would bring 
them under control. 

15164. Q, 39. As the tariff policy, I advocate, *s 
based on revenue, as well as to a limited extent on 
protective considerations, and as the industries to be 
protected are well chosen, I do not expect that there 
would be such a serious cleav^e between the several 
classes of producers of raw materials as cannot be 
adjusted by mutual good wdll and proper understand- 
ing. 

15165. Q, 20. Generally the incidence of customs 
duties on articles imported from abroad, falls on the 
consumers. This proposition requires to he qualified 
by such considerations as the nature bf the goods 
imported and of the wants satisfied by them, the 
possibility of substitutes, etc. It is verv difficult to 
determine in practice the portion of the burden borne 
by the consumer in the importing country and the 
portion borne by the producer in the ’ exporting 
country. 

15166. Q, 21. Even a revenue tariff will contribute 
in its own way to a rise in prices of the commodities 
taxed. In the case of a protective tariff the rise in 
prices would be more marked. As /the tariff advocate 
is not purely a protective one, I do not think there 
would be a serious rise in the^ prices of all commodities 
at the same moment'. 

15167. Q, 22. The consumers will have to make a 
temporarv sacrifice by paying higher prices and this 
is unavoidable. • • ^ 

15168. 23. The necessaries of life are those which 

go to satisfy the primary wants of man. If the pro. 
tected article is in gre'at demand by all classes of the 
population, - any rise in its price resulting from the 
import duty w^ould be temporarv and as time goes 
on there would be a tendency for a fall in the price, 

15169. Q, 24. The rise in the cost of livinsr would 
affeqt the different classes of population in different 
ways. The wages of the urban labourers will soon so 
np in resnonse to the rise in the cost of living. In 
the case of the rural wase earners it would take some 
time before the increased cost of living would bring 
about a rise in their wages. The middle classes how- 
ever would be put to great hardship as the income 
they get is governed by various considerations, 

- 15170. Q, 25. Protective deities tend to reduce th^ 
total vohime of trade. When imports are checked, 
exports also fall off thoufirh pot to the same extent. 
The politicjftl dependence of India reouires her to make 
some payments everv vear in England and for this 
pumose ’ a. favourable balance of trade is desirable. 
Again, India is exporting every year large ^quantities 
of raw materials after meeting her domestic reouire- 
ments. As manv Western countries chiefiv engaged m 
industries cannot do without these raw materials^ md 
m India alone can produce them in larare quantities, 
we need not he alarmed by anv serious shrinkage in the 
volume of trade due to protection offered to a few well 
selected industries. 

^ 16171. (J. 26 ^ 27." "Reciprocal tariff partakes of the 
nature of a bargain. To conclude a ptisfactory bar- 
gain both the parties should be on a footing of 
equalitv. If India enjovs greater freedoin she can 
conclude treaties with various foreign countries to her 
hiisi advantage. In the absence of such freedom the 
of a rediproeal tariff cannot be of much’ 


advantage to 'India. Another factor necessary to 
devise a reciprocal tariff is the possession of a sound 
knowledge of conditions prevailing in foreign countries 
with regard to each industry and trade in which India 
is interested. It will take time and require a costly 
organisation to conduct such enquiries and collect the 
necessary information. 

15172. 28. As a reciprocal tariff implies a keen 

bargaining and also a disposition to grant concessions 
to foreign countries whenever desirable, the tariff will 
have to be more detailed than at present if it ia to 
lend itself to be used to promote the best interests 
of India. 

15173, Q, 29. It is a matter to be disposed of by 
the administrative authorities. A Committee consist- 
ing of members of the Indian Legislature, technical 
experts and persons interested in several trades and 
bankers should be constituted to advise the Govern- 
ment in the matter. The services of the provincifid 
Directors of Industries and Commerce may also be 
availed of. The existing Commercial Intelligence 
Department should be reorganised to make it more 
useful to the people. Investigation of the claims of 
industries seeking protection, may he left in the hands 
of the Provincial Directors of Industries who should 
work under the supervision of the Government of 
India. 

15174. Q. 30, Export duties are generally for the 
purposes of raising revenue. Raw materials constitute 
the bulk of the Indian export trade. When it is fear- 
ed that the raw materials required by the protected 
Indian industries or for the well-being of the masses, 
are being exported out of the country in sucK large 
quantities as to bring about a rise in the prices, to be 
paid by the Indian consumers of these articles, export 
duties may be used to regulate the foreign trade in 
the best interests of the country. 

15175. Q, 31. If export duties are levied on those 
articles, as tea, jute, etc., in the production of which, 
India enjoys some advantageous monopoly, the burden 
of these duties really fall on* the foreign consumers. 
As most of the raw materials exported are 
required by the foreign countries for their industries, 
it is not likely that the imposition of low duties will 
reduce the export trade of the coimtry, 

% 

15176. Q. 32. It is advisable to use export duties' 
for purposes of retaining in the countiy such articles 
as are necessary for Indian industries, or for the well- 
being of masses as in the case of some foodstiiffs, 
when it is ascertained that their supply is insufficient 
to meet the requirements of the country- If it is 
desired to retain them in the country, with a^view to 
make them available at low prices to the Indian con- 
sumers. the interests of the agricultural classes engag 
ed in the nroduction of these articles will have been 
unnecessarilv sacrified and there would also be no 
guarantee that all the surplus raw materials now 
exported to foreign countries, would find a market in 
India, without being prejuclicial to the interests of the 
agricultural classes, t.e., rice, wheat, jute, cotton, silk, 
oil-seeds, hides and skins, forest products, minerals, 
etc. 

15177. Q. 33. When the prices nf all the com- 
modities are going up it is not right to bring abmit 
artificial! V a fall in the prices of foodstuffs bv lowing 
export duties as the agricultural classes engaged in 
growing foodstuffs ror^eive low prices for their output 
but have to pav higher prices in their capacity as 
consumers of other goods. Any rise in the cost of 
living ia accomnanied hv a rise in the o-F 

living which would result in increased effieiencv 
When the rise in prices is due to so manv factors 
widely differing from one, another, it is undesirable to 
select one of the factors from among the several and 
to check its free^play until we are sure of the results 
we intend producing by such interference. 

15178. 0- 34. As export duties cannot be used for 
purposes of retaliation it is likely that serious harm 
mav be caused to the country taking recouilse to suoo 
duties for retaliation. 

In conclusion, I nropose that some nortion of 
customs, etc,, coatributed by tfaa Native Stet^js to- 
directly should be given to the respective. 

States, ' 
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Messrs. B. y. K. aAEUDAOHABI and S. G. SASTRY* 


Oral evidence, dated Madras* 

15179. President, — Q, Gentlemen, yon are represen- 
tatives of the Mysore Chamber of Commerce? 

A, Yes. 

15180. Q, Your members are interested in trade or 
industries ? 

A. Both trade and industries. 

15181. Q, Principally industries? 

A. Just noV they have developed the industrial side, 
but all these days they were interested only in trade. 
^15182. <2. You say. “you favour a policy of free 
trade, but in its application to India, just at present, 
it is in need of a slight modification.’* Will you 
please explain what you mean? 

A, 1 am not in favour of complete free trade just 
at present, but I want complete free trade in course 
of time. 

1518S. Q, At what stage? 

A, When we are in a posifeion to compete with 
other people. 

15184. Q. That is to say, when India can sucessfuHy 
compete with others in manufacturing industries, then 
you wpuld advocate free trade? 

A. Yes. 

15185. Q. And during the interval you would advo- 
(Jate protection? 

A, Yes, 

16186. Q, In your answer to Question No. 5 you say 
that ** The present tariff policy has been influenced 
by political considerations.” WiH you please explain 
what you mean? 

A, i mean the political agitation carried on by the 
Manchester and Lancashire people which influences 
the British, Parliament. This is hampering our trade 
and industries. 

15187. Q, You mean the British Parliament which 
has been controlling our fiscal policy has been influenc- 
ed by British manufacturers? 

A. Yes. 

15188. Q, In answer to Question No. 18 you say: 

“ They (foreign firms) need not be viewed ’with any 
suspicion so long as they do not tend to create for 
themselves a monopolist position in the coxmtry in 
a way opposed to the real interests of the country. 

If they degenerate into oppressive combinations then 
legislation- and public opinion would bring them under 
control.” When you speak of “ monopolist position ” 
do you speak of oppressive combinations or something 
else? 

A. Oppressive combinations and nothing else. 

15169. Q* The only other portion in your statement 
which requires elaboration is the concluding portion. 
Yon say ; “I propose that some portion of the cus- 
toms, eta., contributed by the Native States indirectly 
should be givep to the respective Native States.” 
Will you please elaborate that point? 

A. Yor instance, take, my own State, the Mysore 
State. Indirectly we are paying duties about 60 lakhs 
0^ fee ^ i«ip€>rted articles consumed bv us, 
the hands of the British Indian 
it*is/Ve who consume feelgood s. 

It is my desire; "feerefbr^,^ ths>t fe§ Cbipmission re- 
commend that the ' Native States feould receive a 
proportion of the Contribution they make .to fee Indian 
customs revenue, 

15190. Q. Don’t yOu get corresponding advantages 
by homg. within the*Indian Empire? Don’t you think 
there is some compensating advantage in feat direc- 
tion; The' British Indian people contribute 60 crores 
of rupees for maintaining an army, which according 
to fee population works out to Bs. 2 per head. Do 
fee Native State? maintain ah anh^? 

A, We are paying Es. 85 lakhs for the mainten- 
ance of fee army. It' is a subsidy we pay for feat 
protection. / 

15191. Q, Yea, I know you nay S5 lakhs. But is^ 
it for maintaining fee Army? You must be paying it 
under some treaty obligations, ^^at are the terms 
of the treaty which makes this payment obligatory? . 

' It says that we ought' to pay so much mi. we 
pay it. 


representatives of the Mysore Chamber of Commerce. 


the 3nd February 1922, 

15192. Q, You do not know the purpose for which 
It is paid? 

A, No, not definitely. 

15193. Sir Matieckjee Dadabhoy, — Q, Mr. Garu- 
dachari, your point is that the number of articles to 
be taxed should be as few as possible, 

A, Yes. 

16194. Q, And you also urge that protection should 
be extended only to selected industries, 

A. Yes. ^ 

16195. Q. Then your Chamber is probably a discri- 
minating protectionist. 

A, Yes. 

' 15196. Q. You say that the textile industry^ and the 
manufacture of sugar are in need of immediate pro- 
tection. • 

A, Yes. . 

15197, Q. Do you feink that any further protection 
than what is given now is necessary? 

A, The excise duty should ‘be taken off. 

15198. Q, Is feat all you want? 

A, Indirectly I want that no tariff should be put on 
such articles as dyes, machinery, etc., which it is not 
possible to manufacture in India. 

15199. Q, Machinery, dye stuffs, etc.,^ should be 
imported free of duty. That is your position??'* 

A, Yes. 

15200. Q. You suggest feat some portion of fee cus- 
toms, etc., contributed by fee Native States indirectly 
should ho given to fee respective States. Now, do you 
wish the Commission to note that there is really a 
conflict of interest between the great population of 
India and fee people of fee Native States so far as 
fee general tariff policy is concerned. 

A, There is no conflict or anything of feat sort. 
There are certain Native States such as Baroda, etc.", 
which enjoy certain benefits. 

15201. Q, Because of their geographical position? 

A. Yes. 

15202. Q, Your province is so situated feat it is an 
inland ' province? 

A. Yes. 

15203. Q. When you get your new port Bhatkal fee 
difficulties which you contend with would be removed 
because your State requirements can bo directly 
imported into your own port. 

A. I say that the Native States which have not got 
fee advantage of a port should get some portion of 
the customs revenue they contribute. 

16204. Q, Only in so far as your railways, rolling 
stock and other things which are required for the 
State, only to that extent you want to get a portion 
of the revenue. I am prepared to concede that. Is 
that all? 

A, We import foreign piece goods too. 

16205. Q, Have you got local mills? 

A , Yes. 

15206. Q. You can depend probably on your local 
mills. 

A.^%ot for fee present. UhlesS' our local mills are 
developed we are not in' a position to meet afl the re- 
quiv^men^s of fee State'. 

15207. Q, Don’t you think feat Nattvh Stated tvould 
be indirectly benefited By a protectionist poEoy? 

A,. In a way they will be benefited. 

15208. Q, If India prospers as a unit, would not fee 
Native- States be benefited indirectly also? 

A, As an Indian T Would think so. 

15209. Q, Your Chamber would not even press pro- 
posals which would sacrifice fee larger interests of 
British India? 

A No. certainly not. ’ 

15210. Q, Your Chamber will not grudge fee larger 
interests being benefited even to your smaller sacrifiee? 

A . Certainly npt. . 

15211. You say that some porrion of fee 
etc. I should be , contributed to fea Nariye" 

Suppose we Waat-dd ^fe do this. How. 

(teie? 



649 


A. We keep an account of the machinery and other 
things imported. 

15212. Q, Plow is the Government of India to share 
with you? 

A. On the population basis, 

15213. Q, Do you think that would be a fair basis 
to adopt? 

A. it depends on the country, 

15214 Q, Your - population may not make use of 
imported articles. You may have a very large popula- 
tion and a very small fraction of your population may 
make use of imported articles. Would the population 
then be a fair basis? 


.4. That is a Government organisation. I would 
suggest that some non-of&cials who are ' interested in 
the industry should be co-opted in an advisory capa- 
city. 

15231. Mr. Mant. — Q. In para. 33 you say that it 
is not right to bring about an artificial fall in the price 
of foodstuffs. I take it you mean that while prices are 
rising you, ought to allow the price of foodstuffs to 
increase correspondingly? 

A. Yes. As the agriculturist has to purchase his 
requirements by paying higher prices, ho should also 
get his price. 


A. At present our State^ contributes for the benefit 15232. Mr. Seshagiri Ayyar. — Q. Supposing a policy 
of other States. of protection is agreed to, then the people of Mysore 

15215. Q, You have no transit duties in your State, would bo benefited as much as the people of British 

that is, you allow the articles to go free? India; that is to say, it would have the effect of fos- 

A. Yes. tering industries in British India as well as in the 

15216. Mr. Jamnadas Dwarkadas. — Q. You say that Native States. 


your State contributes a large proportion to the cus- 
toms revenue. Could you give me an idea of the pro- 
portion? 

A. I think it is very nearly 20 gr 22 crores for the 
whole of India. Wc have roughly calculated that we 
pay 58 lakhs roughly. It comes to about 2 per cent. 

i5217. Q. Your State contributes^ 2 per cent, of the^ 
total customs revenue. ^ 

A, Yes. 

15218. Q. What would be the proportion of your 
revenue to the total i;evenue contributed by the other 
States? 

A. It may come to about 25 per cent. 

15219. Q, Is yours the largest contribution? 

A. That I am not in a position to say. 

15220. Q. I believe you have a rough idea that pro- 
bably your contribution is the largest among the 
Native States? 

.4. 1 do not say that. It may be. 1 cannot say 
definitely. 

15221. Q. At any rate the contribution of other 
Native States cannot be much larger than yours. It 
may be equal. 

A. Yes. 

16222. Q.’Now then, do you think that because you 
contribute 2 per cent, to the total revenue of the Cen- 
tral Government, you would be justified in claiming 
a share in framing the policy? 

A. Any advantage which is given to any one must 
be given to all the Native States. 

15223. Q. Have you got any suggestion as to how 
you would exercise that macliinery? 

A. The articles imported into the Native States will 
at the ports pay the customs duties. The proportion, 
ate charges incurred for collection and other things 
may bo deducted and the balance ma\ be given to the 
States. 

15224. Q. Apart from that, because you cont-nbute 
to the total revenue, would you claim any voice in 
the framing of the policy? 

A. Yes, else I cannot do anything at all. 

15225. Q. Do you think that the Native States have 
contributed as much as it is their power to promote 
the industrial regeneration oi India? 

A. Yes. 

15226. Q. Have they exploited all the available 
resources? 

A, As far as Mysore is concerned I think they have 
done all they can. 

15227. Q. Are there no more resources available? 

4. That I am uot in a position to say. 

15228. Q. I gather from your evidence that you 
favour a policy of reasoned protection. Y^ou would 
recommend a permanent organisation for the purpose 
of making recommendations every now and then. Do 
you mean the constitution of the Commercial Intelli- 
gence Depaitment should be revised? 

A. Yes. 

15229. Can you make any definite proposals as 
to in what shape the revision should be made? 

A. I suggest that the Directors of the provinces and 
also some members who are directly connected with 
the several industries, the financiers, and also some 
representatives of the Chambers should form a com- 
miitee. 

15230. Q. Do you know the present constitution ot 
the Commercial Intelligence Department? You have 
got' a Director .General, the Directors of the major pro- 
vinces and* Assistant Directors of other provinces. 
Would that constitution not do? 


A. Yes. 

16283. Q. Under those circumstances you would not 
want a share of the duties. 

A. If it is not intended for revenue purposes. 

15234. Q. It is only when the duties are intended for 
revenue purposes that you would like to have a share 
lof it. 

A. Yes. 

15235. Q. Your contribution of 35 lakhs was fixed 
when the Indian population was contributing about 20 
crores of rupees only for military purposes. We are 
now contributing 62 crores of rupees* You are not 
contributing anything towards this increased expen- 
diture? 

A. It has been thought hy the legislators that even 
military expenditure ought to be curtailed. 

15236. Q. The customs duties are utilised for the 
purposes of the army in India. And that army con- 
sumes 62 crores of rupees. You contribute only 86 
lakhs of rupees. When you are paying only so little 
are you entitled to demand that portion of the customs 
duties should go to you? 

15237. President. — Q, May I point out that in 
Answer to a question I put to the witness he said that 
the amount of 36 lakhs was being paid under a treaty 
between the Government of India and the State. He 
does not know the details of the treaty. We cannot 
assume that the 35 lakhs' is a contribution from My- 
sore tor military expenditure. Therefore I did not 
pursue the matter. IJnless wo nave got the terms of 
the treaty under which the payment of 85 lakhs is be- 
ing made, there is no use in arguing the question 
furtlier. 

15238. Mr. Seshagiri Ayyar. — Q. The cost upon the 
British Indian subjects has enormously increased 
whereas whatever may be the original idea, you are 
contributing only a particular amount. Under those 
circumstances, when the customs duty is being utilised 
for the purpose of this increased cost of administra- 
tion, can you claim any share of it without also at tho 
same time agreeing to bear the extra cost which la 
being made upon the people? 

A. Till recently Mysore used to have a cavalry. It 
has now got military service lancers. Their contribu- 
tion is thus enhanced. 

15239. Mr. Coyajee, — Q, You advocate a revenue 
tariff? 

.1. Yob. 

15240. Q. In })aragraph 4 (8) you declare yourself 
against continual assistance to an industry. 

.1. Yob, uo do not 'want protection for industries 
uhich caimot successfully work. 

15241. Q. Then coming to para. 32, would have 
export duties on raw materials only when the supply 
of such materials seems to be insufficient for your 
industries? 

A. Yes. 

15242. Q. That is to say, you think' there is some 
relation between the raw materials kept in the country 
and the capacities of the manufacturers. 

A. Yes. 

15243. Q. Coming to your answer to Question No. 
33 you say that you would not put export duties on 
food grains when the general level of prices Is rising? 
A. No, I would not. 

15244. Q* Suppose the prices of loodatufe are fldliiif • 
then you would not put it up? 



A. No, 

15245. Q. In your answer to Question No. 34 you 
s'ay that export duties cannot be used for purposes of 
retaliation. .Will you please explain what you mean? 

A, Betaliation can only be done when we are equal- 
ly competent to compete. 

15246, Q. For some time until you become com- 
petent you would not use export duties as a weapon 
of retaliation. 

No. It is only when oui* position improves that 
we can do it. 

15247. Q. As regards your last paragraph, about 
Native States getting some portion of the Customs, 
don’t you think that you in the Native States are 
better off than we in the provinces? We contribute 
substantially to the Central Government, whereas 
though it is true you don’t get any portion of the 
customs you are better off than the provincial Govern- 
ments. 

A, That is only an internal arrangement between 
the two Governments. It is all the same whether it 
is the Central Government or the Local Government. 
It is the -British Government. 

15248. Sir Montagu Wehb. — Q. I only desire to 
question you with regard to your answers to Questions 
Nos. 30 and 33. I find it difficult to reconcile these 
two answers. In the one case you advocate export 
duties and in the other case you do mot advocate export 
duties. 

A. I advocate export duty for revenue purposes. 

15249b Q* You say that ah export duty may be used 
to regulate the foreign trade in me best interests of the 
country , ' when it is feared that the raw materials re- 
quired by the protected Indian industries are being 
exported in such large quantities as to bring about a 
rise in prices* In your answer to Question No. 33 
you say that it is not right to' put on esport duties. 
In the case of wheat for example you must not put on 
an export duty because it will affect the agriculturist. 


But in your first answer you do not appear t6 be con- 
sidering the agriculturist. 

A. In my answer to Question No. 33 I speak of an 
export duty with reference to foodstuffs. In my ans- 
wer to Question No 30 I am talking of raw materials 
for industrial purposes. 

15250. Q. Then you adopt an entirely different atti- 
tude for raw materials? 

A, Yes. 

15251. Q. You would not regard wheat as a raw 
material for the manufacture of flour? 

A, I consider it as a foodstuff. 

15252. Q. In the case of foodstuffs you do not advo- 
cate any export duty? ^ 

A, No. 

15253. Q, You advocate an export duty in the case 
of other raw materials? 

A. Yes. 

15254. Mr. NaroUaM Morarjee. — Q. In your reply to 
Question No. 6 you say ** When all the civilised coun- 
tries of the world are vigorously pursuing a policy of 
re-construction, it is but right that India should take 
stock of her goods and formulate a policy which would 
ensure her further progress in the future.” Have you 
any definite -scheme to place before this Commission? 
54 ,, A, Several questions will have to be settled* in the 
matter of trade, industries, banking, more transport 
facilities questions regarding capital and labour, etc. 

15256. Q. You have not got any definite scheme? 

A. For the present I have not got anything. I 
think all these questions have got to be settled by a 
special committee, 

15256. Q. In answer to Question No. 25 you say 
that we need not be alarmed by any serious shrinkage 
in the volume of trade due to protection offered to a few 
well-selected industries. Winch are those few well- 
selected industries? Could you name them? 

A. Industries such as cotton, hides and skins. 

15257. Q, You mean the key industries? 

A. Yes. 


Witness No. 103. 


m. S. 6. SASTRY, B.A., M.Sc. (Load.), F.G.S. 


Written statement, dated the January 1922* 


15258. Q: i. That India requires some measure of 
protection in her trade, commerce and industries, wiH 
be disputed” by few people at the present time. The 
raising of the import duties from 5 to 11 per cent, 
mough intended for revenue purposes, gave some sort 
of support to those industries that had recently been 
started in India. For exaifiple high class Indian made 
soaps could compete better with high grade English 
and American soaps. The Indian cotton industry 
benefited ’•by it to a great extent. But on the other 
'hand industries which depended partially or wholly for 
some^ the ^ raw materials from abroad had to pay 
jaigE^ '/rates^ For example^ ^ the sulphuric acid 
manufacturers in India import the sulphur from Japan 
or Sicily. These people had to pay an increased duty, 
even though' the manufacture* of sulphuric ‘acid may 
be considered as one of national importance. In such 
case as there, a rebate should be allowed to the in- 
dustry, but more about this later. 

15259. Q. 2. The industries that require protection 
in India may be put down under two classes : — 

(t) Those industries for which all the raw materials 
or the bulk of the raw materials of the re- 
quisite grade or purity exist in this county. 
Examples of these are the oil pressing in- 
dustry, oil industries such as making soaps, 
candles, glycerine, paints, varnishes, tannin 
extraote, leather and^ leather goods, silk 
goods, certain classes of glass, a number of 
V essential oils, certain varieties of paper and 
paste board, certain classes of ' stationery, 
umbrellas and umbrella fittings, etc. All 
- ' these require varying measures of protection 


according to their special needs. Sm^all sub* 
committees consisting of specialists in the 
line should be formed to recommend the 
exact form of protection required for any 
particular industry and for ,how long the 
protection is required. 

{ii) Those industries which may be classed as of 
national importance irrespective of whether 
the raw materials exist here or not. Iron 
and steel works, cement works, manufacture 
of heavy chemicals like sulphuric acid, and 
. \ the. . alkalies, manufacture of artificial 
manures, ordnance factories (under Govern- 
: mentr control), etc:, may he quoted as ex- 

amples. The precise nature of protection 
. should again be decided:, upon by a commit- 
. tee of experts, and in this case ineluolmg - 
Government representatives also. 

162t)0. Q. 8. Under a system of protection, the price 
of many of the eomnrodities will tend to rise. But 
there are other advantages to the country which will 
compensate for this disadvantage. Moreover the limit 
to which « the price may go up is also fixed by the 
measure of protection given and also' with different 
manufactures in India competing with each other the 
price will not go up in any alarming degree. In such 
a vast country like India, people in different parts ex- 
hibit such different temperamental characteristics, that' 
fears of monopolistic and semi-monopolistie tendencies 
may be put aside for the time being. Even if such 
contingency exists, legislation may be introdue^^iK/ 
prevent the formation of trusts. THe dangw of tirSts f ' 
and trade rings exists mwe amongst those' fliht lifiEve 
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come from outside India with a huge capital at their 
back and with a superior organisation. For example, 
if the conditions are favourable the Brunner* Mond 
people or the Magdi Soda Company people would like 
to control the alkali production and trade in India. 
The Port Sunlight people would like to control the 
soap manufacture in India. The Standard Oil Com- 
pany of America would like to control their special 
line here. Probably they are all doing it now or are 
having a^ good try at it. They all have the money, 
organisation, producing capacity and lastly they are 
all so much experienced in the line. The above ex- 
amples also serve to indicate the immense difficulties 
that merchants and manufacturers will have to sur- 
mount before big and important industries can be 
securely established in India. 

15261. Q. 4. It is more than probable that when 
India goes in for protection that foreign firms will set 
up their manufacturing shops in India. In addition 
to this probability there is the Senior Trade Com- 
missioner in India urging them to do so. The follow- 
ing extract from the Senior Trade Commissioner’s 
report will speak for itself, “ In my last report I 
dealt at some length with the competition of Indian 
made soaps for household use. The remark^ then 
made still hold good, aiid I believe that this is the 
only serious competition which we may meet in the 
future. Should this competition ever become really 
serloue, owing to proteciivo duties or other causes, 
then the only way to counter it tvould he for British 
manufacturers to erect works in the country,''^ Under 
such circumstances it is of uiimost importance that 
measures should be passed to see that at least 75 per 
cent, of the shares of such companies should bo held 
by Indians, 

Here a difficulty may crop up. The requisite techni- 
cal skill may be lacking in India. But this can be sur- 
mounted by importing technical experts for temporary 
periods and during this period sufficient number of 
Indians may he trained. "TOat can be accomplished in 
this way can be easily gathered by a close study of the 
development of Japanese industries. Whenever large 
orders are placed with foreign firms by Government 
departments a condition should invariably be laid down 
that a couple of Indian students at least will be ad- 
mitted into their factories and workshops. It is a wellr 
known fact that the Government of Mysore have a 
working agreement on this basis with the General 
Electric Company of America. The recent industrial 
activities in India have shown that Indians given ade- 
quate facilities in such direction, can acquire great 
technical knowledge ^d skill in various industries. 

15262. Q, 5. Adequate provision should he made in 
the interests of Indian industries against dumping. 
It is to the advantage of India to get as cheap as 
possible, things which she is not in a position to manu- 
facture. But the attempts of interested foreign trms 
to. gite a death blow to particular Indian indu^'ities 
should be frustrated hv heayilv- taxinsr such arti fies. 
For example a heavv import dutv mav be levied on all 
imported soaps, finished leather and leather goods. 


16263. Q, 6. All articles that will materially assist 
the Indian manufacturers should be allowed to be im- 
ported duty free. In the early stages of Indian de- 
velopment under a system of protection we may have 
to allow free imports of a number of heavy chemicals, 
such as caustic soda, sodium carbonate, bleaching 
powder, sulphuric acid, copper sulphate, etc., synthe- 
tic dyes should be allowed duty free. 

15264. Q. 7. Articles that are now exported in the 
state of raw materials and that are capable of being 
converted into manufactured or partially manufac- 
tured articles should he subjected to an export duty. 
Oil seeds, raw hides, tanning materials, crude lac, 
articles from which essential oils can be produced such 
as ajwan, till, etc., articles from which valuable, drugs 
can be extracted, such as nux vomica, cinchona senna, 
etc., must all be subjected to ah export tax. 

15265. Q, 8. It is but natural that many countries 
may retaliate as soon as India goes in for protection, 
and if India is to have complete fiscal autonomy, the 
power thus gained may be used for offensive and defen- 
sive purposes and arrangements may then he con- 
cluded between various countries in these fiscal mat- 
ters to the best advantage of India. 

15266. Q, 9. And so long as India does not enjoy 
fiscal autonomy no special advantage is to he ‘ gained 
by India in a scheme of Imperial Preference. In fact, 
frankly put, one of the chief countries against which 
India will have to put up a fight in purely -industrial 
and commercial matters is Great Britain and a great 
measure of protection now sought for is against Great 
Britain. In this matter the different units of the 
Empire will have to be treated on a par with other 
countries. 

16267. Q. 10. Even though it is a matter between 
Simla and the Government of Mysore (and there are 
others who are going to make a separate representa- 
tion on the subject), the opinion of the Indian States 
should be taken on these matters and their interests 
protected. The Indian States while they contribute 
a very big share of the customs revenue of India are 
not participating in the benefits of that revenue. In- 
dustries that are being developed in the Indian States 
require the same amount of protection as similar ones 
in British India. For example, taking the Mysore 
State into consideration, she is vitally interested in 
the following: — Oil seeds., Industries depenffing on 
cheap sources of oil such as soaps, candles, paints and 
varnishes, lao and lac products, iron, products of wood 
distillation, the distillation of essential oils suecially 
of sandalwood oH, asbestos products, metal ware, 
cotton and cotton goods, electro-chemical industries 
such as electrolytic alkali, carbide, cynamide, paper 
pulp and paper, pharmaceutical products, chrome pro- 
ducts, and a number of other minor products. The 
Mvsore State has a very big stake in the problems now 
before the Commission" and the opinions of her indus- 
trialists and capitalists should be welcomed. 

The main lines on which protection may be given to 
Indian Industries is indicated in ”^6 briefest manner 
possible. To elaborate further will make the note un- 
wieldy. The industries mentioned in the note are 
given only as examples and are by no means exhaustive. 


Oral Evidence, dated Madras, the 2nd Fehraary 1922. 


15268. President, — Q, Mr. you arc in favour 

of protection for Indian industrieiif 
A. T«s. 

15269. Q, In answer to Question No. 4 you say : 
'* In addition to this probability there is the Senior 
Trade Commissioner in India urging them to do so.” 
Who is this Senior Trade Commissioner? 

A, Mr. Ainscough. 

15270. Q, Is he a Government Officer? 

A, Sir * Montagu Wehh. He is an officer of the 
British Government. 

15271. Q, In the second paragraph of your answer 
to Question No. 4, you say : “ What can be accom- 
plished in this way can be easily gathered by a close 
study of the development of Japanese industries. 
Whenever large orders are placed with foreign firms 
hv Government departments a condition shniilcf invari- 
ably be laid down that a couple of Indian students at 
least will he admitted into their factories and work- 


shops.” W’ould you itdvocate that policy to secure 
training for Indians? 

A, The point is this : So far as the admission of 
Indian students in the factories is concerned, it is my 
knowledge that both parties have a lot to sav for them- 
selves. The foreign firms will sav : “We have got a 
hundred years* experience here and how can we give 
out our trade secrets to you?” At the same time, we 
are struggling here and we want to develop our in- 
dustries and we hope to get our industries ^protected. 
When big orders are given you should insist^ that a 
couple of students should be admitted for training. It 
^tiav be that thev will not be admitted into the secrets 
of the trade, hut it is far better that these students 
should be wandering about picking up whatever train- 
ing they can, than that they should not .be admitted 
into those factories at all- If they teach t&eiii it is aH 
the hetterj but if they do not let them pick up whai 
Ihoy could. W^hen the Oovermnentf places laS‘ge,or<le^^ 
eveii ai the risk of accepting a 'terpler high<»r by 



t 3 ent., they should insist on some of the Indians getting 
training. 

15272. Q. You think that this policy would secure 
to India the necessary skilled labour that she wants 
for the development of her industries? 

A. It will help India to get the necessary skilled 
labour. 

15273. Q, You state that the Japanese Government 
adopted that policy and with profitable results? 

A, With profitable results. 

15274. Q, Where did you get that information? 

A, My information is based on the words of some of 
Japanese friends whom I met in London. 

*1527^ Q. Then you go on to say “It is a well- 
known fact that the Government of Mysore have a 
working agreement on this basis with the General 
Electric Company of America.” Will you please let 
us have the fullest information in regard to this state- 
ment? 

A. May I respectfully tell you that you can get the 
information in a better manner from the Government 
itself than from me. 

15276. Q, You have put it in your statement? 

A . It is a fact that the Mysore Electrical Department 
regularly send out Mysore students to the General 
Electric Company to get trained, so that when they 
como back they may take up the position of officers 
under the Government of Mysore. It is a well-known 
fact*, 

15277. Q, Is that in return for giving orders to tlie 
manufacturing firm? 

.4. You can get the information from the Govern- 
ment of- Mysore. ,I am nob only in the Chamber, but 
T am also a Government servant. So I cannot give the 
information myself. 

15278. Mr. Mant. — Q, Mr. Sastry, yon say in para- 
graph 2 of your statement that some industries which 
may be classed as of national importance ^ould be 
protected. Bo you mean they are industries which 
are tbe basis of other industries? 

.4. Yes, partly that and partly also there are certain 
other industries which are of national importance in 
the sense in which you can take the ordnancel factories. 

15279. Q. That is for war purposes? 

A . Certainly. 

15280. But the instances you give are rather 
wider. 

A. They are industries by the existence of which 
other industries will come into existence and fiourish, 
what may be called key industries.’* 

15281. Q» You mention iron and steel. These are 
.largely the basis for other industries, 

A. Yes. 

15282. Q. You would single them out for protec- 
tion? 

A. Yes. . 

15283. Q. If you protect these industries, which ai'e 
the basis for other industries, won’t you also have to 
protect all the in<iustries that are derived from them. » 
You would then increase the cost of all the secondary 
industries. 

; • A'<k That is, w^ are assuming that because we protect 
them the price will be high and other industries cannot 
eort^ ^to existence. That cannot be believed. 

1^84. Q. Don’t ydu think that a protective duty 
will increase the price of the product?. 

A. To a certain extent it does. ^ 

15285,^,Q. You increase the price of iron and steel. 
You %voidd then put up the cost of the articles manu- 
factured from them? 

.4. I submit, Sir, that, even if the price of these 
materials did go up on .account of any protectionist 
policy we might adopt, the price of these materials 
would be cheaper than that of the imported articles. 
For instance we have got iron ore and coal. You pro-t 
fcect them. There may he some rise in price. I do not 
suppose it will be very much costlier to pav for that m 
India than it would he for us to import it from abroad. 
Besides when I say it is of national im;;oortanee, that 
means that irrespective of the cost it is absolutely 
necessary for the welfare of the nation. 

15286, Q. I don’t quite followt You are putting up 
the cost of these basic industries, iron and'i,teel. That 
will cause a rise in prices of the articles manufactured 
from them and in the cost of all the subsidiary indus- 


A. Yos, to a proportionate degree. 

15287. Q. Don’t you want to have protection for 
those, subsidiary industries also? I ask you these 
questions because you are in favour of selective pro- 
tection. My point is if you protect basic industries 
you will have to protect practically all industries. 

A* Yes, sir. The industries mentioned there should 
be taken only as examples. There are many more 
others. 

15288. Q. Do you mean that you are generally pro- 
tectionist ? 

A. Yes. 

15289. Q. You would protect every industry that 
can be carried on in India. 

A, Yes. 

1529G. Q. In paragraph 4 of your w'ritten statement, 
you say “It is of utmost importance that measures 
should be passed to see that at least 75 per cent, of 
the shares of such companies should be held by 
Indians.” How are you going to carry that into 
efieot? ' ^ . 

A, It is a matter beset with practical difficulties. 
But it ought to he done. 

T5291. Q. How is it to bo done? 

A. €ust before a company is registered you can take 
an undertaking from the company that 75 per cent, of 
the capital should be. held by Indians, 

15292. Q, Do you say that this 75 per cent, should 
be issued to Indians or do you at the same time w'ant 
that this 75 per cent, should always be held by ■ 
Indians? Suppose an Indian \vho owns a share wants 
to sell it. Should he sell it to an Indian or to any- 
body? 

A. That is really a practical difficulty and I want 
notice of the question. 

15293. Mr, Sesliagiri Ayyar. — Q. As regards the 
question of Imperial Preference, you say in paragraph 
9 that “ the different units of the Empire will have 
to be treated on a par with other countries,” But 
would you give the same kind of preference to colo- 
nies who do not treat us in the same w'ay as the 
United Kingdom does? 

A. 1 do not quite understand your question. 

15294. Q. In the units of the Empire there are a 
large number of colonies who do not treat the Indians 
in the same way as the United Kingdom does. Would 
you give preference to South Africa, for instance? 

A. I do not want to give preference to any unit of the 
Empire because they are all in the Empire. In trade 
matters no sort of preference should be shown to any of 
these people, because we are industrially so backward. 
No special preference should be shown to any of them 
unless we are going to have a corresponding advantage, 
that IS, unless we are going to get fiscal autonomy. 

15295. Q, If you find your people are"" not being 
treated well in certain outlying parts of the Empire 
would you give the same preference as you wouL!' 
give to the other parts, of the Empire who treat to 
better? 

A, If we have got fiscal autonomy, we can use it for 
offensive and defensive purposes. 

15296. §. Then you will difierentiate? 

A, Certainly I would. 

15297. Mr. Coyajee, — Q, Do you know of any stu- 
dents from Mysore who have been trained and have 
started industries under the scheme which you men- 
tion? You ""say “It is a welLkliown ,fact that the 
Government of Mysore have a working agreement qu 
this basis with the General Electric Compariy'' 
America^” af^ 

A. There are at least 12 Mysoreans who are now hold- 
ing responsible offices in the Mysore State. The 
Assistant Chief Electrical Engineer and the Technical 
Assistant to the Chief Electrical Engineer were trained 
in America. There are at the moment two or three* 
students working there. 

15298. Q, In answer to Question No. 5 yoli observe 
that adequate provision should be made in the Inter- 
ests of Indian industries against dumping. At the 
end of the same paragraph you say that heavy import 
duties may be levied on aU imported soaps, finished 
leather and leather goods. This seems to imply 
there is dumping of leather goods- V'":" 

A. There is no dumping. There is fear of dtufiping; 

15299. Q. You believe that there in a* prbbafility 
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A, Yes. I am subject to eoii'ection, but I would like 
to mention one fact in connection with dumping. I was 
a student at that time. In the year 1905 or 1906 
there was some sort of activity in Bengal to start soap 
manufacture. All of a sudden the price of sunlight 
soap fell. A cake which I used to buy for l^J- anna 
I could get absolutely free. Whenever I went to the 
shop they used to say “ take this soap. This is very 
good. Better use it and then force it on me. I 
should think that this action of the soap manufac- 
turers gave a severe check to the progress of this 
industry to a great extent in India, and being a soap 
manufacturer myself I feel very keenly on the point. 

1 know the strength of these firms and they could 
swamp the whole of India. 

•15300. Q. Why do you include leather also? 

A. I am engaged in soap manufacture and so that 
industry came to me foremost. T gave leather only as 
an example. 

15301. Q, As regards chemical industries it was sug- 
gested to us by an expert that it is much better to 
use subsidies for the development of chemical indus- 
tries. He said that chemicals themselves are raw 
materials for other industries and that it is extremely 
difficult to devise a satisfactory tariff. Consequently 
he argued that the giving of bounties and subsidies 
to the chemical factories is the proper way of dealing 
with the problem. What is your view. 

A . I should like to consider the matter before 1 com- 
mit myself. To this extent T agree with the Industrial 
Commission that the chemical industry wants protec- 
tion. But what form of protection should be given is 
a matter that will have to be decided by others. I 
submit to the Commission that in the base of these 
industries special sub-committees should be formed 
of experts in the particular line and that their opinion' 
should be taken before a final decision is come to as 
to the j)articular form of protection. 

15302. Sir Montagu Wehh. — Q. In your answer to 
Question No. 4 you urge that measures should be 
passed to see that at least 75 per cent, of the shares 
of new companies are held by Indians. I think that 
in reply to Mr. Mant you recognised that there would 
be sonie difficulty in carrying out this policy in prac- 
tice. Might I suggest another difficulty? What 
would be the position if foreign capital did^ not com- 
in to develop mdustries binder those conditions? 


A, If it is permissible, I refuse to believe the possi- 
bility of such a condition of things, 

15303. 1 suggest to you this for consideration. 

Supposing I am engaged in the development of indus- 
tries in actual practice. I want to erect a factory, 
and I am quite ready to do so. You say “ You can 
only do that on condition that 75 per cent, of the 
capital is held by some other party.” I have the re- 
quisite knowledge, but you ask me to place the con- 
trol of the factory in the hands of some people who 
I do not think have the required knowledge. Can 
you believe it to be possible that I with the expert 
Imowledge would place the control of the new industry 
in the hands of people without an expert knowledge 
simply to enable them to hold 75 per cent, of the 
capital? 

A. It is very improbable that you would place the 
control in such a case in the hands of others. 

15304. Q. Not because I have any objection to the 
shareholders, but because I feel that they have not 
the necessary knowledge to control the industry. 

-1. Even tlien the man may dictate bis own terms. 

15305. Q. You do not believe that a condition of 
that kind would prevent the foreign capitalist from 
iix vesting his money? 

.1. I do not think so. 

15306. Mr, Narottam Morarjee, — Q, Is your soap 
factory a joint stock company? 

A, At present it is State-owned. 

15307. Q, Do you export your soap outside India? 

A. I have done so to a small extent to East Africa and 
the Persian Gulf. 

15308. Q. Can you sell it in competition with Eng- 
lish soaps? 

A. So far as toilet soaps are concerned, I am doing 
that. 

15309. Q, Do you make -washing soaps too? 

A. Yes. 

15310. Q. You referred to the control of soap manu- 
facture in India. Do you think that the companies 
own property in India? 

A* I understood in l4ondon that they own property 
in three different places in India. 

15311. Q. Do you think that the property is intend- 
ed for soap manufacture in every place? 

A. I think it is intended for soap manufacturing 
purposes. 


Witness No. 103. 

Mr. P, 0. B’SOUZA, B,A„ B.Ii., Director of Industries and Commerce in Mysore* 

Written statem^t, 


15312. The subject will be considered firstly as it affieats 
India in general and secondly in regard to its application to 
Indfln States with special reference to the conditions in 
M^ysore. I shall begin by summarising the general principles 
bearing on the questions mised and then touch on such 
special points as might reqtiire further elucidation. I have 
aaded in an appendix statements giving the stati^ical 
information on which my conclusions are based. 

II. Tex Nsbd bob Special Protectiok of Ixbiak 
Inlustbies. 

* Present Indian conditions require a modification of the 
doctrine of free trade. 

1531$. 2. England, though it has attained iinder a system 
of unrestricted competition in the home and foreign markets 
considerable supremacy in trade and manufactures, has 
latterly found it neeessaiy to modify its policy to a certain 
extent, when actively opposed hy the commercial rivalry of 
nations that have built up their industrial system on a basis 
of protection. ^ It is now generally admitted even in England 
that the doctrine of free trade cannot he accepted without 
qualification. As far as India is concerned, it cannot he 
denied that the policy of free trade has been of benefit to it 
in the past while its capacity for industrial production was 
latent. Aided by the improvements in communications and 
facilities for transport, though these are still far from ade- 
quate, it has been able ^ produce and supply in increasing 
quantities raw materials in great demand in the manufac- 
turing countries of the West. Statistics, however, show 


that its commerce has increased mainly in two directions, 
ms!,^ exports of raw materials and imports of manufactured 
ai-ticles, the result being that the bulk of the population has 
been drawn more and more into* the production and extrac- 
tion of raw materials. Agriculture itself has not undergone 
much improvement owing to the absence of the impetus 
which the presence of manufactures would have given to it. 
In these circumstances, it is of essential importance to pro- 
vide the people with a greater diversity of occupations in 
order to impart more economic stability to the country. It 
is therefore imperative that Indian Commercial policy 
should, with this view, be directed more and more towards 
promoting the utilisation of raw materials for manufactur- 
ing purposes in India itself and that the tendency towards 
the increased import of manufactured articles and the export 
of raw materials should he checked. 

Development of Industries possihle^m India mikout 
seriotts economic upheaval* 

15SI4. 3. It has been urged with some force that as India 
now supplies much agricxxltural produce and many raw mate- 
rials essential for industrial production to other parts of the 
world, the development of manufactures may to some extent 
affect the occupations of its rural population and unsettle 
the market for its products. ^ India’s geographical position 
and resources however render it possible^ for her to improve 
her industries without sacrificing fhe interests of her rural 
population or her markets, as less than half liie labour ntw 
emploj^ed in agriculture is sufficient with more.'effio^at 
methods to raise the present .agriouitural firo^uo^ . ^ 
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commodities it exports are in keen demand in various parts 
of the world. Moreover, the expansion of industries, oyer 
a vast continent like India, with its low level of education 
and enterprise, being likely to he slow, can he accomplished 
without affecting agricultural production nor causing any 
violent economic unsettlement. 

Jnfluenoe of the Wa)\o^n the development of industries. 

15316. 4. The War has shown how new industries can be 
developed in India even under a partial protection afforded by 
the stoppage of imports from other countries. Among other 
examples, I may mention the manufacture of sandalwood 
oil, the development' of the soap industry in Mysore, manu- 
facture of machinery for the* jute and tea industries, caustic 
soda, thymol, silica hrichs, etc. Many of the industries 
that thus came into existence have already begun to feel 
the effects of competition from abroad and some of them 
cannot survive without protection. 

Troieetion of Infant Industries. 

16316. 5. Though conditions in India are such that in course 
of time it may he able to produce most of the commodities re- 
quired hy the people it will not he possible to make it entire- 
ly self-dependent in the course of a generation. We should 
tlierefore first concentrate on industries for which the 
country offers the best scope and which are calculated to 
meet the primary requirements of the people. Infsint in- 
dustries for which the natural resources of the country are 
best adapted should he immediately chosen for protection 
until they become able to, take root against foreign com-* 
petition. 

III. Mbthops OB PEOvinisro Indian Financial 
Nnsds and the Levy oe Peotective Doties. 

JProtective andmlFiscal Duties, 

15317. 6. Progress involves a steady increase of public ex- 
penditure. Even with the utmost retrenchments India’s re- 
quirements for its growing expenditure will therefore demand 
the provision of new sources of revenue. It is a well re- 
cognised fact that the ^ scope for any further increase in 
4irect taxation in India is very limited and additional taxa- 
tion has therefore mainly to be derived from indirect taxes 
such as customs' and excise. At present both these duties 
are imposed for purposes of revenue. Even though, a new 

a le of protection is now introduced, it will he im- 
j to divest customs duties of their fiscal character 
the only difference being that the protective duties should 
be first imposed according to the conditions prevailing from 
time to time, the amount of purely fiscal duties being fixed 
thereafter. 

Principles on'^nMch protective duties may he levied* 

15318. 7. Protective duties should he levied on the follow- 
ing principles t-' 

{a) The Tndustiy is one that is capable of being estab- 
lished by protection and is either essential to 
^ national security or is such that the natural and 
other resources of India am likely to favour its 
rapid growth.' 

'(&) As between new Industries and established Tndus- 
’ ~ , tries protective duties should be imposed pri- 

marily for the development of new industries, 
but there would be no objection to impose them 
in connection with established industries where 
such a measure is necessaiy in order to organise 
the industry on a larger scale to provide India 
with the hulk of its requirements. 

(c) It is not desirable to impose such protective duties 
in the case of agricultural produce used as food- 
stuffs nor is it necessaiy in India. A. small 
export duty may be levied on cereals and pulses 
such as wheat, rice, gram, etc., to ensure that 
the surplus that remains after satisfying 
Indian requirements is exported. 

{d) Such protective duties should not he applied to any 
necessaries of life unless they can he produced 
locally so as to meet gradually the bulk of the 
demand, and any increase in price due to the 
duties will be only of a temporary character. 

The amount to he levied in each case will depend 
upon the importance of the industry, the. differ- 
ence in the initial cost of manufacture and the 
manner in which the price of the article imported 
is fixed. The duties imposed should not be such 


as would raise the price too high nor give an 
artificial advantage to a few manufacturers and 
only the minimum necessary^ to enable the 
industry to withstand competition should he 
levied. 

( f) The aim should be to give protection only so long 
as the industry cannot thrive in the face of 
foreign competition. The duties should he 
decreased or removed as soon as the industry 
can withstand free competition. 

{(/) Where the industry is likely to be localised boun- 
ties are preferable to protective duties. Such 
bounties may be given also as protection against 
dumping. 

{h) In the case of articles in which India has more or 
less a monopoly or it is in a position effectually 
to control the supply to other countries, such 
duties may be imposed even on exported articles 
as they will either fall on the consumer or pro- 
mote the export of the article only after passing 
through a process of manufacture, 

(?) The power to impose protective duties implies the 
possession of fiscal autonomy and it would he 
necessaiy to allow complete freedom’ to India in 
regard to fiscal matters if the duties are to he 
applied with advantage. 

Commodities in whose favour protective duties may he 
imposed. 

15319. 8. On the principles set forth in paragraph 5 above 
the commodities to which protection may he immediately 
applied will not he numerous but as the manufacturing power 
of India is gradually developed it may he necessary to vary 
them from time to time until a ‘stage is reached when India 
should he able to deal ’«^ith other advanced countries on 
equal terms. Among metals, Iron is the most important 
from the manufacturing point of view and countries that 
are able to produce it occupy a leading place in manufac- 
tures. India possesses ample resources to he able to 
develop an Iron industry of its own capable of satisfying 
all its requirements. ^ Though protective duties may raise its 
price for a time and increase the cost of railway and other 
projects, yet, the advantages of making India self-depen- 
dent in regard to this primary requisite of manufactures are 
so important that Government is hound to stimulate its 
production by eveiy possible means, affording it such 
protection as may be needed for the purpose. The manu- 
facture of sulphuric and other acids, alkalis and ferrilisers 
is of paramount importance to the country and it is neces- 
sary to ffoster their manufacture alsohy special protective . 
duties. India imports large quantities of material used in 
building industries such as cement, bricks, tiles, granite 
and marbles and paints. These articles are now manufac- 
tured in India to a certain extent but tbe production is 
capable of unlimited increase. All these commodities 
en^oy indirectly a large amount of protection due to the 
heavy cost of transport of the imported articles hut as they 
supply niany essential wants no effort should he spared to 
foster the further development of these industries with due 
allowance to the factors in their favour. Other ai-ticles . on 
which such protective duties may he imposed are cotton, 
silk, woollen, rubber and leather goods, sugar,, glass 
porcelainware, cutlery, paper pulp and paper, gold thread, 
matches, chemicals and medicinal drugs that may be locally 
prepared, oil products that local industries may manufacture, 
including soaps and candles and paints and varnishes. 

%he need for the immediate development of an Indian 
mercantile marine* 

16320. 9. It would not he easy to foster the development 
of a country capable of so much foreign trade unlei^ it has" a 
mercantile marine of its own. It is nnnfeeessary to recount 
the causes that have led to the failmre of many previous 
attempts to encourage indigenous shipping in India or how 
jealously other countries guard against encroaches into 
shipping by a sy^stem of bounties or penal rates. The 
creation of an Indian Mercantile marine has a preponderant 
claim in regard to facilities to be provided for an all-round 
development and it should he fostered to the utmost ^extent 
possible hy bounties and special conc.essions to goods carried 
in Indian bottoms. 

Other measures, needed to stimulate production as a 
whole. 

16321. 10. As has been repeatedly pointed out there is' no 
Use in aiming at industrial development if systematic efforts 
are not made to provide skilled srCperintendence and ejBBcient 
labour, to promote technical training and "research and 
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people^witii the necessary help and information 
for developing in-dustries. Agricultiire should also he 
simultaneously given facilities for improvement and deve- 
lopment especially cheap credit. The Co-operative Credit 
movement has been of great help to the agnciiltnrisis but it 
has its own limiktions and a scheme of agricultural finance 
on a broader basis with some system of ^ Land mortgage and 
Agricultural Banks is "an urgent necessity and should have 
a prominent place in the financial machinery of the future. 
Side by side with the imposition of protective duties there- 
fore, an attempt should be made to improve the powers of 
production of the country as a whole by greater attention to 
agricultural development, by educating the people, by 
promoting technical training, by developing ports, harbours 
waterwa; 5 rg^ railways, inean§, of communication, etc., and 
encouraging indigenous shipping so that the conditions of 
production may be brought up gradually to the level of 
other more advanced countries. 

Dnmpmg, 

15322. 11. So far as India is concerned, it would be an 
advantage to it to get all commodities that it is not able to 
manufacture, as cheaply as possible and precautions against 
dumping will be necessary only either when it is aimed at 
any particular industry already existing or at one that is 
likely to be (‘stablishcd or there is a general plan to prevent 
the development of, or cajDture industries which there is a 
reasonable prospect of developing ii\ India. 

Hand industHes to he specially fostered and helped to 
organise themselves efficiently, 

15323.12. For a long time to come hand industries will 
continue to retain their importance in our national economy. 
The bulk of the i^eople live "in villages and as agriculture 
cannot provide them all with subsistence these industries are 
necessary to promote the general well-being. Moreover, 
they have the same influence as peasant proprietorship in 
encouraging a feeling of independence and self-respect, and 
creating a freer life than is to be found in factories. It is 
therefore necessary to assist these industries as far as 
possible to maintain themselves in the face of both home 
and foreign competition. In the case of weaving coarse and 
very fine counts and silk fabrics and cheap woollen kamhlis, 
experience has shown that weavers can compete successfully 
'a^inst machine made goods. The removal of excise duties 
on cotton will pjmudicially afiect the weavers of low counts 
for some time. The instability of the industry however is 
not du^ so much to the competition of the mills as.to inade- 
quate organisation and inability to market the articles on 
the part of w-eavers. If systematic attention is paid to the 
improvement of the condition of the weavers and assistance 
given to them to use improved appliances and to obtain 
their raw materials and sell the products without the 
intervention of rapacious middlemen, they will he able 
easily to stand their ground. In the^ case of hand indus- 
tries therefore assistance shoixld be given only to organise 
the industry efficiently but should not take the fonxi of any 
bounties direct or indirect. 

Frecantions against foreign enterprises taking advantage 

of Indian Froteciive dniies io assist indigemm 

enterprise and exploiting the country. I 

15824 13. Having regard to the advantages, India would 
possess for manufactures under a prot^tive system some of 
the foreign finns which depend for their custom on the large 
market the country affords, may be induced to start 
the industries under the altered conditions here. It 
would be an advantage for more and more manufactured 
goods to be piuduced in the country itself whether 
% local />r foreign agency, hut precautions have to he 
taken where such concerns are established by foreign 
agency, that their superior combination and resources 
are not used to crush indigenous enterprise. Industrial 
development in India requires that the people should 
have adequate facilities to obtain training in factories. 
When these are under foreign control there will be the 
same difficulty for Indians to secure admission into them 
to be trsdned as there is in factories outside India. 3S[o 
special concessions should be usually granted to foreign 
fims and concessions when given should be carefully 
watehed. As the object is to promote the development of 
the resources of India in order to increase the earning 
power of the people it is necessary to ^ place restrictions in 
the way of concerns that are established merely to exploit 
the country and encourage them only if they are prepared 
to assist Indian development bj^ employing a part of the 
pnffits in the country and train Indians as far as possible. 
A rule should he- made that in the case of foreign enter- 
a percent^e of 'Uie capital should be raised in India 


and a certain proportion of the shareholders should be '^ 
Indians. ^In the case of concerns formed for developing coal 
and mineral resoui'ces and foreign enterprises for the 
cultivation of commercial crops on a large scale the grants 
should be for limited periods, the duration being sufficiently 
long to allow of an adequate return being obtained from 
the capital invested. The chances of large trusts or 
similar capitalistic combinations coming^ into existence ^ in 
India even under a system of protection and their being 
able to control prices to the prejudice of the people seem 
at present remote and the contingency, may for the present, 
he left out of consideration. 

IV. Effjbct of 'Pbotec<j?ion ojr Peices Consumees. 

Froteciive duties on articles properly selected nlll not 

raise prices 'permanently and will benefit the country 

by increasing employment. 

15325. As it is proposed to confine protective duties only 
to the case of such manufactures as may be established with 
advantage in India on a sufficiently large scale and the bulk 
of the export trade consists of raw materials, which other 
countries cannot do without the imposition of protective 
duties on the limited scale proposed is not calculated to 
affect foreign trade very much, while on the other hand 
the development of its own home market will benefit the 
country. 

15326. 14. Protective duties may temporarily add to the 
price, hut if the industries have been properly selected the 
advantages of cheaper raw materials and labour charges, 
savings in transport would lessen the cost of production 
and the increased employment provided for the people and 
other gains due to increase of local production would re- 
adjust the price to the benefit of the country. 

Fossibilities of lia%ca rtion against Indian export not 
serious. 

15327. 15. Every country now uses tariffs for retaliatory 
purposes. With the exception of machinery and manufac- 
tured goods of certain classes that could mostly he produced 
in India, she is very little dependent on foreign countries 
and the tariffs will give her a decided advantage in develo]i- 
ing her commercial policy as she can apply them to raw 
materials mirch needed by other countries. Protective 
duties may now be levied as special tariff^ on selected arti- 
cles. In case India has fiscal autonomy, it may be her 
advant^e to arrange for preference on the principles of 
the favoiu’ed nation treatment. 

V. The Position of Mysobe and othee Ihoiai? 

States m the scheme of taeiff Bbfoem, 

Increase in indirect taxation in which Indian States do 
not participate" opposed to their interests. - . 

15328. 16. I have now expressed my general views on a 
tariff policy foi'flndia. Though .the country taken as a 
whole would benefit by a system of protection and the 
Indian States would ^et many indirect advantages from 
such development, their own fiscal interests are however 
opposed to any increase of indirect taxation in British India 
that fails on their people without their being able to share 
in its benefits. 

Income from import and export duties has risen more 
than fourfold in the past XB years and has dotihled 
in the last quinquennium. Mysore contributes to in^ 
direct taxation in British India irrespective of the 
subsidy more than 25 per cent, tfits total 7^eveni(e.s. 

15323. 17. The total amount uf import and export diitu’s 
excluding the excise duties on cotton manufacture collected 
at th<‘ British Iiuliuu ports has risen from Us. 683 lakhs 
in 1308-09 to lls. 2,826 lakhs in 1020-21, the rise during 
the last quinquennium having been move than double. 
Taking the case of Mysore, it has been calculated that the 
people of the State coniributc about Hs. 58 lakhs to 
the British customs being the proportionate amount levied 
on articles consumed in ^lysore, which represents roughly 
about 20 per cent, of the total revenue of the State. No 
share in these customs is now givtui to the State though 
it makes an independent contribution of Hs. 35 lakhs^ per 
annum for the protection it receives from the British 
Government and also other indirect contributions such 
as profits of currency, etc., amounting to another Bs. 15 
lakhs. 

Indian States that novo participate in customs duties, 

15330. 18. At present, it is only States that lie on the 
seaboard such as Baroda, Povbunder, Travancore and Cwhin 
or, beyond the limits of ^ British India, Kashmir, to 
which ^ods are consigned in bond, that partic^te in cue- " 
toms, ^avaucore levies-An additiofi export duties on {sjcme-ef- ^ 
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its articles of export such as cocoanuts and their products, 
tea, pepper, jaggery, arecanut, tamarind and salt fth, etc. 

States have not been com'pen sated for the abolition of 
transit duties. Customs duU(s in their general 
operation on Indian States have the same effect as 
transit duties. ' 

1 5331. 19. Most of the States used to levy transit duties 
which have now been abolished as detrimental to the free 
movement of trade. The income from such transit duties 
Used to amount to nearly 10 to 11 lakhs of rupees per 
annum in Mysore and though some of the articles on 
whick these duties were levied were such that the burden 
could be shifted to the consumers being prdduced chiefly in 
Mysore the duties were abolished in order to remove anj*- 
possibility of restriction on trade. It has been well pointed 
out, that in so far as customs duties, paid by the Indian 
States which have no opportunities of spending them for 
the benefit of their subjects, ai’e concerned, they become 
more or less merely transit duties and conflict with one of 
the fundamental principles in regard to their incidence, as 
they are collected from the people who derive no direct 
benefit from them. 

16331^. 20. The extraordinary elasticity of the customs 
revenue has resulted iu a steady increase both in the rates of 
general tariff and is of duties on selected articles and as this 
increase no direct advantage to most of 1:he States concerned, 
the growth of! revenue from this source which is determined 
mainly by the needs of the Central Government is viewed 
with much concern by Indian States in general. 

Development of Indian States hampered by loss of this 
important item of revenue. 

15S3B. 21. The inability to derive any benefit from in- 
direct taxes naturally handicaps States having a progressive, 
administration in providing funds required for j)ublic expen- 
diture. I^or instance in Mysore, in addition to a subsidy, 
where the State makes a fui*ther contribution of more than 
25 per cent, of its revenues indirectly to the various sources 
of indirect taxation in British India that fall on the people ^ 
of Mysore, the want of these resources of taxation 
has greatly embarrassed the State in providing adequate 
funds to cope with the increasing demands for the discharge 
of even such essential functions as overcoming the extreme 
backwardness of the people in agriculture industries and 
commeipe, spreading education, decreasing death rate, im- 
proving sanitation, water-supply, etc. Even though it 
would be possible for the State to leVy export diities on 
certain articles, which being produced under conditions of 
special advantage in the State, the tax could be shifted to 
the consumers in British India and foreign countries, such 
as silk, copra, now^ used chiefly for edible pui*poses, are- 
xanuts, hides, tanning materials, fruits, minerals, etc., and 
an import duty on articles of luxury such as tobacco, it has 
hesitated to adopt the measure, as being surround^ on all 
sides by British Territory, the people have already to bear 
their share of all customs duties in India and such further 
duties unles^there is a certainty that they would be shifted 
to the consumers might become an additional impost on 
the people. ^ 

Improvements in fscal reform camiot be effected mlhoui 

reconcilinq the claims of Indian States to cc propor^ 
tionate share of customs revenue. 

15331 22. The claim of Indian States to a proportionate 
sh^i^e of sneh revenue and the desirability of allowing them 
to impose separate export and import duties either to meet 
their own fiscal requirements or for the development of their 
cwn iSdifestriBa consisWtly with the interests of Indian 
trade a whole deaeritres careful consideration and no fiscal 
reform will be complete unless suitable provision is made 
to protect the special interests of the Indian States. Even 
from the point of British Indian - interests the policy of 
imposing a drain on the resources of such States without 
any mTespanding advantages is calculated to react on the 
development of Indhi a ^Yhole. 

Additional handicajjs to developments in States. 

15335, 23. Indian States also feel that their development 
is unnecessarily hampered by their interests being treated as 
subordinate to British Indian intesrests, real or supposed, 
even in matters pertaining to their own internal develop- 
ment, that they have no influence over fiscal and other 
policies of the Government of India even when these affect 
their vital interests^ and that an all-round Indian develop- 
ment is not possible if their special interests are ignf»red and 
theii* co-operation is not enlisted. 

Bepdremenis of Mysore. 

15336. 23. The State suffers greatly from its remoteness ^ 
fi’om good harbours and thmigh the interests of trade in 


Southern India as a whole will be promoted by tbe develop- 
ment of a harbour near its frontier, vi&.f Bbatkal, the 
scheme has not yet received the necessary support on vari- 
ous considerations. Indian Railway Policy is too narrow 
and dominated by vested interests to give the needed 
impetus to the proper development of the country and in 
the case of the Indian States their interests are altogether 
ignored. The existing Railway system in the State does 
not coincide with the natural arteries of trade in the 
central portion of the southern half of the Peninsula. For 
instance, a through route between Bombay and Colombo 
is absolutely necessary which will be provided if the 
Nanjaugud Erode Section is completed. A connection 
between Bangalore and Hosur, and Ohitaldrug and Raya- 
drug will join its railway systejn to tbe bordering British 
Districts, while the want of several other lines cuts it off 
from its natural outlet.^ into the sea. These extensions are 
opposed by vested ^ interests with the result that the trade 
is forced into unsuitable channels leading to much loss. 

It is needless to dwell on the serious economic waste caused 
to tbe State when the bulk of its trade is bandied in distant 
ports over which it has no control and its own merchants 
are thus deprived of a connection with its own commerce. 

Large quantities of chrome, manganese, magnesite, mica, 
asbestos, corundum and other minerals are now exported 
from the State, and, though it has the advantage of cheap 
electric power and' can develop an industry in the products 
yet owing to its fiscal disabilities it bas not been able to 
reduce tbe export of these i-aw materials while its un- 
favourable position in tbe Railway system bas deprived it 
of a substantial portion of its profits even when tbe com- 
modities are exported in an unmanufactured state. 

Needs of the Mysore State in connection with Indian 
Fiscal Reform. 

15337. 25. So far .as Mysore is concerned its interests 
require recognition in the following respects : — 

(1) It should be consulted before any changes in the 
fiscal policy likely to affect its interests are 
^ effected and its industxdes allowed to participate 

on equal terms in any policy of protection that 
may be adapted. 

(V) It should be given a share in all customs duties 
equivalent to the amount levied on commodities 
consumed in Mysore to enable it to provide the 
funds needed for creating more facilities for 
trade by land and sea, and for the development 
of its resources. 

(3) It should be allowed the benefit of all exemptions 
given to British Indian Governments in regard 
to materials imported for public puijfoses, 

tOf) It inay levy export duties tin commodities of which 
it enjoys a partial monopoly, such as copra, 
coffee, spices, arecanut, silk, hides and skins and 
tanning materials, forest products, minerals, 
etc.,^ when such additional taxation is required 
for its fiscal purposes or for the developihent of 
its industries, preference being given to such 
commodities the imposts on which may be 
shifted to for-eign consumers. 

(5) It should also be assisted whenever necessaiy in 

the development of an industry for which it 
^ is particularly suited by the levy of a general 
protective duty in case such industry satisfies 
the general conditions under which such duties 
are imposed. In addition to commodities it 
shares with other parts of India it requires 
special duties on the export of sandalwood for 
the protection of its Sandalwood Oil Industry 
-and for its manufacture of charcoal pig iroii 
wood distillatiqii products, sostp, raw materials 
, . ^ for essential oils, lac, nux vomica andTotlier 
~ forest products. * ‘ 

(6) As I have emphasised in more "than one place 

measures for the promotion of industries will 
not have much effect unless the general • condi- 
tions that influence the development of industries 
such as shipping, transport and other facilities 
are simultaneously improved. The interests of 
the State should ' receive full consideration iu 
this respect and its powers for the complete 
development of all its resources should be ab- 
solutely unfettered, 

(7) The State .should be represented on any body that 

may be appinted to watch the effects of fiscal ' 
policy on industry and trade. 

Collection of emtoyns duties due to Indian Staates offer 
claim is recognised. r " 

'15B37a. 26. If the- claim of Indian States to participate in ' 
the customs contributed by them is recognised there should ^ 
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be no difficulty in devising a simple method to levy the 
duties without inconvenience or loss by any one of the 
numerous ways suggested for the purpose, i,e., either by a 
system of sending the goods in bond cr of drawbacks or 
division according to population or in proportion to public 
revenues or public expenditure. I am in favour of the last 
method. 

VI. OEGANISA.TION EOR INVESTIGATING THE CLAIMS 
OE Inhusteibs. 

153'38. 27. If a protective tariff is to he judiciously applied 
it is absolutely necessary to provide an organisation that will 
study the course of trade, watch the effects of such rates 
within India and elsewhere and propose the imposition or 
the abolition of new protective duties as the case may be. 
The organisation may consist of one representative" trom 
each* of the Chambex‘s of the Imperial Legislative Council, 
the Chamber of Trinces, two representatives of Industries 
and Commerce, at least one of whom should be an Indian, 
selected from the various Presidencies with a special re- 
presentative from the Commercial capitals, such as Bombay, 
Calcutta and Rangoon and a representative from the 
important Indian Stales. For local investigation a smaller 
organisation may be provided in each Presidency which will 
submit proposals to the Central Body. 

YII. Expoet Duties. 

'Export duties to he levied only on articles for which 
there is a full or partial monopoly. 

loS39. 2'2. As regards export duties, the articles have now 
been mainly selected on account of the full or partial mono- 
poly that India enjoys on account of the demand for such 
commodities from foreign countries wduch enables it to levy 
a tribute from the foreign consumers. The scope for increas- 
ing^ them is limited by the fact that unless confined to the 
articles for which the demand in other countries is such 
that it can bear the additional impost they have a tendency 
to diminish the volume of trade. I am not therefore in 
favour of the levy of any protective export duties to any 
material extent unless it is possible to stimulate the use of 
the commodity for manufacturing purposes w’ithin India 
and cheapen the articles for Indian customers or force the 
country using the raw material to use the manufactured 
article. This would be very difficult, for example, though 
India exports large quantities of bones and^ hides that are 
used largely for manufacture in Europe it is not possible to 
supplant these industries as they are highly specialised and 
they require a veiy high degree of technical skill. It is 
'therefore desirable to continue to levy these duties on the 
existing^ principles. Mysore supplies the largest quantity 
of tanning materials. It produces raw silk on a large 
scale. Its forests abound in articles from which valuable 
fibres or essences or drugs may be extracted. All these 
may be worked more or less on the principle ^ of jiartial 
monopoly 1 have mentioned above if the supply is properly 
controlled by mutual agreement Between the neighbouring 
Provincial Governments and Mysore. In my opinion as 


I have already explained fully in dealing with similar raw 
materials from Mysore some restriction should be imposed 
on the export of these commodities as they can be made to 
lead to the establishment of important industries. 

B. Imfebial Peeeeeenge. 

Difficulty to devi.>e any scheme of Impenal JEreference 
likely to benefit India. 

15340. 29, The weight of opinion appears to Be that so 
long as India does not enjoy fiscal autonomy no scheme of 
Imperial Preference is likely to be of advantage to it. More 
than 60 per cent, of the exports of India under normal condi- 
tions are taken by countries outside the Empire while India 
gets d nearly 70 per cent, of its imports frem the British 
Empire. I hus India practically buys from foreign countries 
only what the V nited Kingdom cannot supply and exports to 
them what the British Dominions cannot consume, ^ The 
aim being to develop manufactures in i ndia, the conditions 
are such that England is one of the principal countries 
against which some measure of protection will^ have to bo 
devised and India cannot afford a diversion of its trade and 
tbereby run the risk of losing half of its markets by joining 
in a scheme of pxreference. In these circumstances as has 
been rightly pointed out preferential trade will only mean* 
an unnecessary sacrifice of corresponding revenue and 
enhancement of the price of articles supplied by foreign 
countries. There is no doubt a great deal to^ be said in 
favour of the ideals regarding the consolidation of the 
empire and making itself sufficing but owing to the peculiar 
position of the Indian Government and the people, it is 
difficult to evolve any scheme in which the sacrifices it will 
be called upon to make, will not outw'eigh the advantages. 
Ko definite opinion can therefcu*e be expressed unless the 
details for a scheme of Imperial Preference have been 
worked out for all the component parts of the Empire 
including India and it is known to what extent India 'would 
be able to adjust its own fiscal system and assert its indivi- 
duality. The position of the Indian States in such a 
scheme of Imperial I reference has also to be considered 
for though it might be to their advantage to have the 
benefits of the scheme if India joins in it, cases in which 
their own interests might conflict with the general aiTan ce- 
ment would frequently occur and their place in and rela- 
tions to such a scheme have to be carefully settled. 

Conclusiok! 

15341.' 30. As I am not directly engagedin manufacture 
or the export or import business or the^retail trade and my 
knowledgejof the conditions is due to my association with 
the Department and the manufacturers and the businejis 
men of the State, I do not propose to enter into further 
details here. I have in the previous paras, referred fully to 
the Industries in Mysore that need protection and explained 
how the interests of its trade may^ be promoted and how 
the present policy in regard to the imposition of export and 
import duties in w'hich the State has no share has adversely 
aft'ected its development. ' 


Instalment showing the eaporte of mto materials from Mymre for comparkon mtk ike Indian 

exporU {in thoueands of rupees). 




1013-14 1 

1014-15 j 

1018-19 

1920*21 



Quantity. 

Value, j 

Quantity. | 

I 

Value. 

Quantity, 

Value. 

Quantity. 

Value, 

.... 

Cwt. 1,000 

101 

Hs. ! 
;33,93 ' 

88 

Rs. 

24,95 

1 

111 

Rs. 

99>00 

17 

Rs. 

46,23 

drains, pulses, etc. , . 

• 1,000 

1,330 

79,83 

812 

34,67 

807 

66,47 

306 

37,69 

3. Hides and skins, ran* . 

Tons 1,000 

26 

23,28 

3*6 

22,08 

3’0 

28,55 

3-4 

66,07 

4. Hides and skins tanned 

. 

... 

8-1 

... 

1,30 

... 

4,80 

1 

11,24 

5. Leather nnmannfactnred , 

. 

... 

27,30 

... 

53,01 

... 

70,68 

... 

[104,44 

e. on seeds .... 

Tons. 1,000 

81 

40,83 

10-3 

11,67 

10-3 

28,24 

17 

49,62 

7. Oils (aastor, cocoannt, groundnut, 
gingelt:^, etc.} 

... 

^2,14 


1,74 

... 

3,65 

... 

4,43 

$. Tuning materials (baxks^ myroba- 

lao, cutch, tnrwerio, etc.) Cwt. 1,000 

117 

6,70 

; 110 

6,57 

187 

15,70 

127 

11,01 

9. Timber .... 

. 

... 

6,83 j 

4,80 

... 

17,51 

... 

24,52 

10; Silk, raw . . . 

, lbs. 1,000 

451 

31,73 

t '209 

21,61 

641 

60,89 

522 


11. Silk, waste . 

, lbs, 1,(KH) 

... 


j 63 

13 

345 

2,66 

728 

8,91 

12, Manganese ore . 

Tons 1,000 

12'3 

62 

i 191 

} 

*2,28 

2*2 

27 

37 

32 

; 13. Chi^e ore , . By. Mds. 1,000 

32 

E6 

1 

1 


546 


66 

to. 
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IL-^List Bliowiiig ariicles imported/ into Mysore on which customs chit ies ore levied in British Tnchd\ 


(jRs. in T/iOusands,) 



Figures for 
1019 20 

Duty. 


Figures for 
1910-20 

Duty. 


. Bs. 




Bs. 




Value of net 




Value of not 




Imports Bs. 
(1,000). 




Imports Bs. 
(1,000). 

11% 


Cotton Manufactures, Kuropean 

2,680 

11% ai valorem. 

Copper (manufactured and un- 

336 

ad valorem. 

725 

11% 

Do. 

wrorght) . 

Cast Iron (Pi^ and ci stings) . 

' 131 

2‘i% 

Do. 

Apparel 

Building niateria’s (cemout 

4.16 

11% 

Do. 

3,077 

2i% 


pipes). 



Iron Wrought and Steel . 

Do. 

Coal and Coke {Bailv-:ny Maunds 

3,704 

8 annas per Ion, 

Tin (unwT ought) 

402 

r.% 

Do. 

1,000). 




Machinery and Mill work (other 




Explosives .... 

707 

11% (td valorem. 

than Agricultural), eleotaeal, 
steam engines and Mi^cellane* 

C 2,870 

2S% 

Do. 

Potassium and P> t. cyanide . 

234 

11% 

Do. 

ons, etc. 

) 

2^% 


Brags and Me<Bcines 

636 

11% 

Do. 

Mining Machinery . 

1479 

Do. 

Wines and Spirits, etc., Bail- 

7,471 

Bs. 9 per Imp. Gallon, 

Materials for Railway con : ruc- 

306 

2i% 

Do. 

way Maunds, 



tion. 




Ale and‘ Beer, ate., Bailway 

6,143 

Bs. O-e-6 per Imp. Gal. 





Maunds. 

‘ 


Kerosene oil (Railway Maunds 

380 

0-1-6 per gallon. 

Candles 

431 

11% ad valorem. 

1,000), 




Carriages and ca*ts . > . 

275 

11% 

Do. 

Liquid fuel . . . 

36 

7i% ad valtrm. 

Mot«>r cars and Mot'^r cycles . 

31 

11% 

Do. 

LuhrieaGng oils 

314 

11% 

Do. 

Bicycles and ptrts . . i 

72 

11% 

Do. 

Salt (Railway Maunds 1,000) . 

768 



Glass and earthen wa’ji 

470 

11% 

Do 

ilk piece goods (Foreign) , 

04 

30% ad valorem. 

Paper, Paste Board, etc. . 

1,098 

11% 

Do. 

Oilman’s Stores . , 

860 

11% 

Do. 

Lamp Ware .... 

94 

11% 

Do. 

Sugar, refined . 

1,510 i 

1B% 

Do. 

Sewing Machines . • . 

61 

11% 

Do. 

Fish (Eailw^ay Maunds) . 

12,000 



Paints and Colours 

194 

11% 

Do. 

Matches ..... 

781 

0-13-0^ per gross boxes. 

Soap . * • . • 

92 

11% 

Do, 

Glass bangles . • , . 

GS 

20% ad volorem. 


tS’ 


II statement showing the Dolnme and value of the export trade in some articles on which 

Mysore can levy export duties. 




1918-1914 

1914-1915 

1918-1910 

1019-1030 

Articles. 

m 


Quantity 

Railway 

Mds. 

Value, 

Quantity 

Railway 

Mds 

Value. 

Quantity 

Railway 

Mds. 

Value. 

Quantity 

Railway 

Mds. 

Value. 




Bs. 

* 

Bs. 


Bs. 


Bs. 

1* Tanning Barks , , 


1,68,000 

6,73,000 

1,42,904 

6,24,919 

2,10,831 

12,62,333 

1,54,933 

9,65,934 - 

2, Myrohalans , , , 

. • 

... 


6,709 

27,163 

41,840 

2,80,763 

16,363 

1,06,000 

3, Coeoanuts . • . • 


1,70,000 

7,76,000 

1,05,441 

" 3,21,063 

1,63,000 

6,30,366 

2,97,260 

16,46,971 

4. Copra . • . . 

. 

1,69,000 

36,63,000 

1,06,615 

19,74,943 

1,66,911 

30,64,374 

, 2,43,027 

67,17,277 

6. Hides and Skins, Raw and Tanned . 

76,000 

24,60,000 

1,03,859 

35,08,184 

1,12,340 

34,87,866 

10,07,762 

76,31,733 

6. Leather (mostly unmanufactured) 

61,000 

33,00,000 

73,173 

66,29,756 | 

76,399 

70,79,464 

70,393 

1,04,79,438 

7# Oil-seeds .... 

• « • 

8,43,000 

40,83,000 

3,80,707 

11,67;460 

6,26,620 

28,34,400 

! 4,64,825 

46,92,830 

fiOk . . . - . 

» • # 

6,509 

31,72,000 

8,642 

31,61,000 

6,691 

60,80,625 

j 6,366 

69,61,333 

' t.^Be^tedimts . '* . • 

• • * 

i 1,19,000 

81,99,009 

1,31,600 

30,80,863 

1,23,161 

48,86,440 i 1,66,906 

64,03,609 

lO.^tfhfrsfined Sugar, Jaggery 

ai^d Molases, 

6,68,000 

1 39,85,000 

3,73,000 

19,59,000 ' 

i 

4,44,100 

37,32,000 

4,29,300 

56,67,300 

11. Timber . . . • 


1,65,000’ 

[ 5,83,000 

1,28,000 

4,80,000 

2,72,000 

17,61,169 

3,33,508 

24,53,246 


■ IV , “Statement shotting the distribution of Population in the State in relation to Occupation^ 


Year. 

Total 

population. 

Total num- 
ber of 
persons 
dependent 
upon 

agriculture 
and pasture. 

Total num- 
ber of 
persons 
engaged in 
Industrial 
occupations. 

Totalnum* 
ber of 
^persons 
engaged in 
trade. 

1 

2 

3 

4 1 

1 6 

‘ ^ 



66,39,309 

37,43,813 

4,99,611 



58,0^193 

42,43,435 ■ 

4,43,133 ‘ 


1921 

69,78,892 

s 43*50,000 

4,23,997 > 
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Oral evidence of Mr. D’Sonza, Director of Industries and Commerce M^/sore, examined at Madras on the 2nd February 


15342. President— Q- Mr. D’Souza, you are Director of 
Industries, Mysore State ? 

A. Yes. 

15843. Q. Y^ou are in favour of a modification of the 
present fiscal policy of India ? 

A, Yes. 

15344. Q. Yovl would favour protection for the develop- 
ment of industries ? 

A. Yes. 

15345. Q. You think that one of the directions in which 
India should strive to develop industries is in the establish- 
ment of an Indian mercantile marine ? 


A. Yes. 

15346. Q. Do you think it is economically possible to go 
in for it ? Sui)posing that there was some loss involved in 
the estahlishn ent of a mercantile marine, do you ihink that 
India should face it ? 

A. Government would he quite justified in subsidis- 
ing it. 

15347. Q. You think that India should face^ it because 
there are certain corresponding advantages involved in 
maintaining a mercantile marine ? 

A. Yes. 

15348. Q. You are also making representations in regard 
to the Mysore State ? 

A. Yes. 

35349. Q. Y'ou summarise your demands in paragraph 
25 on page 15 of your written statement ? 

J. Yes. 

Q. You say that the Mysore State requires re- 
cognition IT) the following respect. It should be consulted 
before any changes in the fiscal policy likely to affect its 
interists are effected and its industries allowed to paiticipate 
on equal terms in any policy of protection that may be 
adopted.” Will you please explain how you think this can 
practically he carried out ? 

A. Ihis is a very large question and it is very difficult to 
explain how exactly to apply it. I have not as yet worked 
out any scheme. 'Our idea is that whenever any change m 
the fiscal policy is contemplated and our interests are 
affected, the State should have an opportunity ot expressing 
its views before any final decision is reached. 

16351. Q. That is to say, in the determination of the 
policy or in the application of the policy P 

A. Both in the determination and in the application of 
the policy. 

16362. Q. I can understand you if you say that in the 
deteimination of the policy the Indian States should ^ 
consulted, and as a matter of fact you know that H. E. ^ tho 
Viceroy publicly invited Indian States to put their views 
before this Commission in order that their views may be 
considered and recommendations made by this Commission 
in regard to the policy to he adopted for Deteimm- 

ing the percentage of protection that should he given to 
particular industries is a different matter. Will you please 
illustrate your meaning by taking a particular industry r 
A. Take, for example, the sandal \\ ood oil induBtry. vVe 
have got the sandalwood oil industry, hut there is a certain 
amount of sandalwood freely exported from India grown 
chiefiy in British India. H that export is prohibited we 
will probably be able to start a permanent mdusti^ m 
India. Nearly f of the sandalwood prodnced m India 
comes from Mvsore. Hut though all the Mysor^sandal- 
woot is distilled into oil in India, if European countries 
again begin the manufacture of sandal oil, it will 
difficult to withstand foreign competition. 

15353. Q. Surely, once the policy is settled, each State 
will be entitled to make representations to the (lovevnment 
of India in the matter of the application of a policy wnicii 
may hereafter be determined, in all cases. 

A. But hitherto that has not been the practice. 

- 15’354. Q. If the future fiscal policy of the Government 

of India is has<^ on present lines, free trade rev eu» e 

duties, then there will be no further room for consultation. 
But if the policy is changed and protection is adapted, then 
it is perfectly open to you to make representations to the 
Government of India as to the manner m which that 


A. That i.s whn,t we are asking. 

15355. Q. But you Crannot lay down that the Goverament 
of India shall consult vou. because there are many Indian 
f^tates. Each State that is affected or interested can make 
ropre^entatinns, and I think the Government of India will 
he ]»repared to consider them. But you cannot lay it 
clown that the Government of India miisst consult you before 
any changes in fiscal policy likely to affect your interests 
are affected ? 

A. We want to have an opportunity of pointing out the 
effects of such a policy on us. Very often after a measure 
is decided'Upon it comes to our notice. 

15356. Q. On tho fiscal policy wc would cordially welcome 
any opinion that yon can put before us ? 

A. The Inoian States want to go direct to the Govern- 
ment of India and deisrc thut ihev should have an oppor- 
tuuiiy of <i:elting their interests safeguarded. 

153 17. Q. I was sugyresting that you should. Then as 
regnrus paragraph 25 (2) of vour siatenient about getting a 
share in tv e customs duties I should like you to tell us 
about your scheme and whether it is a matter of practical 
polilics. Y’ou sav in paragraph 17 of you) statcmeiU that 
\our State is paying Tv,s. 35 lakhs to Imperial revenues, 
while you calculate, working on a population basis, that 
the State contributes roughly Us. 58 lakhs to the Customs 
revenues. That comes to Bs." 03 laklis in all. Can you 
tell me on what grounds the payment of Rs. 35 lakhs per 
annum is made ? It must be'" either hy agreement for hy 
treaty ? 

A. There is «a treaty. The amount is paid for tho 
advantages of the Priti'sh connection— chiefly military pro- 
tection. At the time the original agreement was made 
the customs duties were not very important, and it was not 
realised that in the shape of these customs we would also he 
indirectly paving for the advantages of British connection. 
The State has agreed to pay Rs. 35 lakbs per annum for the 
advantages of the British connection, hy a treaty in lieu of 
all other contnbutions. 

15358. Q. What is the wording of the treaty ? 

A. T have not got it here. 

15359. Q. Can you not tell us approximately ? 

A. It is on account of the military protection which we 
enjoy from the British connection. 

15360. Q. Take, for instance, military charges, the co.st 
of i)olice and other thiivis. The military expenditure works 
out at lis. 2 per head. 

A. The State has made its own arrangements for 
internal protection. But as regards the military expendi- 
ture of the British Government, a part of the army is 
maintained for preserving order in British India^ with 
which we are not concerned, at least we are not directly 
concerned. We maintain our oaui police and our own 
army. So we cannot be called upon to pay for services 
for which we have made other arrangements. The usual 
wav to take the charges is 50 per cent, internal^ and 50 
per cent, external. The customs revenue has been increased 
by about 4 times during the last 10 years. Taking all 
things together we are paying very much more than the 
people in British India. 

15361, Q. That is because you work the cot,t per head 
of the population. 

A. We had a calculation made some years ago on tho 
actual commodities. 


16362. Q Don’t you get a large number of other indirect 
advantages besides military protection ? - ^ 

A. We have to pay a very large amount for this. Wo 
maintain an Imperial Service Lancers Regiment on which 
we spend about Rs. 8 lakhs. We give a subsidy and also 
customs duties the amount of which is continuously 
increasing. 

15363. Q, This is a matter which I do^not think you can 
expect the Commission to examine. You had better get 
your State to make a representation direct to tho Govera- 

- . f T 1 __ T vmt fimAV 


a 

I 


A You were pleased to say that the Yiwroy h^ asked 

the Inim States to inake their representations. 


meat or inaia, oeuause, as ® v ^ 

protection for the Targe military expenditure that is hem 
incurred and also various other indirect ^van^es thi 
vou get by being within the Indian Empire. This is 
matter which can only be investigated by experts and 

•• I in • 1 , 1 • n nAQ.I wTt.K Tl r 
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16364, Q, Kepresentations as to wha,t the fiscal policy of 
India should he. I do not think that we are concerned with 
the application of that policy. 

J* But are they justified in raisins^ the customs revenue 
for whatever purposes to an unlimited extent and impose 
of greater strain on the people of the Indian States ? 

15865, Q. Supposing that the Government of India 
comes to the conclusion th.at it is necessary that in the 
economic interests of India industrial development should 
take place, that industries should he piotected, and that for 
that purpose protective duties should he imposed. \‘ou do 
not mean to say that the Government of India should not 
apply that policy ? 

A. No. 

15366. Q. All that you can say is that you can examine 
that i)oliey as it affects you and rnalce- representations to the 
Government of India so that no injustice may be done to* 
your interests. T ask another question. Suppose imported 
manufactures compete with industries established in 
British India and with industries edablished in Indian 
States, then what protection India gives to Indian interests 
in British India indirectly protects your industries a"* so, 

A. Sometimes our interests may he in conflict with 
British Indian interests 

15367. Q. That is a matter for representation. I am 
talking to you of the general principle that your industries 
are as much protected hy this policy as industries cstahlishcd 
in British India and as a mattei* of fact there has been a 
fair development of industries in impoiiant Indian States 
throughout India. 

A^ It is not due to tha policy. 

35368, Q. You would admit that protection would help 
you. 

A. Yes. 

15369. Q. Therefore it is to your advantage that protec- 
duties should bo levied. 

Yes, hut if protective duties are levied in respect of 
a- commodity which we consume, we want a share of those 
protective duties. 

15370. Q. It is not, I think, within our power to 
recommend allocation of customs revenue. 

A^ That is our legitimate claim. 

15371, Q. You can make a representation. Then as 
regards (3) in your answer to Question No. 23 “ it should be 
allowed the benefit of all exemptions given to f^ritish Indian 
Governments in regard to materials imported for public 
purposes ** we have had many witnesses suggest that an 
import duty should be levied on * goods whether imported 
hy Government or private bodies. If that policy is 
ultimately adopted, you would withdraw joiiv suggestion, 

A. We do not want this discrimination. 

15375i. Q. In sub -paragraph (4) of the same paragraph 
you suggest that the Mysore State should be pennitted to 
levy export duties on conimodities ? 

A, "We have got cocoanut which is entirely used for 
edible purposes. It has got a special value and we want to 
levy an export duty. 

' 15373. Q* Are you prevented now from doing that? 

A* We have not done it so far. 

15374, Q. As far as I know the Indian States have their 
own import and export tariffs, 

A- We are not levying any at present. 

153f5. Q. But you are not precluded from doing so ? 

A* To levy a new tax, we have got to get the sanction of 
the Government of India, The export duty will he a new 
tsi aoootding to the treaty teiins^ 

15376. Q. Is it a matter of treaty arrangements? As 
far as I know Indian States are entitled to have their own 
fiscal policy. They can levy export and import duties as 
much as they please/ 

We want that power to he specially recognised. 

15377. Q. Then you say that “the Mysore State should 
also he assisted whenever necessary in the development of an 
industry for which it is particnlaily suited by the levy of 
a general protective duty in case such industiy satisfies the 
general conditions -under which such duties are imposed. 
Will you please explain what you mean hy this? Who is 
tol&illowyou? 

A, There ate certain industries which we wish to develop. 
For example I will give you a specific industry. We are 
very inueh interested in the development of the silk 
industry. We produce nearly a crore of rupees worth of 
silk. We^are not able to develop our industry fully on 
account of the conipetition of the Chine.se and Japiinbbe 
silks. 

15378. In what market ? 

In the Indian market itself, 

15379. Q. Then you want protection for. your industry 
in the Indian mai'k^t and not in youi- own market ? 


A. The resources of the State are such that this silk 
industry is capable of very much more development, which 
would not only satisfy the requirements of India hut 
also could be exported. If protection could be given w^e 
could develop it. We also want to develop the Sandal- 
wood oil industry. 

15380. Q Do you mean that if a protective policy were 
adopted, the duty on the iinpoi’ted silk should be so raised 
as to indirectly help you to maintain that industry? 

A. That is ‘so. 

16381. Q. That is what I have been telling you all 
along. If a protective policy were adopted, you will 
automatically get indirectly all the advantages for the 
development of your industry. 

A, There may be particular industries in which we 
are interested hut in which the rest of India is not 
interested. 

• 163 ’^2. Q. Silk is grown in Bengal. This must be a 
matter of private negotiation between the State and the 
Government of India once that policy is laid down hut as a 
general proposition protective tariffs would automatically 
help the development of industries of Indian States for 
which they have natural advantages ? 

A, Yes. 

15383. Q. Then in suh-paragraph (6) of the same 
pai*agraph you deal with the general conditions and say that 
“ in the development* of industries the interests of the 
State should receive full consideration in this re ^pcct and its 
powers for the complete development of all its resources 
should be absolutefy unfettered.’* Will you plea-c explain 
what you mean hy that ? 

A. I have given the illustration of what I mean in 
paragraph 24. 

15:{S4. Q. You say the “ Indian Eailway policy^ is too 
narrow and dominated hy vested interests to give the 
needed impetus to the proper development of the country 
and in the case of the Indian States their interests are 
altogether ignored”. Will you please enlarge upon 'it and 
explain to us a little more fully what you mean P 

A- For example we have no port to which we could send 
our goods direct. We have either to go to Madinas or to 
Marmagoa or to Mangalore which is not open. W e have 
not been able to secure an access to a port. Then our 
railway system is so dominated by vested interests that we 
have not got the natural outlets which we should have. For 
instance the Nanjangiid-Erode section^ which would connect 
the State with the South, though we asked for this line, 
there ai’e certain other vested interests ■'vhieh prevent us 
from canning out these extensions. We are anxious that 
our railway system should be adjusted in such a ^\ay as to 
give the best scope for the development of our State, 

15385. Q. You say that the State should he represented 
on any body that m^ be appointed to watch the effects 
' of .fiscal policy on industry and trade. Do you want a 
representative on that body P 

A. In paragraph ,27, 1 have explained what we require in 
fuller detail 

16386. Q. There is a constitution proposed. Then you 
want a lepresentative. of the Chamber of Princes ? 

A. Yes. 

15387. Mr. Narotta'ni Morarjee.-- Q. Canyon give any 
instance in which the absence of protective duties has 
affected the development of industries in your State ? 

’ A. 1 have given instances of the Silk and Sandalwood 
oil industries and to a certain extent hides and skins. We 
have got a very large trade in hides and skins. We have 
started a chrome tannery and we have not been able to 
develop this fully. We don’t derive any benefit from the 
export duty on hides. It is ail taken away by the Govern- 
ment of India and in that way we find ourselves hairdi- 
capped in the development of our industries. , 

15388. Q. Are there any particular industries- in the State ^ 
\^hich a policy of protection could develop? ' 

A* I have just mentioned that w-e could develop the 
silk and sandalwood oil industries * with a certain amount 
of protection. We could also develop our timber and our 
mineral resources. 

15389, Q. Mr. Sastri told us this morning that you, find 
that when you import articles from foreign countries or 
from other parts of India, the freight is very heavy, 

A. Yes, 

15390. Q. But if you had a port, you will be able to 
export and import foreign articles much cheaper ? 

A. Yes, 

, 15391. Q. That is your argument. . < 

A. Yes. In' fact it costs us more to ^end cotton fi’dm 
Mysore to Bombay in freight. 

15392. Q. 1 understand that the State has taken special 
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steps for tlie development of industries. What is your 
experience of these measures ? ^ 

A, We have adopted a system for the development of 
industries by the grant of financial assistance, technical 
advice, etc.^and thafhas been working fairly^ satisfactorily. 
The State has also pioneered certain industries, for example 
the soap factory which is also working satisfactorDj. 
There are certain others which are earned on to a certain 
stage and then passed on to private enterprise. There are 
certain industries like the sandalwood oil industry which 
the Sta'e has started and maintains, as it controls the raw 
product. Under present conditions it is very difiicult to 
say to what extent the State is justified in starting an 
industry. At present wc are tiying to take up only such 
industiucs as might he a demonstration to the peoj)le with 
the ojjject of eneour£^*‘ing private enterprise and to give full 
impetus to develop industries. 

\ 5393. Q. Supposing an industry started by the State is 
X>rofitable, other people will he able to start industries in 
competition with 'the State ? 

A, There are few such industries, and in such cases full 
scope is given to private enterprise. 

15391.’ Q. What about Tlydro-Electric works ? 

A. 'A’o consider that as these wat(?r resources bedong to 
the State it is hotter tor it to deveky these things. Even in 
these case.s, so far as the State is concerned, the object is 
not so much to augment its income as to increase the 
facilities Tor the develoxjment oC industries. 

15395. Q. If the industries startc'd by the State made 
largo profits, were they made over to private enterprise ? 

A. Yes, they will be. Wo do not want to increase our 
revenues by the “tarting c f industries. 

15898. Q. What are the prospects of the handloom 
weaving industry in the Mysore State ? 

A, We have had a remarkable ^ development in the 
weaving industry on account of high prices of cloth. In 
^Mysore for example we have got silk weaving and are 
weaving finer counts of cloth required by the well-to-do 
classes. We have designed several appliances. 'Ihere has 
been in short a great deal of improvement in the industry. 

15:'‘’97. Q, Is not the silk industry managed by* the 
Salvation Army ? 

4 . No, They maintain a small farm. The silk industry 
is carried on by private individuals. There is a very large 
trade done by the people. 

15398. Q. Has the cloth produced by the handlooms been 
exported outside P 

A. Not outside India. 

15399. Q. But outside Mysore ? 

4. Largely, 

16400. Q. Has the excise duty m any way benefited 
you ? 

- 4. That we cannot say. As I have said in the note the 

present backward position of handloom weavers is due 
to the fact that they have not got proper financial assistance, 
and the excise duty has not had much effect. 

16^1, Q. Would cottage industries he benefited by 

protection? . n . . , . 

4 . I don’t think that these industries can be improved 
merely by protection. They are dealf with in a diffei-ent 

J540S.'Q. What is the general effect of gold mining in 
Mysore ? Has that h^n entirely to the advantage of the 
State P 

4. A certain amount of capital has been invested in the 
SktL It provides a certain amount of employment to 
persons within the State. * , , , . 

15403. Q. How do you say that export duties will 

benefitthe trade? . . . ^ 

A. In certain articles as I have pointed out a part of 
India has got a monopoly and the export duty can always 
he shifted on to the consumor. For example we grow what 
is called nut which has a special reputation. Fonuerly 
we had an excise duty on it which amounted to a few 
lakhs. The excise duty has been removed and it has not 
affected the betel price. If you levy an export duty on these 
articles, it will not at all affect the State in the development 


of industries. « cj. x 

15404. Q. Is the silk produced by^ the Mysore fetate 
better than what is produced in Kashmir ? 


4 ' In Kashmir the eggs are brought from Europe ; ours 
are all local. So far as the quality is concerned I do not 
think there is much difference. There is much room for 
* the development of the silk industry. This is evident from 
the fact that an Italian firm is going to erect a filature at 
Kollegal on the border of the Mysore State. Much of the 
silk at present exported to Europe is in the shape of cocoons 


be able to prohibit the export of cocoons and send reeled 
silk. 

15405. Str Mmiagw Welh,—Q, In your answer to 
Question No. 2 you say that agriculture in India has not 
undergone much improvement owing to the absence of the 
impetus which the presence of manufacture would have 
given to it Would you please explain exactly what benefit 
or impetus you consider that the agricultural industry 
would derive from the presence of manufactures ? 

4. Agriculture is now sufEering from want of capital 
chiefly. 

15106. Q. I have never heard of that before P 
4. That is what we feel. A great deal of improvement 
is retarded by the fact that tboro is not sufficient capital 
forthcoming for carrying on cultivation on an improved 
scale. 

^ 15107. Q. Are you roferring'to the Mysore State ? 

4. I am referring to Mysore and also to Indi’i generally. 
If the rifot had more capital, he would prebahly get more 
crops from his land. 

15408. Q. I have never heard it said thni it is the lack 
A capital that stands in the way. 

4. Oaintal i.s not the only tning that is lacking ; thei’e 
is uant of trained knowledge also ; Mso other things. Tlie 
rgot now cultivato.5 on such a small scale that he is nut 
able to get the utmost Lcneht out of his land. 

15409. Q. You think that the presence of industries 
would place more capital in the liands of the agriculturist. 

4. These two would act and react on each other. When ‘ 
a certain amount of the pox)ulation leave agriculture and 
take to industrie.s, those that remain on in agriculture will 
he forced to adopt labour saving appliancc.s and try to get 
more ont of the laud. What hax)pens now is that there are 
no industries and these jjeople concentrate on the land and 
consequently^ there is more labour spent on land tlian would 
ho otherwise necessary. 

15 HO. Q. Then you think that it would be an advantage 
to draw some labour off the land into the industries. . 

4. Yes. 

15411, Q. In order to force those who were left on the 
land to adopt more up-to-date methods P 
4. Yes. These things will act and react on each other 
in that way. 

15412. Q. But will not the agricultural labourer multiply 
up to the same numbers and standards as before, and you 
will have just the same position ? 

^ 4, As the occupations are increased, the standard of 
living also rises, and this would rebeve the pressure on the. 
land. 

16413. Q. I am not sure whether Indian history bears 
you out. 

15414. Mr. Cogajee. — Q. You observe in your reply to 
Question jSTo. ID that Side by side with the imposition of 
protective duties therefore, an attempt should he made to 
improve the powers of production of the country as a whole 
by greater attention to agricultural development, by edu- 
cating iue people, etc.” Does this imply that you w'ant 
protection as part of a larger programme generally ? 

4. Ye.'?. 

15415. Q. Otherwise it would he useless? 

4. Yes. 

16416. Q. Or at least it will lose much of it.s value. 

4. Yes. 

15417. Q. In your answer to Question No. 3 you say 
that agricultural improvement is a condition xwecedent to 
disengaging labour tor manufactures ? 

4,^ Yes. 

16418. Q. So that those imx)rovements must go on side- 
by-side. 

4. That is my opinion. 

154i9. Q. In your answer to Question No. 8, you 
observe that “ on the principles set forth in paragraph 5 
above, the commc.diti<’s to which protection may be im- 
mediately applied will not be numerous.” Your idea i.s thsit 
we shouTd fxtend protection by stages, to take the most 
promising ones first and theTi canyon the work further as 
the experiment proves a success ? 

4. Yes, not exactly the experiment, but as we have 
exhausted the processes. 

15420. Q. In paragraph 9 you say that the “ creation of 
an Indian Mtucantile marine has a pieponderant claim in re^ 
gard to facilities to be provided for an all-round develop- 
ment.” Can you suggest to ask any fiscal measures by 
which this creation of the Indian Mercantile marine can be 
promoted ? 

4. Subsidies would be quite justified, and legislation also 
could be adopted as in America. 

1 RAOl n T*n *3C A+ TTArtv ’r^rerl «o.»r 
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existing principles. That is to say they should he cautiously 
tackled. There is some risk there. 

A. Yes. 

15422. Q. In paragraph 29 you say “ no definite opinion 
can therefore be expressed unless the details for a scheme of 
Imperial Preference have been worked out.’* Do you mean 
to say that your idea about Imperial Preference is all 
dependent on the sort of programme made out ? 

A. Yes, to what extent we are in a position to develop 
our fiscal system. 

15423. Mr. BesJiagm Aygar. — Q. As regards the 
handloom industry you say that if tlie excise duty is * 
removed, the handloom industry would sniffer. 

A. I cannot exactly say that. If the handloom weaver 
has got proper capital and if his business is properly orga- 
nised, he will be able to compete. 

lo424, Q., The removal of the excise duty will have a 
prejudicial effect for some time. 

A. Yos. 

15425. Q,, At pi’esent there is no duty upon yarn. 

A. I hei*e is no duty, that is how they henefit. 

15426. Q, You would not recommend a duty on yarn. 

No. T am in fa^mur of giving more encouragement. 

16427. Q, T am unable to follow your answer with regard 
to transit duties. T take it that these transit duties had the 
effect of putting the consigner in the Mysore State in a had 
position,' that is to say, if the person who transmitted the 
goods into the Mysore State had to pay the transit duty, he 
would pass it on to the consumer. 

A. The transit duties were on products sent from Mysore. 
We had no transit duties on products that came into 
Mysore. 

15428. Q. You used to collect transit duties on goods 
sent out from Mysore and that was abolished. 

A. Yes. 

15429, Q. Would you like, in case your industry thrives, 

- to have that re-estahlished ? 

A. No. Customs duties have been increased to such an 
extent that the taxable capacity of our people has been 
greatly trenched by these extra levies from British India and 
we find it exceedingly difficult to find any fesh sources of 
taxation and the contribution we are now making is very 
much moi*e than wbat it was some yeai’s ago. 

15430. Q, Sirpposing the Siiaim quo ante is restored, then 
you have^no duty to claim. 

A, It is very difficult to say that this transit duties will 
not he^ shifted back to the people of Mysore under present 
conditions. 

16431. Q. You say in your memorandum that there are 
about 59 lakhs of people in your province. 

A. Yes. 

16432. Q. You take roughly 60 lakhs and it was pointed 
out that the military charges come to about Es. 2 a head. 

A. Yes. 

16433. Q, Making a calculation upon the population 
you will have to pay something like Es. 1,20,000. 

^ A, We pay the currency profits and there are many other 
items. 

15434 Q. As regards military charges, you would have 
to pay Es, 1,20,000. ^ 

A* As I have pointed out half of that was for internal 
protection. 

15436, Q. Have you worked out the charges as to how 
much is spent upon the internal protection and how much 
on Oxteamal protection? 

I can work out the details and send it to the Com* 
mission, if required. 

15436. (i. As regards the army, would it not he of use 
to you, whenever there is any disturbanse ? 

it. We have got enough of our own men' for this purpose. 

16437. Q. You have put down that about Es. 62 lakhs is 
spent upon the maintenance of internal peace but unless you 
are sure of the figures there is no use in pursuing the 
matter any further. 

A, I say that what we pay is much more than people in 
British India whatever provision you may make for internal 
a,s well as external protection. 

16438. Q. We are largely proceeding on hypothetical lines. 
In the settlement of a jxilicy of free trade or of protection, 
are the interests of the people of Mysore in any way different 
from the interests of the people of British India ? 

A. We don*t say that the interests are different but 
occasionally cases may arise in which the interests of 
Mysore may he governed by different principles. 

16439. Q. Ordinarily your interests are identical with the 
interests of the people in British India. 

A^ Yes, 


15440. Q. I quite realise that there may he peculiar 
circumstances which would necessitate^ your being consulted 
individually. 

M. Yes. 

15i41. Q- In that case, as has been pointed out there 
will he no difficulty in making your representation. 

A. Yes. 

15142. Mr. Birla . — Q. Are these your own views? 

A. My own. But Government asked me to give 
evidence. 

15443. Q. You don’t represent the views of the Mysore 
Government. 

A. No. 

15444 Q. You have touched on the question of foreign 
capital and it appears to me from what you say that you are 
a little suspicious about foreign capitalists coming here and 
e»tahlishing businesses under protection. Have you got any 
special reasons to he suspicious ? 

A. I have had opportunities of meeting people outside 
India and many of them have expressed their readiness to 
start industries here. I don’t wish to give specific instances. 

I have had opportunities of meeting people outside India 
who have expressed their readiness do come and start 
industries in India on a joint partnership basis provided ^ 
certain other conditions were satisfactory. 

The thing is this. India is one of the biggest markets 
for many countries. The moment we start industries 
here under a system of protection they will lose that 
market. Naturally those people would not allow the 
market to be lost easily, and they would lik ) to start their 
factories in India. 

15446. Q. Would it he to our interest ? 

A. For the time being it will support a certain amount 
of our labour and our people will get the wages. 
Bub if they are not going to train us in the higher branches 
of the industry it will not benefit us in the long run. 

15446. Q. What has been your experience in the past ? 

A. We have got our gold mining industry, and even 
though large loyalties are paid to the Government we do 
not find that any Indians are trained in mining. 

15447. Q. Have you got any rule in your province that 
your students should he trained ? 

A. Whenever any foreign capitalists are established in 
India, they have confidence in their own men and they do 
not admit our men. Wo have got two „ mines in the 
Mysore State, the Gold Mines ai.d the Manganese Mines. 
In both these our men do not find employment. 

16448. Q. Have you approached the Government ? 

A. We have been trying to get our people drained in 
that way. We have got some arrangement with the 
General Electric Company to train a lot of people, and that 
' is why we are able to do all our work with loc^ men, with 
the exception of the man at the top. 

15449. Q. You want a controlling share in the hands of 
Indians ? . 

A. 1 do not say “ a controlling At any rate, Indians 
should have a substantial share in the capital, so that 
eventually they may have a controlling voice. 

15450. Q. Would it he practicable ? 

A. In Japan there is some arrangement under which 
control is locally exercised by Japanese. The training of 
Japanese for every position is insisted upon.. ^ 

15451. Q. What is the percentage of capital subscribed 
by the Japanese ? 

A. In some cases, I understand, about 60 p. c. of the 
capital hag been contributed by^ the Japanese. 

16452. Q. Is there any rule in Japan that so much capital 
should be contributed by the Japanese ? 

A. 1 do not know the»t. 

16453. Sir Maneo^kjoe I understood 

you to say that in your' opinion the taxable capacity of your 
people has been substantially drawn upon by ftiese increased 
tariffs ? 

'A. Taxable capacity has been drawn upon more than is 
necessary by increased tariffs. 

15464. Q. And it is on this ground that you want a 
' share in the general tariff ? 

A. We have not got money for our own development. 

15455. Q. Is this position of yours different from that 
of the people in British India ? If that argument applies 
to your case, it applies with greater force to the taxable 
capacity of the people in British India. , 

A. You do take part in the advantages accruing to British 
India out of this tariff. The provinces are integral parts of 
British India, hut we are not integral parts. 

15456. Q. You want to share in the money, because you 
think that there bus been a drain on lihe taxable capacity 
of your people ? 



A, Yes. 

15457. Q. Your people buy these imported goods and 
if we increase the import duties your people suffer. Is that 
your argument ? 

A. We have not the least objection to the Provincial 
Governments getting a share of the Customs revenue. 

16458. Q. Would jrou not admit that the British Indians 
are in the same position as regards this taxable capacity ? 

A. The people in British India ore affected to^ the same 
extent hs the people in Mysore, but the penple^ in British 
India share in the advantages accruing from that duty, 
but we do not. 

15159. Q. Don’t you share in the protection ? 

A, Not to the extent that we contribute. TVc contribute 
in other ways too : we give subsidies, and there is the profit 
nade ouf of the currency. 

15160. Q. You vive subsidies not for this purpose, but 
for sovereign rights. It is a treaty obligation that you dis- 
ch-»rge. By mutual intercourse with British India, is not 
your State benefited ? 

A, If we get a share in the taxes we w^onld he benefited 
more. . 

15461. Q. Is not your State benefited very substantially 
by the mutual industrial and economic intercourse with 
British India ? 

A. Y es, it is. . ^ , 

16462. Q. Then, if this system oE protection is conceded 
to India, you will also be indirectly benefited ? 

A. Tlie industry for which you give protection may he 
producing a commodity which our people want, and they 
will have to pay higher prices for it. 

15463. Q. That applies also to the people of British 
India ; they will also have to pay higher prices, so there is 
no real distinction between the two. I quite sympathise 
with your desire to get as much money out of British India 
as you can. . . . 

A. It is not taking any money out of British India, Sir. 
We want to share in the duty you raise out of the products 
we consume. , 

16464. Q. My point is : that there is no conflict 
between the interests of the xieople of your State and the 
interests of the people ot British India, so far as their 
taxable capacity is concerned. 

A* The people of British India directly benefit by the 
duty. Whatever is required for development or for the 
cost of administration is partly met by means of this 
additional taxation. 

16465. Qit You also get a direct return in that you get 
protection. 

A, For that we ai*e paying separately. ^ 

15466. Q. When were these transit duties abolished 
in your State ? 


A^ The last one was abolished in 1906. . 

15467. Q. Von reduced these duties not out of philan- 
thropic motives, but to permit of a further intercourse with 

British India ? ^ i u 

A* We abolished our transit duties thinking that it 
would develop our industries. 

16468. Q. Because you thought it would be more profit- 
able to the 8tate to have a freer commercial intercourse ? 
You thought that these duties would hamper that inter- 
course. So you cannot blame anybody. It was a -policy 
adopted in the interests of your Slate, Because ,tou 
relinquish actrtaiu revenue in the interests of your State, 
you cannot ask for a share in our customs duties ? 

A. It is the British consumer that has benefited by the 
abolition of these transit duties. Tliat is what 1 have 
pointed out. 

15469. Mr. Narottam MorarJPG.—Q, How many 
handlocms have you in the Mysore State ? 

A. I have not got the figures ju&t now : I will send 
them to you later on. 


Copy of a letter No. G. C.-301, dated the Tdih February 
11*22, from P. G. D’Souza, Esquiiv, B.A., B.L., 
Director of Industries and Cfinmcrce in Mysore, 
Bangalore (India), to the Chairman, the Indian Fiscal 
Commission Camp. 

15470. With reference to my evidence before the Fiscal 
^Commission, Madras, I have the henour to forward b.crewith 
for !• e information of the CommisHioii an extract frem the 
Instrument of Transfer, 1881 {paragraph 6) as a queftticn 
was raised as to the objects with which a bubsid; is paid. 
In the Treaty of Mysore revised in 19 13 this laragraph 
appears as Article 4 and the words used are identical. I 
shall be glad to furnish any fuidher infomation or 
explanation that may be required. 

, Bxtracf from the Instrument of Transfer, 1881* 

15471. Paragraph 5. The British Government having 
undertaken to defend and protect the said territories 
against all external enemies, and to relieve the Maha- 
raja of Mysore of the obligation to keep troops ready 
to serve with the British army when required, there 
shall, in consideration of such undertaking, be paid 
from the revenues of the said territories to the British 
Government an annual sum of Government Bupees 
thirty-five lakhs in two half-yearly instalments, coih- 
mencing from the said 25th day of March 1881. 


Witness No. 104. 


Tlif, RAI BAHADtJB K. VENKATA RBDDI NAYUDU, B.A., B.L., M.I 1 .C. 

Written statement dated the 20th December 1921. 


15472. 1. I am the Minister of Agriculture and of 
Industries in the Government of Madras. I belong to 
an agricultural community, being a Kapu by birth. 
1 have no personal interest, in any industrial concern 
country. 

15473. 2. I am giving evidence in my individual 
capacity. My views are not intended to express the 
views of the Government of which I am a member, 
though they do not materially differ. I do not propose 
to answer seriatim the questions issued by^ the Com- 
mission. I should like to express my views in a 
' general form. 

15474. 3. The main question involved in these 
.enquiries is “ What -is to be the tariff policy of the 
Government of India including the question of the 
^desirability of adopting the principle of Imperial Pre- 
ference.’* In other words, ** w’hicn do you recommend 
— (1) Free Trade, (2) Imperial Preference or (3) Pro- 
tection.” 

^The British Policy* 

15475, 4. A brief survey of Britain’s trade policy 
, may not be out of place in a discussion like this. 

A-n-At-rr tx7P.a rvrnfiAftfciomfit 


in the beginning of her trade development. Per- 
haps the greatest measure of her protective 
policy was contained in the famous Navigation 
Acts. These Acts originally introduced by. Crom- 
well in the year 1651 and rightly called the maritime 
charter and followed by subsequent Acts of a similar 
nature and which held sway till the year 1854, were 
not only responsible for the decline of the Butch sea- 
power and making England the Mistress of the Seas, 
but for also laying the foundations of the British indus- 
trial supremacy. It is also recognized on high author- 
ity that the War of Independence in America and the 
secession of the thirteen provinces was due to the 
parliamentary taxation for revenue and not ^ trade 
restrictions ov tariffs for commercial regulation. In 
the famous Declaration of Bights drawn up by 
the Philadelphian Congress, we find 

** From the necessity of the case and in regard to 
mutual interests of both countries we cheerfully con- 
sent to the operation of such Acts of the British Parlia- 
ment as are bond fide restrained to the regulation of 
our external commerce for the purpose of securing the 
commercial advantages of the whole Empire to the 
mother-country and the commercial benefit of 3^* 
Ufifstiva members-” - " “ 



15476. 5. The Com Laws form the next important 
feature of Britain’s Protection policy. The history of 
the Laws is so well-known that no recapitulation is 
necessary here. 

15477. 6. The ease with which England passed 
through her gigantic struggle with Napoleon Bonaparte 
is only one of many proofs of the efficiency of the 
mercantile economics, involving a system of abnormal 
taxation and yet flourishing her industries exceedingly 
under the operation ^f continual tariff duties and con- 
stant supervision. 

15478. 7. It may be interesting to note that the 
duties on foreign manufactures ranged at that time 
from 40 per cent, to 108 per cent, and it is said that 
the number of Acts relating to the regulation of cus- 
toms amounted to 1,500. Until the year 1820, there 
was not the slightest demand for free trade in England. 
Colonial preference there was, for instance, the differ- 
ential duty on timber, the duty on the Canadian tim- 
ber being fixed at 10s. a load and that of Baltic at 
45s. But free trade as such was unheard of till 1820. 
In that year the merchants of London presented a 
petition to the Parliament demanding free trade. This 
'was the first deliberate expression of that doctrine. It 
however took 40 years before that policy could be fully 
accepted by the British Parliament: It was done in 
three stages. The first of these from 1823 to 1827 
w'as associated with the name of the Huskisson who 
removed from the Navigation Act some of its oppressive 
and obstructive provisions but retained the “ fair pro- 
tection of our own productions.” The next stage is 
that of t^eel from 1842 to 1846 during which ^ the 
Corn Laws were repealed as also absolute prohibitive 
duties, and duties on raw materials and half -manu- 
factured articles. Then came the final stage of Glad- 
stone from 1853 to 1860, when England became a 
completely free trading country. 

16479. 8. The free trade policy thus fully inaugurat- 
ed in 1860 had full sway for nearly 60 years. In 
the year 1919 England agreed to levy preferential 
tariffs on certain articles produced or manufactured in 
British Colonies and Dominions and in the current year, 
1921, England passed her Safeguarding of Industries 
Act.^ Both these measures have deprived England of 
her "claim to be yet known as a complete free trade 
country. Even during the 60 years during which she 
was entitled to that claim, her Colonies did not accept 
that pplicy either fully or without demur. Cobden 
himself who was so much responsible for the intro- 
duction of a full free trade policy did not hesitate 
to make a treaty of preference and reciprocity 
wdth Erance and both Gladstone and British 
approved of his action. From 1850 to 1876 the 
Colonies were busy with securing self-Government. 
On that account there was not much agitation oyer 
the free trade policy. But even during that period 
at a Colonial Conference held at Melbourne- in 1871, 
resolutions were passed demanding the removal of 
restrictions that prevented one Colony from giving 
prefer ^# al treatment to another Siitish Colony, 
,that o^Kstr-ictions on preferential tariffs. These reso- 
lutions Were repeated iu 1873 and the result was the 
introduction of the Australian Colonial Duties Act by 
Lord Kimberly. In 1881 Canada tried to obtain the 
clausfis in the Belgium and German treaties of 1862 
and lB6f by which England denied herself the freedom 
of accepting any advantages in her colonial markets 
which were not also extended to these two countries. 
Queen Victoria’s Jubilee of 1887 gave an immense 
impetus to the Imperialistic sentiment and to a desire 
to have something tangible to make Great Britain and 
her colonies feel and realise their unity. Carlyle 
described the British trade policy as the hide bound 
political economy system.” J, S, Mill had, by that 
time, admitted that temporary protection might he 
adopted in a young colony to start new industries. 
In 1891 the Chambers of Great Britain and Ireland 
met in Dublin and resolved to favour closer trade 
relations within the Empire. In 1897 Canada gave 
a preference of IB per cent, on all products coming 
into Oanad^t the United Kingdom,, In 1902 or 
1903 the late Mr. Jmeph Chamharfain unfurled the 
banner of Imperial Preference. Then followed the 
Imperial Conferences and the Great War which as 
already stated made England ‘ accept a preferential 
policy in 1919 and protection in 1921. 


The Indian view. 

15480. 9. With Indian publicists it is perhaps an 
axiomatic truth that if almost every Britisher is a 
born free-trader, every Indian is more or less a born 
protectionist. Great Indian writers and ptiblicists 
such as, Eomesh Chandra Dutt, Gopala Krishna 
Gokhale, the late Justice Eanade and industrialists 
like Sir Vithaldas Thackersay and Diwan Bahadur 
Ambala Desai have often declared that protection is 
the only policy for India. That the manufactures of 
the country must be built up is not only the desire and 
ambition of every Indian but that these industries 
alone can grapple with the awful problem of famine 
and of unemployment is a recognized canon with 
them. Our industries ax*G in their infant stage and 
they must needs be nurtured behind a high wall of 
protective tariffs. The Swadeshi movement of the 
Bengal Pai*tition days and the more aggressive 
Gandhian propaganda of our own times are all forms 
of a voluntary protection, if one may so describe it : 
and considering that in all countries it is a recognized 
doctrine that infant industries do require protection, 
every Indian to-day believes that the industrial salva- 
tion of this country lies only in protection. In fact, 
there are many who believe that industries alone 
can raise the standard of intelligence and develop the 
progressive spirit of the nation. There are many 
who believe that a diversion of agriculturists’ labour 
to the industrial field is an absolute necessity in the 
interests of the country and that this course, far from 
in any w^ay injuriously affecting agriculture, does pro- 
mote that very industry by a sort of reflex action. 

The introduction of machinery into our agricultural 
^dustry is retarded largely by the cheap* and 
excessive labour- available in this country. If 
we can divert a portion of this labour to other 
industries, it will be more easy to induce the 
Indian agriculturists to take to machinery and modern 
methods of agriculture. 

15481. 10. The essential weakness of Indian industry 
is lack of initiative, and some sort of encouragement 
must be held out to foster, nurture and to develop 
the sense of this initiative. That can be done only 
by protection. The economic reason generally advanc- 
ed by free traders and those that oppose protection 
for India does not appeal to the average Indian, In 
fact, he is prepared to suffer economic l^ses in the 
beginning, if eventually his country is to rise in the 
scale of the great industrial nations of the world. In 
England, Germany and United States, the average 
Indian sees great wealth, national i:>rosperity and civili- 
zation and all these he attributes to the industrial 
development of |ihose coimtries, and his one ambition 
aWays is to see that his own country should iDecome 
as large an industrial country as any other and consi- 
dering the natural potential resources of this land he 
feels that he is handicapped and wants to have a 
countervailing handicap on other countries so that 
he himself might rise in the struggle. We 
quite see that protection increases the prices of 
the articles of our needs and thus adds additional 
burdens on the consuming public. We quite concede 
that there is no force in the argument that protective 
duty is paid by the foreign country importing into 
our country. The nation is prepared to bear this 
additional cost, for by such sacrifice alone, the nation 
knows, it can develop its industries. All the clear 
and forcible reasoning of the free traders does not 
appeal to the Indians. To -them, ” your Adam Smiths 
are nothing,” as Fox is said to have once irreverently 
remarked.' 

A few free trade arguments examined, 

15482. 11. At this time of the day, it is perhaps 
unnecessary to attempt any refutation of the arguments 
in favour of free trade. One or two of these argu- 
ments are however so incessantly and forcibly put 
forward that I may be excused if I venture to meet 
them. In* the first place, free trade is defended 
mainly on what is called the principle of ” Compara- 
tive cost,” which is to the effect that no foreign 
article whose production at home would be an eco- 
nomic loss to the community, should be excluded by - - 
py system of protection, tariff or prohibition. 

-is quite true. But if the article can be made'- ha ouief^g; 
own country at a comparatively cheap cost, I supjinse ' 
it requires protection in order that it inight-^mpete * 
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favourably in iihe beginning with foreign Mtioles. 
Take for instance cotton goods. We, in India, are 
<»rowihg cotton. In 1910-20 the area under cotton was 
something like 23,070,000 acres, next only to the 
United States which cultivate 83,584,000 acres with 
this crop. Egypt which comes next to India had an 
area of only 1,638,000 acres in 1919. In production 
also we are the second country in the world, our yield 
beins 5,840,000 bales, Egypt’s production being only 
119,000 bales (400 lb. each). In 1919-20, we export- 
ed 2,398,000 bales (valued at Bs. 59,00,00,000). In 
the same year we imported cotton goods including 
twist and yarn of the value of Bs. 59,07,92,900. 
Cotton is exported>‘ to Japan, Manchester and other 
places and comes back to India in the shape of piece 
goods and yam. Now the Indian pays the freight for 
the cotton to go to England or Japan, wages to the 
labourers in these countries profits to the capitalists 
there, customs duties and freight back to India, and 
all these are borne by the Indian consumer. It, ^ 
the other hand, Indian grown cotton could be convert- 
ed as far as possible into cloth in India itself, certainly 
it can be, in the nature of things, made at a much 
cheaper cost and made available for purchase by the 
consumer at a cheaper cost than what he at present 
pays for the foreign goods. Why then should we not 
protect an industry such as that? Why should we 
not put a sufficient tariff upon English, Japanese and 
other foreign goods until at least India is enable ot 
favourably competing against these goods? not 

the adoption of the very principle of comparative 
cost ” compel us to resort to Protection? 

15483 12. When Indians say that they want pie- 
ferential tarifia in their own country 

both he secured J;, J^Varticles are excluded 

as protection is . Whereas if the articles 

and no revenue is obtain , g^tent protection is 

■ are f §“|iy\Senue is raised the duty is 

a failure. But if a y , obviously failed to 

not truly protective, smoe it has oim y 

^ ticVirexlS td pmtertion has succeeded. 
There can be as much truth in this argument as m 
the other one urged by the free traders. 

15484 13 Oobden boasted in 1846 in the Houp of 

“ 

noJ fte Colonies did not adopt the fr^ 
of iSnaland. Germany, France, Unit(^ States and 
tLff the four great trading oountnes next to 
ISd every oLS them is aid has always been a 
SS trZttonist cmmtry The United Sta to of 
imerica for instance began her protection m 1816 and 
Ztinuad it up to this date, and to-day her trade is 
Z largest in the world. Sometimes her tariff, for 
instance on cotton, was 25 per cent.. 3.> per cent, and 
even 60 per cent. Not a decade ago her glass industry 
was proteeted by a tariff of ? 

mother-of-pearl buttons by a tariff of 1,400 per oent. 
The fact that no other civilised country, Mve perhaps 
a few small countries like Smizerland and Holland, has 
adopted free trade or has given up 
etrcHigest argument in favour of protection. Enjand 
from her peculiar circumstances adopted free trade 
after the diaappearanee of the Butch merchantmen, 
after herself becoming the undisputed Queen of the 
Seas, after developing her o^n industries to the lullesli 
extent and at a time when no other country was pro- 
ducing even a tenth of what she herself was producing. 
In 1860 industries did not reach anything like a deve- 
loped stage in Germany, Prance or United States, while 
Japan was unknown even as a power, much more as a 
nower. Eater when England herself wa5 


developed their industries and were formidable com- 
petitors in the w'd-ld’s markets, England felt the diffi- 
culty and the Preferential Tariff of 1919 and the 
Industries Act of 1921 are the result. I do not 
suppose bom free trader as he is, the Britisher will 
to-day seriously contend that free trade is the only 
defensible policy. 

15485. 14. To defend England’s free trade policy and 
to meet this argument of the great industrial countries 
of the world not adopting such a policy, great writers 
like Armitage Smith had to fall back upon “ the nature 
of trade of other countries and on Great Britain being 
unable to provide herself with sufficient food and raw 
materials.” He says that raw materials and food- 
stuffs together ^-ount for nearly 75 per cent, of Great 
Britain’s imports, wliile manufactured goods are 75 
per cent, of her total exports and that this is not the 
case with any other country. If this argument is 
correct then surely we in India will have to he classed 
along with those other countries which adopted protec- 
tion. We are able to provide ourselves with sufficient 
food and we have an abundance of raw materials. We 
do not manufacture anything worth mentioning. 
Consequently we can adopt protection. 

15486. 15. Mr. Armitage Smith raises two other 
objections which may w’ell be noticed. One is that 
under })rotection industries are apt to be either abnor- 
mally stimulated or to overproduce as was the case 
with the sugar industry in France some twenty years 
ago. I do not think that such a state of affairs*^ will 
ever occur in India. Our vast country, immense 
population and our infinitesimally small production at 
present in manufactured articles can leave no chance 
of over production at any rate in the next fifty years. 
The other argument that he advances is that syndi- 
cates will be formed and they will maintain high prices. 
The “ United States ” he observes, ” the country in 
■which protection has had its strongest hold, have 
become the home of trusts and corners.” He there- 
fore condemns protection on that ground. In India, 
there is little chance for these trusts to be formed. 
Trade in India is in the hands -of the managing 
agencies who never concentrate their funds or energies 
on any one industry. A firm like Parry & Co,, for 
instance, has diverse trades, sugar manufacture, 
manure manufacture, arrack manufacture and so on 
and so forth. Tendencies or inclinations in India are 
in favour of diversity of trades and not in favour of 
concentration. Very often, existing firms doing 
business of one kind inves-b their funds in a totally 
difierent business and afterwards become the manag- 
ing agents of the new business. It -will be a long time 
indeed before anything like syndicates, corporations, 
trusts and corners will be known in this land. 


Why. India ivanU profeciion, 

15487. 16. We advocate protection to encourage 
Indian industries, ' to provide work for our own 
labourers, to invest our own capital, to stimulate our 
infant industries into striving and e^rgetio adult 
industries and to stimulate diversity oi empolyment. 
It is thus a patriotic policy. The new duties that 
we proposed will bo a strong incentive for capital to 
be invested in industries. This will give work to our 
labourers and naturally it would also increase their 
wages. The agricultural labourer is at present paid 
very low and it is easy to divert him to industries 
without causing much dislocation in agriculture itself. 
And when the wages of the industrial labourers are'* 
raised, the wages of the agricultural labourers also 
must rise. All these would mean a higher standard of 
life. A protective tariff also increases our revenue 
and under the present financial condition of India, 
this is of the utmost importance. 

15488. 17. It is not for me to criticize the financial 
position of the Government of India. But he that 
runs may read from the policy that is now being 
pursued that ere long a stage will be reached when 
those that hold the strings of the imperial purse 
will find themselves face to face with bankruptcy. 
With an area ten times as big as the British Isles 
and with nearly five times as much of populaticaa, our 
revenue stands at 120 crores of rupee of which exactly 
half goes out for military expenditure with evejy 
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15476. 5. The Corn Laws form the next important 
feature of Britain’s Protection policy. The history of 
the Laws is so well-known that no recapitulation is 
necessary here. 

15477, 6. The ease with which England passed 
through her gigantic struggle with Napoleon Bonaparte 
is only one of many proofs of the efficiency of the 
mercantile economics, involving a system of abnormal 
taxation and yet flourishing her industries exceedingly 
under the operation ^f continual tariff duties and con- 
stant supervision. 

15478. 7. It may be interesting to note that the 
dubios on foreign manufactures ranged at that time 
from 40 per cent, to 108 per cent, and it is said that 
the number of Acts relating to the regulation of cus- 
toms amounted to 1,500. Until the year 1820, there 
was not the slightest demand for free trade in England. 
Colonial preference there was, for instance, the differ- 
ential duty on timber, the duty on the Canadian tim- 
ber being fixed at 10a. a load and that of Baltic at 
45a. But free trade as such was unheard of till 1820, 
In that year the merchants of London presented a 
petition to the Parliament demanding free trade. This 
was the first deliberate expression of that doctrine. It 
however took 40 years before that policy could be fully 
accepbed by the British Parliament: It was done in 
three stages. The first of these from 1823 to 1827 
was associated with the name of the Huskisson who 
removed from the Navigation Act some of its oppressive 
and obstructive provisions but retained the “ fair pro- 
tection of our own productions.” The next stage is 
that of teel from 1842 to 1846 during which ^ the 
Corn Laws were repealed as also absolute prohibitive 
duties, and duties on raw materials and half -manu- 
factured articles. Then came the final stage of Glad- 
stone from 1853 to 1860, when England became a 
completely free trading country. 

15479. 8. The free trade policy thus fully inaugurat- 
ed in 1860 had full sway for nearly 60 years. In 
the year 1919 England agreed to levy preferential 
tariffs on certain articles produced or manufactured in 
British Colonies and Dominions and in the current year, 
1921, England passed her Safeguarding of Industries 
Act., Both these measures have deprived England of 
her claim to be yet known as a complete free trade 
country. Even during the 60 years during w^hich she 
was entitled to that claim, her Colonies did not accept 
that policy either fully or without demur. Cobden 
himself who was so much responsible for the intro- 
duction of a full free trade policy did not hesitate 
to make ^ a treaty of preference and reciprocity 
with France and both Gladstone and British 
approved of his action. From 1850 to 1876 the 
Colonies were busy with securing self-Government. 
On that account there was not much agitation oyer 
the free trade policy. But even during that period 
at a Colonial Conference held at Melbourne- in 1871, 
resolutions ware passed demanding the removal of 
restrictions that prevented one Colony from giving 
prefer^^al treatment to another British Colony, 
.that of^estr-ictions on preferential tariffs. These reso- 
lutions were repeated in 1873 and the result was the 
introduction of the Australian Colonial Duties Act by 
Lord Himherly. In 1881 Canada tried to obtain the 
olaus^is in the Kelgium and German treaties of 1862 
and 186lt by which England denied herself the freedom 
of acoeptiiag any advantage in her colonial markets 
which were not also extended to .these two countries. 
Queen Victoria’s Jubilee of 1887 gave an immense 
impetus to the Imperialistio sentiment and to a desire 
to have something tangible to make Great Britain and 
her colonies feel and realise their unity, Carlyle 
described the British trade policy as “the hide bound 
political economy system.” J. S. Mill had, by that 
time, admitted that temporary protection might be 
adopted in a young colony to start new industries. 
In 1891 the Chambers of Great Britain and Ireland 
met in Dublin and resolved to favour closer trade 
relations within the Empire. In 1897 Canada gave 
a preference of 15 per cent, on all pi-oduots coming 
into Canada from the United Eingdom. In 1902 or 
1903 the late Mr. Joseph Chamberlain unfurled the 
banner of Imperial Preference. Then fallowed the 
Imperial Conferences and the Great War which as 
already stated made England accept a preferential 
policy'in 1919 and protection in 1921. 


The Indian view, 

15480. 9. With Indian publicists it is perhaps an 
axiomatic truth that if almost every Britisher is a 
born free-trader, every Indian is more or less a born 
protectionist. Great Indian writers and publicists 
such as, Eomesh Chandra Dutt, Gopala Krishna 
Gokhale, the late Justice Eanade and industrialists 
like Sir Vithaldas Thackersay and Diwan Bahadur 
Ambala Desai have often declared that protection is 
the only policy for India. That the manufactures of 
the country must be built up is not only the desire and 
ambition of every Indian but that these industries 
alone can grapple with the awful problem of famine 
and of unemployment is a recognized canon with 
them. Our industries are in their infant stage and 
they must needs be nurtured behind a high wall of 
protective tariffs. The Swadeshi movement of the 
Bengal Partition days and the more aggressive s 

Gandhian propaganda of our own times are all forms 
of a voluntary protection, if one may so describe it : 
and considering that in all countries it is a recognized 
doctrine that infant industries do require protection, 
every Indian to-day believes that the industrial salva- 
tion of this country lies only in protection. In fact, 
there are many who believe that industries alone 
can raise the standard of intelligence and develop the 
progressive spirit of the nation. There are many 
who believe that a diversion of agriculturists’ labour 
to the industrial field is an absolute necessity in the 
interests of the country and that this course, far from 
in any w’ay injuriously affecting agriculture, does pro- 
mote that very industry by a sort of reflex action. 

The introduction of machinery into our agricultural 
^dustry is retarded largely by the cheap » and 
excessive labour- available in this country. If 
we can divert a portion of this labour to other 
industries, it will be more easy to induce the 
Indian agriculturists to take to machinery and modern 
methods of agriculture. 

15481. 10. The essential weakness of Indian industry 
is lack of initiative, and some sort of encouragement 
must be held out to foster, nurture and to develop 
the sense of this initiative. That can be done only 
by protection. The economic reason generally advanc- 
ed by free traders and those that oppose protection 
for India does not appeal to the average Indian. In 
fact, he is prepared to suffer economic liisses in the 
beginning, if eventually his country is to rise in the 
scale of the great industrial nations of the world. In 
England, Germany and United States, the average 
Indian sees great wealth, national prosperity and civili- 
zation and all these he attributes to the industrial 
development of those coim tries, and his one ambition 
always is to see that his own country should become 
as large an industrial country as any other and consi- 
dering the natural potential resources of this land he 
feels that he is handicapped and wants to have a 
countervailing handicap on other countries so that 
he himself might rise in the struggle. We 
quite see that protection increases the prices of 
the articles of our needs and thus adds additional 
burdens on the consmning public. We quite concede 
that there is no force in the argument that protective 
duty is paid by the foreign country importing into 
our country. The nation is prepared to bear this 
additional cost, for by such sacrifice alone, the nation 
knows, it can develop its industries. All the clear 
and forcible reasoning of the free traders does not 
appeal to the Indians. To them, “ your Adam Smiths 
are nothing,’? -as Fox is said to have once irreverently 
remarked.”* ' ' ' 

A few free trade arguments examined, 

15482. 11. At this time ‘of the day, it is perhaps 
imnecessary to attempt any refutation of the arguments 
in favour of free trade. One or two of these argu- 
ments are however so incessantly and forcibly put 
forward that I may be excused if I venture to meet 
them. In- the first place, free trade is defended 
mainly on what is called the principle of “ Compara- 
tive cost,” which is to the effect that no foreign 
article whose production at home would be an eco- * 
nomic loss to the community, should be excluded by 
any system of protection, tariff or prohibition. 
is quite true. But if the article can be made-*ij{ 
own country at a eomparatively cheap cost, I supfpdse ^ 
it requires protection in order that it xh%ht,%0mpete ' 
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favourably in tbe beginning witb foreign 
Take for instance cotton goods. We, in India, aie 
<rrowing cotton. In 1919-20 the area under cotton was 
lomettog Uke 23,070,000 acres, next only to tte 
United States which cultivate 83,584,000 acres with 
this crop. Egypt which comes next to India had an 
area o7only 1,633,000 acres in 1919. In produchon 
also we are the second country in the world, our yield 
being. 5,840,000 bales, Egypt’s production being only 
119 000 bales (400 lb. each). In 1919-20 
ed 2,898,000 bales (valued at Ks. 59,00,00,000). In 
the same year we imported cotton goods 
twist and yarn of the value of Es. j9 ,07 ,9.., you. 
Cotton is exported- to Japan, Manchester and o er 
places and comes back to India in the shape P^ece 
goods and yam. Now the Indian pays the freight for 
the cotton to go to England or Japan, wages to the 
labourers in these countries profits to the «apitalisls 
there, customs duties and freight back to India, and 
all these are home by the Indian ® 

the other hand, Indian grown 9°^®, 
ed as far as possible into cloth m India itself, certainlv 
H can be, in the nature of things, made at a much 
cheaper cost and made available for purchase by the 
consumer at a cheaper cost than -s^at he at P^ese 
uavs for the foreign goods. Why then should we not 

■ Sot an inrLtey such as that? Why should we 
Lt put a sufficient tariff upon English, Japanese and 
other foreign goods until at least India is enable ol 
favourably competing against _ these 

the adoption of the very principle of comparative 
” compel us to resort to protection / 

^15483 12. When Indians say that ^ey want pie- 
fereSi Lriffs in their own country oi 

revenue and for 

met by free traders by Pleasure 

protection revenue cannot by th_^ 

both be secured articles are excluded 

as protection is j Whereas if the articles 

and no revenue is obtained, whereas ^ 

a failure. Biit ii ix v,ag obviously failecl to 

not truly protective, sipoe it ^ o J 

prevent goods paymg an a^^ment il a circle 

and can be answwea oy y ^^t ex- 

circle. If protectidn fails toreign 

eluded and revenue « ft melins that foreign 

hand, revenue is not «*^“X’teotion has succeeded. 
£?crbe’'S"much truth in this argument as in 
Kherone urged by the free traders. 

15484. 13. Cobden ^Xed^tlSt^a E^l^d SioUshed 
Commons that he believ d , , i trade in 

the Com Laws honestly and in 

its simplicity there will _„ow,.d 1 b of England would 
less ihm five years, and the e*“«P 1 This prophesy 
be followed in every 

Tonan the four great trading countries next t 
Snd every one of them is and bf .always been a 
greff protectionist country. The 

America for instance began her X fllTw trade is 
it UP to this date, and to-day her twie is 

the largest in the world. Somo.tirnos her tariff, or 
StanJel Stfon. was 25 per cent. 35 per oen . and 

■ even 60 per cent. Not a decade ago her glass industry 

was protected by a tariff cent, and her 

mother-of-pearl buttons by a tariff of 1,400 per cent. 
The fact that no other civilised country, wve peihaps 
a few small countries lilm Switzerland and Holland, has 

Rtrongest argument in iavour of protection. Jtnglana 
from^her peculiar circumstances ad^ted free trade 
after the disappearance of the Duteh merchantmen, 
. after herself becoming the undi^mted Queen of the 
Seas, after developing her own industries to the fullest 
extent and at a time when no other country 
ducing even a tenth of what she herself was producing. 
In 1860 industries did not reach a^thing hl?e a deve- 
loped stage in Germany, France or United States, while 
Japan was unlmown even as a power, much more as a 
ftading power. Later when England herself was 
, tiiwtenedt when these latter countries had fully 


developed their industries and were formidable com- 
petitors in the world’s markets, England felt the diffi- 
culty and the Preferential Tariff of 1919 and the 
Industries Act of 1921 are the result. I do not 
suppose born free trader as he is, the Britisher will 
to-day seriously contend that free trade is the only 
defensible policy. 

15485. 14. To defend England’s free trade policy and 
to meet this argument of the great industrial countries 
of the world not adopting such a policy, great writers 
like Armitage Smith had to fall back upon the nature 
of trade of other countries and on Great Britain being 
unable to provide herself with sufficient food and raw 
materials.” He says that raw materials and food- 
stuffs together (Sount for nearly 75 per cent, of Great 
Britain’s imports, while manufactured goods are 75 
per cent, of her total exports and that this is not the 
case with any other country. If this argument is 
correct then surely we in India will have to be classed 
along with those other countries which adopted protec- 
tion. We are able to provide ourselves with sufficient 
food and we have an abundance of raw materials. We 
do not manufacture anything worth mentioning. 
Consequently we can adopt protection, 

15486. 15. Mr. Armitage Smith raises two other 
objections wdiich may well be noticed. One is that 
under protection industries are apt to be either abnor- 
mally stimulated or to overproduce as w'as the case 
with the sugar industry in France some twenty years 
ago. I do not think that such a state of affairs will 
ever occur in India. Our vast country, immense 
population and our infinitesimally small production at 
present in manufactured articles can leave no chance 
of over production at any rate in the next fifty years. 
The other argument that he advances is that sjmdi- 
cates will be formed and they will maintain high prices. 
The “ United States ” he observes, ” the country in 
which protection has had its strongest hold, have 
become the home of trusts and comers.” He there- 
fore condemns protection on that ground. In India, 
there is little chance for these trusts to be formed. 
Trade in India is in the hands of the managing 
agencies who never concentrate their funds or energies 
on any one industry. A firm like Parry & Co., for 
instance, has diverse trades, sugar manufacture, 
manure manufacture, arrack manufacture and^ so on 
and so forth. Tendencies or inclinations in India are 
in favour of diversity of trades and not in favour of 
concentration. Very often, existing firms doing 
business of one kind invest their funds in a totally 
different business and afterwards become the manag- 
ing agents of the new business. It will be a long time 
indeed before anything like syndicates, corporations, 
trusts and comers will be known in this land. 


Why India wants protection, 

15487. 16. We advocate protection to encourage 
Indian industries, ' to provide work for our own 
labourers, to invest our own capital, to stimulate our 
infant industries into striving and energetic adult 
industries and to stimulate diversity of empolyment. 
It is thus a patriotic policy. The new duties that 
we proposed muH be a strong incentive for capital to 
he invested in indusiries. This will give work to our 
labourers and naturally it would also increase their 
wages. The agricultural labourer is at present paid 
very low and it is easy to divert him to industries 
without causing much dislocation in agriculture itself. 
And when the wages of the industrial labourers are"* 
raised, the wages of the agricultural labourers also 
must rise. All these would mean a higher standard of 
life. A protective tariff also increases our revenue 
and under the present financial condition of India, 
this is of the utmost importance. 

15488. 17. It is not for me to criticize the financial 
position of the Government of India, But be that 
runs may read from the policy that is now being 
pursued that ere long a stage will be reached when 
those that hold the strings of the imperial purse 
■will find themselves face to face with bankruptcy. 
With an area ten times as big as the British Isles 
and with nearly five times as much of population, our 
revenue stands at 130 crores of rupee of which exactly 
half goes out for military expenditure with every 
prospect of increase^ And now a policy of 

^ \ 
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is being carried on and what with paying ojff earlier 
loans and with the sinking fund, working expenses and 
interest, how much of the balances of the revenues 
will be reduced by the amoimts that have to be paid 
in the near future on these accounts, is a matter for 
the financiers at Delhi to discover. Exchange is likely 
to cause some deficit for, if I am not mistaken, 
Mr. Hailey valued the rupee at la. 8d., whereas it is 
now worth somewhat between la. 3d. and 5d. The 
railways also may not bring in as much as anticipated. 
And if the recommendations of the Bailway Committee 
about the separation of railway finance from the 
general finance of the country were given effect to, 
it would create a hopeless muddle. But considering 
the report of the Bailway Finance Committee, for- 
tunately this is not likely to be followed. But even 
as things stand at present, it is believed in well-in- 
‘formed circles that the Indian budget may have to 
open with a minus balance of some twenty crores of 
rupees. Such or nearly such is the deplorable state of 
affairs even after bleeding provinces like Madras and 
United Provinces. Their original deficit was estimated 
at only six crores. But Lord Meston’s financial skill 
swelled it to ton crores of rupees, and this is to be 
paid by provinces. The provinces themselves are in 
no better position. Every province feels hard-pressed 
to make the two ends meet, while provinces like Bengal 
go out With minus balance in their budget and yet 
these provinces are also borrowing and what their 
financial position would be at the end of ten years 
if this state of things continues, heaven only can dis- 
close. Our own province after giving up an optional 
expenditure of 150 lakhs and after effecting a retrench - 
ipent of 54*81 lakhs by reducing existing services, will 
* have to borrow, or raise by fresh taxation a sum of 
176 lakhs to meet a rigidly estimated obligatory ex- 
penditure of 1,320*44 lakhs. How are the revenues 
to be repleted? No province is willing to tax itself 
and for our own province the Legislative Council is 
filled with land. owning classes — at least thev are 
returned by land-holders — and taxing the land is out 
of the question. Temperance reformers have taken 
advantage of the situation and have combined with 
Gandhites to ruin the abkari revenue. How are we 
to get Pur money^ and if our provincial contribution 
to the Government of India the remission of which 
is the only way of saving-the provinces, is to be 
abandoned what will become of the Government of 
India? How are they to obtain their revenues? The 
only possible solution* of protecting themselves is by 
raising a high tariff wall and thereby increasing the 
revenues. 

15489. 18. I think it is Mr. M. De. P. Webb who 
postulated that “ where demand, labour, materials, 
and capital are found in the greatest abundance of 
the best qualities and at the cheapest cost, there trade 
will develop at gi*eat speed.’’ That India has the de- 
mand is signifiad by her imports which in 1919-20 
amounted to Bs. 2.07,97,23,960 and in 1920-21 
amounted to Bs. 3,35,60,00,000. That labour and 
materials are found in great abundance goes without 
saying. Capital there is, but it is not forthcoming at 
present in &e abundance in which it ought to have 
"pome. Again this capital need not be -in the shape 
of rupees, and annas, and pies alone. Our exports 
during the year 1919-20 was Bs. 3,09,01,51,170, 
though they have fallen to Bs. *2,38,00,00,000 in 
1920-21. This gives an index of our capital. Thus 
having all tbe four essentials for our trade development 
how comes it that Indian trade has not developed? 
A glance at one of the tables attached to this note 
under the hea^mg of “ Comparative statement of a 
decade of trade development ” will show that the 
United Kingdom has more than doubled her imports 
and nearly doubled her exports, Canada nearly 
doubled her imports and increased her exports nearly 
five times- Australia within the same period raised 
her imports and exports by one-third. The United 
States more than doubled her imports and quadrupled 
her exports but the greatest admiration is elicited by 
Japan when we find that she reduced her imports 
from 436 million yens to 173 millions and increased 
her exports from 513 millions , to 2,098 million yens, 
while we in India could not raise our imports by more 
than 30 per cent, nor our exports by more than 15 
per cent, within the last decade. What is the remedy 
but protection using that expression in its largest 


sens© so as to include not merely an import tariff, 
but also every act, policy or economic system which 
makes for the gi’owth and promotion of industries of 
a country, by the training of the skilled labour and of 
an army of officers with sufficient driving directing 
intelligence, by granting concessions, bounties, loans, 
foreign scholarships, and by Government itself starting 
pioneer industries and establishing research institutes 
and so forth. It is by this protection of an all-em- 
bracing character that it is proposed to develop indus- 
tries in this country. I have often heard it said that 
industries are not created by tariff laws and that even 
industrial and technical education does not create 
these industries. That is true. But it is almost also 
begging the question. We can never stimulate the 
creation of new industries in this country without 
sufficient inducements. Nor can we start or develop 
our industries without sufficient mechanical skill. 
Industrial education and tariffs may not create indus- 
tries. But they generate sufficient incentive to create 
new industries or at least stimulate a desire amongst 
the capitalists to take advantage of the tariff laws and 
of the trained human material available for starting 
and working new industries. If our protection ends 
with tariff laws and our endeavour to create industries 
stops with giving industrial and technical education, 
certainlv it will not go a long way. But with protection 
of a wider character Just described, it is more than 
possible and it is' almost certain that industries will 
be created and developed in this country. 

15490. 19. Manchester need not look at any protective 
policy of ours with dismay. We will be setting up 
mills and constructing factories and there will cer- 
tainly be enormous demand for English machinerv and 
the products of Yorkshire Workshops. In coal and 
iron we can never compete with England. We want 
^leir iron goods and their machinerv. Let 'England 
give us only a helping hand. In fact as a Japanese 
Minister in London said nearly a decade ago, ** what- 
ever Manchester might lose, would be more than 
made up by Oldham town, Birmingham or Sheffield. 
The British nation taken as a whole would thus have 
nothing to regret in the industrial development of 
India.'' fThe Minister used the word Japan.) 

15491. 20. One important question which is often 
asked as regards the effect which an Imperial preference 
and Indian protection will , have upon great English 
firpis coming down to India and starting industries on 
a large scale mav well be. answered here. For my own 
part, I do not view with disfavour anv such develop- 
ment. provided the Englishmen concerned domicile 
themselves in India for the time being, employ their 
capital on the basis of the ninee and not on a sterling 
basis, give a chance to Indians to subscribe for a 
certain portion of the shares, in the^conoern, and train 
our men in the various kinds of work from the lowest 
to the highest form of business connected with the ppV- 
ticular industrv. T reallv do not see whv we should 
noi! welcome the idea of Englishmen coming down to 
^ndia. settle down here in large numbem and work out 
the industrial salvation of this country. We ought 
to invite th«ni fcr such kind of work and be thankful 
to them. The Steel Company which is said to he 
being organised bv Messrs. Bum Co., of Calcutta 
to work tbe iron which is believed to be found almost 
on the surface in Bihar and Orissa is one of the best 
examples and provided tbe conditions above mentioned 
are fulfilled. T for one would welcome a great many 
more Englishmen to come to this country and establish 
themselves and protect themselves ' and the industries 
whwh they might start, if necessary, behind the high 
tariff wall that we might raise. It means prosperity 
to them and prosperity to this country. It means work 
for Indian labourers. It means greater employment 
in this country to our labourers whose services can 
be Nter on extended to other industries in our country. 
It alse rnean<3 cheap production of articles for Indian 
use,^ I therefore have not the slightest objection for 
foreign capital being employed in any of our' industries 
provided PS T said tbe conditions referred to above 
are fulfilled. 

Prefer cnfial tariffs. , - 

15492, 21. Pree trade for India being out of . the 
question, the more import-ant problem for immedtof#* 
consideration seems to be Imperial preference. This’ 



f^roblem started nearly thirty years ago and taken up 
enthusiastically by Joseph Chamberlain is just now 
being agitated in England with a certain amount of 
vigour and even success. Canada was the first of th (3 
British Colonies which favoured the motherland with 
preferential tariff. As early as 1894 the Ottawa 
Colonial Conference declared in favour of preferential 
trade within the Empire and in 1897 Canada gave a 
perference of 15 per cent, on all products coming into 
Canada from the mother eoimtry. Two years after- 
wards, she extended that preference to 25 per cent, 
and two years later, to 38^ per cent, and it continues 
up to the present date. 

15493. 22. The Colonial (Coronation) Conference 
which met in 1902 under the presidency of Mr. 
Chamberlain passed resolutions advocating preferential 
trade declaring free trade impracticable, offering a 
preference in the Colonies for British goods and seeking 
a preference in the mother country for colonial products 
and enjoining the Prime Ministers present to take 
measures to give effect to these proposals. 

15494. 23. In July 1906 the Sixth Congress of the 
Chambers of Commerce of the Empire "was held and in 
April 1907 met the great conference of the representa- 
tives ^ of Great Britain, India and the self-governing 
colonies. ^ The former resolved on the granting of 
preferential treatment in their respective markets on 
a reciprocal basis each to the other. The later while 
recognizing the principle of preferential trade within 
the Empire, considered it impracticable to adopt a 
general system of free trade but were prepared to 
give preference to British goods. According to these 
resolutions, Prime Ministers of the Colonies were to 
undertake to place the said resolution before their res- 
pective Governments. No such obligation was placed 
on the Secretary of State for India to take any action 
whatever in the matter so far as India was concerned. 

15495. 24. In pursuance of the resolutions of the 
above three conferences, it was provided under the New 
Zealand Preferential and Beciproeal Trade Act, 1903, 
that an additional amount equal to from 20 per cent, to 
50 per^ cent, of tariff was raised upon certain articles 
not being the produce or manufacture of some part of 
the British dominions. Under the Tanff Bill of 1907, 
the principle of preference adopted in the Tariff of 
1903, was extended in the new tariff to a larger num- 
ber of articles. Preference is generally given by the 
imposition of a higher duty upon foreign imports than 
upon similar goods from the British Empire, foreign 
goods being subject to duties of from 20 to 100 per 
cent, more than the British Empire goods, 

15496. 25. Under article 3 of the South African 
Customs Union Convention of 1906, a rebate of the 
duties w’as allowed on articles, the growth, produce 
or manufacture of the United Kingdom imported into 
the South African Union for consumption therein. 
That w^ later on extended to the Dominion of Canada, 
Australian Commonwealth and the Dominion of New 
Zealand. 

15497. 26. By the Customs Tariff Act of 1906 pro- 
vision was made^ in Australia for the preferential 
treatment of certain goods imported from and the pro- 
duce or manufacture of any of the British South 
African Colonies or Protectorates included within the 
South African Customs Union, This is Australia’s 
reciprocal agreement with South Africa. 


Oovernment of India on pilfer eniial fanffs. 

15498. 27.^ The resolution passed at the Colonial 
Conference in 1902 in favour of mutual trade prefer- 
ence between the different portions of the Empire, 
was communicated by the Secretary of State for India 
to Simla on the 7th August 1903 asking for the views 
of the Government of India. In reply, that Govern- 
submitted Despatch No, 354, dated 22nd October 
1^, urging firstly India must not be pledged in 
advance to accord equal treatment to imports from all 
oountri^ alike irrespective of the treatment meted out 
by such countries to India’s exports, secondly with 
regard to preferential trade the Government of India 
observed— 

(a) without any such preferential system India 
^ready enjoyed a large measure of advantages of the 
free exchange of imports and exports. 

(b) by such a scheme India offered something but 
not much to the Empire. On the other hand, India 


had very little to gain in return, but had much to los’e 
or risk, 

(c) there was danger to India by reprisals by 
foreign nations and tnese might be disastrous unless 
India was assured of benefits greater and more certain 
than any which had so far presented themselves to 
the Government of -India. 

15ti:99. 28. In submitting this reply, the Govern- 
ment of India felt it necessary to ooserve that the 
Indian tariff was entirely meanu for revenue puiposes 
and not for protection, and had to struggle hard to 
point out when a certain amount of protective effect 
could not be denied, it was quite insignificant. How 
far the Government of India would stand by their 
observations in sub-clause (c) supra that India was 
enjoying a large measure of advantages of the free 
exchange of imports and exports is not for us to 
suggest. But considering that within the last 20 
years, India has not made anything like a proportion- 
ate progress in her trade when compared witn other 
countries of the world, it will not be an easy matter 
Jor them to any longer hold that view. In 1902-03 
India’s imports were i;74, 466, 0000 and her exports were 
486,264,000. In 1918-19 her imports were i>112,686 000 
and her exports were ^159,500,000. In other words, 
India has not even doubled her trade either in exports 
Canada imported less than India in 
hnports being only 1:38,000,000. In 
1918-19 her imports rose to 1-239,742,000, i.e., nearly 
imports of 1902-03. Canada’s exports 
in 1902-03 were only ^41,000,000, that is, half of 
India s.* But in 1918-19 Canada’s exports were 
£'264,340,000, that is, she multiplied her exports by 
more than six times. Canada during these 20 years 
was largely protectionist and she adopted preference 
to some extent. India adopted neither and remained 
a tree trader. Further comment is needless. 

15500. 29. With reference to observations (b) and 
(c) of the Government of ludia, it may be noted that 
it IS still true that India has nothing to gain bv 
adopting imperial preference and has much to lose, 
^dian exports to foreign countries are stiH higher 
than her exports to Great Britain and her Dominions, 

It we exclude the years of war. One argument which 
was advanced by the Government of India namely 
^at India, imported more from the British Empire 
than she imported from the latter countries and India 
thus became a debtor country and had to depend upon 
her exports to foreign countries to discharge her net 
mternational obligations, seemed to be unavailable 
durmg the years of war and immediately after. For 
during the years 1915-16 to 1919-20 India exported 
more to the British Empire than she imported from 
these countries. But unfortunately the year 1920-21 
shattered the hopes created by this trade balance, for 
in this year India imported £147,730,000 worth of 
Empire, while she exported 
o^y £73,100,000 to those countries. The old state of 
affairs has repeated itself. It is impossible to say 
what it IS going to be in the immediate futufe. 

15501. 30 The only preference that India has 
lollowed till now is the one involved in the rebate 
allowed on the exports of raw hides and skins from 
this country to any other part of the Empire, 15 per 
cent, being the ordinary export duty and 10 per cent, 
rebate being allowed on exports to other parts of the 
British Empu^ Ihe main object of this was to defeat 
the United States of America and Germany from 
importing ail our hides and skins and thus allowing 
them to monopolise the trade in the manufacture <§ 
leather goo^. It is possible that after these hides 
, reach C^da they might be taken to the United 
States. But still, to some extent, the rebate mav be 
efiective masmuch as there wiU be a declaration that 
tee article on which rebate is claimed are intended ' 
mr manufacture m the countries forming part of the 
Empire. If this reduction of export duty on goods 
^pped to the Empire is to recetae its reeipr^ta, 
tee other countries of the Empire should have reduc^ 

intended for India.' 
&e case or not, I do not know. 

1550i. 31. England s attitude towards preferenes.—^ 
In spite of the spirit of imperialisni evinoed bv the 
coloni® in their desire to consolidate the 
to make it s^-supporting as far as possible, la mJia , , 
of the resolutions ptssed in 1902, 1«» and 1907 

, " ■ -li-'S 



in spite of the actual proof which the colonies gave by 
granting preference to Great Britain in their tarifi 
laws, Great Britain herself did not reciprocate easily. 
So great indeed was England’s belief in the utility of 
free trade and this in spite of marked losses in the 
ex-trade with India. In 1902-03 British exports to 
India formed 76 per cent, of latter’s total imports, 
in 1913-14 they were reduced to 70 per cent, and in 
1920-21 they stand at 60 per cent. How far this 
steady decrease had induced England to adopt imperial 
preference in 1919 it is impossible to say. The tables 
attached to these notes giving the totals of imports 
and exports into and from the United Kingdom clearly 
show that the invariably and without exception even 
in a single year, exports much less than she imports. 
In fact during the years of war her imports are 
double her exports and in 1918 her imports amoimted 
to ^1,319,318,591 while her exports (including re- 
exported foreign and colonial produce) came up only 
to ^629,429,094 and in 1919 the figures were almost 
the same. The explanation for this is in Great 
Britain’s ‘ invisible exports.’ But it is unnecessary 
to enter into that question here. 

15603. 32. But a more important fact is perhaps 
disclosed by the following table ; — 


TRADE OP UNITED KINGDOM:. 


tSAJSt. 

Bbitiss Dominions. 

POBBI&N COtrNTElES, 


Imported 

Ex orted 

Imported 

Exported 


from 

to 

from 

to 


£ 

£ 

£ 

£ 

1901 . 

106,873,706 

113,118,264 

418,416,403 

234,746,904 

1903 . 

106,793,033 

117,611,482 

421,558,241 

23t,h7,297 

1911 . 

201,010,074 

. 182,388,079 

437,414,407 

874,487,333 

1916 . 

303,672,650 

200,709,444 

645,833,842 

403,15“, 441 

1917 . 

359,034,000 

180,182,000 

705,134,000 

410,605,000 

1918 . 

426,029.000 

183,697,000 

894,319,000 

346,832,000 

1919 . 

428,034,971 

183,463,464 

893,116,932 

348,910,624 


It will be noticed that her imports from British 
Dominions are just half of the imports from foreign 
countries, which means that any preferential tariffs 
on these goods ^cannot affect her interests much. 
But her exports to foreign countries are twice 
as much as exports to British Dominions and 
this might mean perhaps that if these countries 
should retaliate or refuse to purchase portion of her 
goods, England’s trade would be injured. From a 
perusal of the debates in the House of Commons on 
the Finance Bill in May 1919 it would appear that it 
was purely on sentimental grounds and on account 
of the help rendered and the imperial spirit shown by 
the Colonies and India during the Great War, Great 
Britain had taken the plunge into imperial preference. 
It is too soon to see its effects on her trade. Other 
countries have not yet recovered, from the results of 
war and we do not yet hear of retaliation. Everything 
went into the melting-pot. Every country is in the 
process of reconstruction. We must wait and see. 

15604, 33. England has granted preferential customs 
rates to her Colonies and Dominions on the following 
article ; — ^ f 

(1) Tea. - 

(2) Goods liable to ad valorem duties, namely* 

motor-cars, musical instruments and acc^- 
sories, etc, 

(3) Chicory. . r 

(4) Cinema films. 

(5) Cocoa. 

(6) Coffee. 

(7) Fruits. 

(8) Glucose. 

(9) Molasses. - 

(10) Motor spirit. 

(11) Saccharine. 

(12) Spirits. 

(18) Sugar. 

(14) Tobacco, 

(15) Wine. 

It will be noticed that most ^ of these are taw 
materials and as such any reduction in duty will be 
no loss to the British nation because they work on 


tliese materials in their factories and send them out 
to other countries on which they get large profits. 
Further, this raw produce generally comes from coun- 
tries wiiich are either within the Empire or which are 
otherwise unable to retaliate. Judging from the items, 
it is only cinematograph films that come from the 
United States of America. America with her immense 
trade can afford to ignore this preference on a single 
article. On articles like raw cotton, which form the 
chief exports from the United States to England, it 
grants no preference to her Colonies. That is signi- 
ficant. How far United States will not retaliate, in 
case England extends this list, remains to be seen. 


Canada loses nothing hg adopting preference* 

15505. 34. Taking Canada next, her imports from 
the United Kingdom are small when compared with 
her total imports. In 1912-18, a pre-war year, Canada 
imported from the United Kingdom only $139,669,72*4 
when her total imports were $692,032,892. In 1915-16 
she imported from the United Kingdom $79,680,832, 
while her ‘total imports were $507,817,159. In 
1917-18 she imported from the United Kingdom 
$81,324,288, while her total imports were 
$962,543,746, and in 1918-19 she imported from the 
United Kingdom $78,024,000, while her total imports 
were $876,745,829. The imports from British Domi- 
nions into Canady are not more than 60 per cent, 
of her imports from the United Kingdom. During 
and after the war, there is a steady fall in the imports 
into Canada from the United Kingdom, while Canada’s 
import trade as a whole was increasing by leaps and 
boimds. Preferential tariffs have not helped the 
United Kingdom. Canada herself loses very little 
by granting preference to Great Britain and her 
Dominions, and when we remember that the trade 
of Canada is increasing tremendously, there is nothing 
extraordinary in this. Ten ye^rs ago in 1910-11, her 
total exports were only $297,196,366, while during the 
last few years, that is from 1916 to 1920, her annual 
exports have ranged from $1,180,000,000 to 
$1,260,000,000. Her imports also are immensely in- 
creasing. From $472,000,000 in 1910-11, they rose in 

1919- 20 to $1,160,654,668. Canada’s example, there- 
fore, is not of much significance to India. While the 
trade of other countries was thus developing, India’s 
trade has not much improved. In 1911-12, our exports 
were Bs. 2,27,85,00,000. In 1918-19, they were only 
Bs. 2,39,32,00,000. The year 1919-20 is an abnormal 
year and the exp^orts no doubt came to 

^ year, but during the year 

1920- 21, they dwindled down again to Bs. 2,38,00,00,000 
thus falling below, by a 100 crores of rupees, even the 
imports of the year which stood at Bs. 3,85,60,00,000. 
There is thus practically no increase at all during 
these last ten years. Again,' the imports in 1910-11 

1.29,00,00,000. In 1920-21 they were 
Its. 3,35,60,00,000. Our imports this year, as observ- 
ed just now, are nearly Bs. 1,00,00,00,000 above our 
exports, thus making India a debtor country and when 
we ^ remember that our exports are mainly if not 
^tirely, raw materials, the loss to India is obvious. 
We must check these imports, which as already 
observed are mainly, if not wholly, manufactured 
goods. How can a preferential tariff help us under 
these circumstances? An analysis of the imports into 
Xndioi froiix Hritisli D diuinioBB Euxd frozxi tlio forsign 
countries will show that neatly 60 per o^t. are 
. imported from British Dominions and only 40 pdr o6ai. 
from foreign countries and if a preference is allowed 
in tm tariffs to ihe British Domini^ the result will 
be that our reTauue will faU considerably, without a 
corresponding advantage: Great Britain iarporta raw 
materials with a viet? to wort upon them in her fae- 
tories and .to e^ort the same as manufactured goods, 
^ any preference^ to her Dominions need hot count. 
But the imports into India are mostly manufactured 
articles and are consumed here. We 'do not therefore 
gain any advantage by preferential tarifb. This need 
not m^ that we should tax on aU articles from' all 
gjuu-feries alike. I do not mind giving preference to 
British and Colonial goods provided our revenue does 
not suffer and our industrial development is safe* 
guarded. 

15606. 35, While we agree even to this 'smfidl extent 
to adopt Imperial preference, we cannot ignara 





path which Germany played in our trade and 'what 
effect any Imperial preference on our part would have 
upon our trade with that country. There can be no 
denying that Germany is or rather w^as one of our 
best customers. To exclude German goods and even 
Austrian goods would mean a heavy burden upon the 
people of this country. Much as we may hate these 
countries for the part they took in the Great War, 
industrially and economically speaking, it would be 
almost impossible for India to cut herself oS from 
them. Even England to-day is said to be veering 
round Germany. If private information can be relied 
on, it would appear that England is prepared to make 
concessions in the matter of recovering her debts from 
Germany. While English ship-building labourers are 
idle, it is said that many English ships are seen in 
German dock-yards undergoing repairs. Any policy of 
Imperial preference therefore will have to be so shaped 
as not to altogether exclude German goods into India 
or Indian exports to Germany. 


How far India can adopt Preference. 

15507. 36. The only way in which India can give 
preference to England appears to be this. Take the 
articles which could be manufactured or produced in 
this country. Such articles must be completely pro- 
tected and this protective duty must be common as 
against Great Britain as well as other countries. As 
regards the other articles, a certain amount of tariff 
should be raised for purposes of revenue. But an 
additional rate might be added when these latter goods 
happen to be foreign goods. Certain goods of Great 
Britain and her Colonies would thus receive a certain 
amount of preference. I have taken some twenty- 
seven articles at random for the year 1920. I find 
that the total imports from Great Britain and her 
Colonizes into India in that year come to 
Bs. 1,25,45,54,990, the imports from foreign countries 
Es. 82,51,68,970, the total imports being 
Bs, 2,07,97,23,960. Of these, for the articles selected 
Bs. 73,24,54,520 come from Great Britain and ..her 
Colonies and Bs. 53,71,45,750 come from foreign 
countries. These come up to the proportion of 58 per 
cent, from Great Britain and 42 per cent, from foreign 
countries, while the percentages for the total are 60 
and 40 respectively. These articles should receive a 
-pretty high tariff which would protect Indian industries 
for all these articles can be manufactured or produced 
in India. On the remaining articles an ordinary tariff 
for revenue purposes will be levied with certain pre- 
ference to England and her Colonies. Twenty- three 
of the articles referred to herein have been examined 
in the accompanying memoranda. The others also 
can be examined, if necessary. 


What India wants. 

15508, 37. The conclusions to which I have arrived 
may be stated broadly as follows : — 

(1) India wants to have a national commercial 

policy with special tariffs. 

(2) India does not want free trade. 


1. Cotton manufactures, excluding twist and yam 

(5) Bobius 

2. Silk and its manufactures . « . , 

8. Sngar 


4. Paper including paper manufactures 

5. !&Iatclies . .••••• 

6. Soaps 

7. Tobacco manufactured and unmanufactured 


8. Salt . 

9» Oils • , • 

10. Aluminium articles 

11. Liquors . * 

12. Bangles, glass 

18. Faints and colours 


(3) India cannot afford to adopt Imperial pre* 

ference, save when Imperial imports are 
smaller in quantity than foreign goods and 
save when the articles concerned cannot be 
produced or manufactured in India. ^ 

(4) India wants protection to a considerable 

extent. 

(5) India wants a pretty high tariff for purposes 

of her revenue as much as for the 
encouragement of Indian industrial develop- 
ment. 

(6) India wants to impose high tariffs on manu- 

factures w'hich are made in other countries 
from raw materials exported from this 
country. 

(7) India w’ants to impose a reasonable tariff on 

articles which she can produce or manu- 
facture in this country but owing to various 
causes, especially want of efficient machi- 
nery, she has not been able yet to make or 
produce as cheaply as those other countries. 

(8) India does not want to i)iace any tariff upon 

import of raw materials or intermediates 
w'hich she requires for her manufactures 
or upon machinery and other requisites for 
her industrial development. 

(9) India wants to impose a small export duty on 

her foodstuffs, on exported raw material of 
which she holds monopoly or nearly a mono- 
poly, and upon raw material which is taken 
from this country to other countries manu- 
factured and brought back and imported 
into India as finished articles, as also a 
prohibitive tariff upon the export of 
manures. 

(10) India wants to give preference to articles 

produced or made in the British Empire so 
long as they do not clash with Indian 
interests. 

15509. 38. It is no rabid protection that I advocate. 
Any such thing might spell ruin to our country. 
Each article will have to be examined with 
reference to our production, its export to foreign 
countries, the need for the same article in those 
foreign^ countries, for what purpose the article 
is used in those countries, and what the effect of 
retaliation will be on our production. All these 
and many more considerations enter into a discus- 
sion in arriving at any conclusions. Caution 
^of the utmost kind is necessary. Knowledge of detail 
is essential. Acquaintance with trade conditions in 
foreign countries is indispensable and any protective 
duty that may be imposed will have to be circum- 
scribed by all these considerations and should, in any 
case, be moderate. Our most important consideration 
is of course to encourage existing Indian industries 
and to stimulate new industries. Articles wffiich are 
imported into India in the shape of raw commodities 
or machinery which aid our industries must necessarily 
be either free or subject to relatively light duties. 

15510. 39. Keeping the above concdusions in mind, 
it is suggested that import duties might be increased 
upon the following articles among many other 
articles : — 


Presoafc duty. 

Provisionally 
proposed duty. 

. 11 per cent. 

15 per cent. 


11 « 

, 11 and 20 per cent. 

15 and 30 per cent. 

, 15 per cent. 

25 and 30 „ 

20 per cent on 
confectionery. 

. 11 per cent. 

15 per cent. 

, As. 12-0 per gross of 

Re. 1. 

boxes. 

. 11 per cent. 

20 per cent 

, Different rates — 

Rs. 2, 

Re. 1 per lb. 

Es.3, 

Rs. 2-4-0 


^ 76 per cent* 

loo per cent 

^ Same as excise. 

Three times onr exciieu 

. 11 per cent* 

20 per cent. 

. 11 M 

20 ^ 

, Different rates. 

Increased rates# 

. 20 per cent. 

40 per cent 

. 11 » 

^ IS ^ 







Present duty. 

Provisionally 
proposed duty. 

14. Hardware 




11 

per cent. 

15 

per cent. 

15. Chemicals and chemical preparations 




11 


15 

99 

16. Rubber manufactures .... 




11 

9f 

15 

99 

17. Dyeing and tanning substances 




11 

!9 

15 

99 

18. Earthenware and porcelain . 




11 

J> 

15 

99 

19. Cement ...... 




11 

5* 

20 

99 

20. Skins, raw, tanned and dressed, raw hides 





Pree. 

11 

99 

(a) Boots and shoos .... 




11 per cent. 

20 

99 

21. Tea ....... 




11 

3f 

20 

99 

22. Copra ..... 




11 

99 

15 

99 

23. Toys 




20 

3f 

30 

99 

24. SSpices * . ^ . 




11 

99 

15 

99 

25. Jute manufacture .... 




11 

99 

20 

99 

26. Lac ..... . . 




11 

99 

20 

99 


15511. 40. I have ventured to fill in column (4) in 
the previous page (paragraph 39) with great hesita- 
tion, that is, to suggest the rate of duties to be here- 
after imposed on the articles mentioned therein because 
it will depend upon a consideration of the various 
circumstances referred to in paragraph 38. The in- 
creased rates suggested by me were more for stimula- 
ting discussion than for acceptance. I know some of 
the rates may be far from the right mark. On skins, 
raw and tanned and dressed and raw hides, I feel a 
duty might be imposed and it is with that view that 
I included it in the list. These articles are at present 
imported free of duty. There may be difference of 
opinion on this point. And then as regards jute 
manufactures, some portion of them first goes to Ceylon 


and comes back to India. Second-hand gunny bags 
are at present free of duty. I think they should also 
bear some import duty. Copra again is at present 
paying 11 per cent. Malabar imports large quantities 
of copra from Ceylon and there may be objections from 
Malabar on such duty. The rest of the articles, I 
think, can bear a higher duty. than they are at present 
paying. I am of opinion also that on articles 5, 12 
15 and 21, preference may be given to the British 
Empire goods. The first twenty-three of the articles 
in the list have been examined in detail in the memo- 
randa attached. They speak for themselves, and I 
need not further dilate on these individual items. 

15512. 41. The articles on which an export duty is 
suggested are seven in number : — 


Present duty. 


Proposed duty. 


(1) Raw cotton . 

(2) Raw jute cuttings . 

Other jute . • 

Manufactures • 

(3) Manures — 

(a) bones and bone meal 
(5) fish, guano , • 

(c) oil caie • 

(d) other manures • 

(4) Rice . 

(5) Raw — 

(a) hides 

(5) skins 

(6) Xiac • * . 

(7) Tea . . . 


m . . • . 

Rs. 1-4-0 per bale cf 400 lb. 
„ 4-8*0 do 
j> SO per ton (2,240 lb.) 

32 do 


mi 


As. 3-0 per maund . 

15 per cent. • 

mi .... 

Rs. 1-8-0 per 100 lb. ' . 


Rs. 6 per bale. 

50 per cent, increase on existing 
rates. 


. 25 per cent. 

. As. 8-0 per maund. 

. 25 per cent. 

, 15 per cent. 

, Rs. 1-8-0 per 100 Ib. 


Of these articles there may be a difference of opinion 
on the first and the last. So far as cotton is concern- 
ed, we are still in an experimental stage so far as the 
improved varieties are concerned. It requires consi- 
deration whether an export duty might not reduce 
demand in foreign coxmtries and thereby reduce the 
price with the result that in years when there is 
a bumper crop and a large area under cultivation for 
that crop, large quantities might remain unsold and 
the little that is sold might fetch a smaller price. 
But our cotton fields are capable of yielding other 
crops and then the world’s cotton production is yet 
far behind the demand. There is no likelihood of 
aaay snch contingency arising. ,Hext as regards tea, 
the present slump in the trade is no doubt an objection 
against any export duty just now. But then the tea 
trade is likely to recover very soon and I do not see 
any objection to continue the. present duty. It will 
be noticed that I did not propose any increase on it 
just now. Attention may also be invited to the 
speech of Mr. Bones in the Indian Legislative Assem- 
bly on the 18th of March 1921 in which he gave very 
good reasons for not reducing this export duty. 

15513. 42. I have only one other suggestion to 
make. The question of appointing a permanent Ta^ 


Committee to go into the question of tariffs constantly 
and to place the tariff policy of India on a scientific 
and economic basis and to keep it uptodate every 
year deserves consideration in order to keep pace with 
the changing conditions of the world’s trade. There 
seems to be such a committee in the United States. 
The committee need not consist of more than say, 

5 or 6 members, each to represent one large port, 
Karachi, Bombay, Madras, Calcutta and Rangoon. 
One great objection raised against such committee 
was that its members might he tempted to suggest 
changes in the tariff rates too often if only to justify 
their existence. But suitable safeguards may per- 
haps be devised’ to avoid such a contingency. 

In addition to the twenty-three memoranda giving 
detailed information regarding each article, I have 
prepared^ about twenty statistical tables containing 
information some of which has been incorporated into 
my note above. I Rave not specially made reference 
in the note to the particular table concerned in any 
place, though that would have facilitated verification 
but a glance at the head notes of these tables first will' 
enable the Commission to find out from what table 
I was quoting in the note. 


Oral dated Hadras, the did S^ebrnary 192S. 


15514. President, — Q, Mr. Beddi, you are the 
Minister of Agriculture and Industries in the Gov- 
ernment of Madras? 

A, Yes. 

15515, Q, You belong to the agricultural commu- 
nity? 

A* I do. 


15516. Q, You have no personal interest in any 
industrial concern in the country? 

' A. No. 

1551*7. Q. We are very much indebted to you for 
the illuminating historical sketch you have given of 
the British fiscal policy extending over such a long 
period, and I frankly acknowledge the help and assist- 
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ance we have received in that direction. I take it _ A. 1 should think each case will have to be judged 


that you are in favour of affording protection for the'^ 
purpose of industrial development in the country 
A, Quite so, Sir. 

15518, Q, You say at the end of paragraph 
Why should we not put a sufficient tariff upon ti" 
English, Japanese and other foreign goods until atj' 
least India is capable of favourably competing against . 
these goods?’’ This I think relates to cotton goods. 
Do you advocate this measure because you desire 
that India should become fully self-contained in re- 
gard to her requirements of piecegoods? 

A, As far as possible. 

15519. Q. In order to attain that goal you would 
impose protective duties against all those countries 
which export to India cotton piecegoods to compete 
with our local manufacture? 

A. Quite so. 

15520. Q. In paragraph 16 you say : We advocate 
protection to encourage Indian industries, to provide 
work for our own labourers, to invest our own capital, 
to stimulate our infant industries into striving and 
energetic adult industries and to stimulate diversity 
of employment. It is thus a patriotic policy.” When 
you put it in that way, T take it that you would be 
prepared in order to realise that ambition to pay for 
it in the way of higher prices to the consumer during 
the period that your industries are developing and 
are attaining success. 

A. I have answered that in paragraph 10, at the 
end. We auite concede that there is no force in 
the argument that protective duty is paid by the 
foreign coimtry importing into our country. The 
nation is prepared to bear this additional cost, for by 
such sacrifice alone, the nation knows, it can develop 
its industries.” 

16521. Q. I wanted to emphasise it in your oral evi- 
dence. 

A, Very well, Sir. 

15522. O. In paragraph 18 you advocate a general 
policv of State help to promote industrial development, 
it TO8V be bv wav of tariff or in other directions. 

4. Tn a lumdred other wavs. 

15523. 0. Then in paragraph 20. which deals with 
foreign firrus comin<y and establishing industries in 
India for the purpose of manufacture, vou say vou 
^muld bawe no objection. You would not view it with 
disfav^'ur? 

A. Not at all. 

155*^4. Q That is. promdM the E’cclisbruAn con- 
cerned domicile tbemselv«s in India the time being, 
emplov tboir capital on the basis of th<» rmee and not 
on a p^erlinsr basis. criTTo g obsnco to Indians to sub- 
cif»ribe a certain portion of tbp f^barco fp fb® r'cn/>nrn, 
ond train our men In the various Muds of work from 
tb« lowest to tbe hic'best fo'f'm ^f business copno^'to'l 
with tbe nartictilar industry.” With regard to this T 
v’^ant to a^’k vou a few mmstions m*»ke vour position 
clearer. Vou «av ** nrovid«d tbe Engli^bmep concern - 
. ed domicile themselves in India.” You mean all 
foreign peopled 

A. T prefer the Englishmen to other foreigners. 

15525 Would yon reptri^^t the nrivilewA of ec'tab- 
i?sbin<T industries in India behind a nroW+ive wall to 
Dfitis’^'erfl or wo7?ld grant it I'o r'*1 •P'^r-«i/mers'^ 

A, T wopld oertainlyr nrofr^r the Ilriti<'bcrs to tb^ 
fotiaimoors N^vt to tbn Eriticjb<^rs I •nr<ifA'»* stu’b 

/'oTo'^iaTs as gi'"A ns onpai treatment. Tbe foreigners 
nrould r*omp' n long wav off 

15526. Q. You would prefer the Britishers. Would 
you by regulation or bv law prohibit tbe others from 
coming, or would you throw open this privilege to all, 
while* giving preference to the Britisher? 

A. I should like to put it in my own words. I 
should certainly have Englishmen in preference to 
others. Secondly T would have such colonials as show 
equal treatment to Indians, and those colonials w’bo 
do not show equal treatment T wmld like to avoid, 
and more or less they would Be on a par with the 
foreigners. 

15527. Q. Would vou bv regulation or law declare 
that you would prohibit the others? 

A. T would not lay down a hard and fast rule. I 
would leave it to the executive of the Government of 
India. 

15528. Q. jCould you give us any practical way in 
which this preference could be given? 


;by itself. You will have to put confidence in the Gov- 
'emment of India to work out our intentions. 

I 15529. Q. Preference can only be given by some 
practical means? 

A. Yes. 

15530. Q. Preference to one is a handicap or restric- 
tion to another. Supposing there are two people ap- 
plying for employment and if you give preference to 
one, it means that you do not employ the other. 
Now, in this case w^ould you give preference by law in 
the sense that Britishers alone will be allowed to 
establish themselves in India? 

A. Not alone. 

15531. Q, What distinction would you make? 

A. When nationality alone is concerned I would 
give preference to Britishers. Other conditions, such 
as giving training to Indians, etc., being equal, I would 
prefer the Englishmen. 

15532. Q. Supposing an Englishman, a German and 
a Japanese want to establish a factory in India after a 
protective policy is adopted. What should be tbe policy 
of the Government of India? Should they ,say": 

” Wlioever has the skill and capital may establish the 
factory,” or should they say: “The German and the 
Japanese shall not, hut the Englishman alone could 
do it.” 

A. I v^ould leave power to the Government of India 
to empower any of these firms to establish themselves 
in India. 

15533. Q. All three? 

A. Yes. They wall have power, when the three ap- 
plications come in, to decide who shall he allowed. 

can only give a hint that ordinarily the English- 
man should he preferred, other conditions being equal. 
But supposing the Japanese give us better terms, it 
should be left to the Government of India to decide 
whether that firm should come in. I would give dis- 
cretion to the Government of India, laying down gene- 
ral rules. Ordinarily the Government* of India should, 
prefer the Englishman, but if a stranger could give us 
better terms, certainlv the mere fact that the one 
happens to be an Englishman need not do away with 
the other considerations. 

16534. Q, You say: “ provided the Englishmen con- 
cerned domicile themselves in India for the time 
being.” Would you explain what you mean by 
“ domicile?” 

A. T say that they should not manage the business 
from England. They ^may, after their service is over, 
go ba^k to England. They should live at the place of 
their business. ^ 

15535. Q. That is to say, the boards of direetom 
should be in India? 

A, Yes. The shareholders may be in Englend, but 
those who manage tie bnsineei should he domiciled, 

15536. Q. Then vou say ” give a chance to Indians te 
suhscrihe fo'^a certain portion of the shares.” Would yon 
make it obligatory nnder law or under regulation that a 
specific nroportion of the capital should be obtained from 
Indians P 

J. T should think go. 

15537* Q. What would he yonr proportion ? 

J. It would depend tinon the nature of the business. 
Ordinarily sneaking T should sunnose 50 per cent, would 
he quite sufficient, hut it would depend upon a number of 
other oAusidArftrionR, 

15638. Q. Then vou say : ** and train our men in tbe 
various kinds of work from the lowest to the highest form 
of business connected with the particular industry.” Will 
you please explain this point P 

A, I have received some complaints. Sir, that, though 
Indians were employed in certain firms it is not right that 
T should mention the names that even though gome high 
nlaces were given to them they w-ere not allowed to leam 
the secrets of the business- Of course tbev are perfectly 
iustified iu keeping the secrets of their business to 
themselves, bi't if they want to establish firms under a 
nrotective tariff, we should insist on their letting our men 
learn. 

15539. Q. Would yon make it a condition of permission 
to establish firms in India by foreign people that they 
enter into an agreement to train Indians from the lowest 
to the highest form of buoiness in connection with that 
paxticnlar industry. 

A. T wonld- 

16640, Q, Ifanvfirm refTwes to agree to thk 
would you refuse them pexmlsmii F 
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A, I would not allow tliem to come here at all. 

15541. Q, Even if the industrial developement of India 
is delayed by that, you would i*efuse them permission ? 

A* What is the good of that firm coming here, if they 
would not train our men. 

16542. Q. You have given a very elaborate and interest- 
ing statement with regard to Imperial Preference and how 
according to you, it would work in regard^ to some of the 
Dominions. Your position, so far as India is concerned, is : 
you are in favour of granting Imperial Preference to Great 
Britain ? 

A. To 9 > very very limited extent. 

16548. Q. ^ ill you please explain ? 

A. I have explained this already. In 1903 the Gov- 
ernment of India observed : (5) by such a ^ scheme 

India offered something hut not much to the Empire. Pn 
the other hand, India had very little to gain in return, but 
had much to lose or risk ; (c) there was danger to India by 
reprisals by foreign nations and these might be disastrous 
unless India was assured of benefits and more certain than 
any which had so far presented themselves to the Govern- 
ment of India.'* Referring to these I say : ** It may be 
noted that it is still t me that India has nothing to gain' 
by adopting Imperial Preference and has much to lose.'* 

16544. Q. Then why do ^ on advocate it ? 

A, I have got other reasons, but they are not economic, 

15545. Q In paragraph 35 you say : While we agree 
even to this small extent to adopt Imperial Preference we 
cannot ignore the part which Germany pla\ed in our 
trade and what effect Imperial Preference on our part 
would have upon our trade with that country. There can 
be no denying that Germany is or rather was one of our 
best customers. To exclude German goods and even 
Austrian goods would moau a heavy burden iipoa^ the 
people of this country." And still you are advocating a 
policy of Imperial Preference. ^ 

A, Quite so. Sir. I recognise it in principle, but not 
in effect. You will please refer to my conclusions in 
paragi'aph 87 of my note. Please see clauses (3) and (10) — 

“ (3) India cannot afford to adopt Imperial Prefer- 
ence, save when Imperial imports are smaller 
in quantity than foreign goods and save when 
the articles concerned cannot be produced or 
manufactured in India. 

(10) India wants to give preference to articles 
produced or made in the British Empire so 
fang as they do not clash with Indian 
interests.** 

Reading the two together, if you will also see* state- 
ment X?I — value of imports of^ merchandise from 
principal countries into British India by sea," where the 
imported articles are mentioned senatum and the countries 
they have come from are also given, you will find there 
that I give all the articles imported and the values thei»eof. 
If you take that and if you view it in the light of these 
two clauses, viz,, where the imports are smaller in quantity 
than foreign goods and if you also include articles which 
can be produced or manuiaetured in India, very few 
articles will be left, I simply want to recognise the 
principle of Imperial Preference for political reasons 
mostly and sentimental reasons. The sentimental reason 
is not perhaps easily explained. It is here in Madras we 
belong to a particular party and we have got a* certain 
at^ebment to Great Britain, I do not say that others iu 
Ibis ot in otbe*: Presidencies have not got it. But the 
strongc^r ground is this, everybody in India to-day wants 
to have self-government or Swaraj within the Empire save 
Mr. Mohaui — and even Mr. ^andni wants only Dominion 
status. When that stage is reached, what is the link 
between EnaJandand India which will enable any one to 
say that India is a part of the Empire, what is the link 
which will bridge the gulf of 6,000 miles of Sea ? The only 
link I can conceive of is this preferential tariff.^ It may 
take along time indeed before we get the self-government, 
but we want to recognise the principle now in order that 
we may create that link between England and India. 

15546. Q. Your position is this ... 

A We want a lot of machinery from England and if 
we put all restrictions, the British nation at large, at least 
those merchants with whom we have to deal and the 
manufacturers of machinery may retaliate and refuse to 
sdl us machinery. I therefore Just want to pacify them. 

15647. Q. Tour position, as far I have understood you 
(please coirect me if I am wrong) is that you want Imperxa 
Preference, and you are prepared to incur some loss. 

A, Very little loss at present, 

* Not printed. 


15648. Q. You are prepared to accept the principle of 
Imperial Preference for mainly two reasons: patriotism and 
fear, patriotism because you wish to remain in the British 
Empire and you do not think that there is any other link 
which would keep India and England together if Home 
Rule is established : and fear that they might retaliate and 
prevent your getting machinery and inteifere with the 
development of your manufactures. Is that so ? 

A, Very nearly so, I won't use the word '‘fear,” I 
would call it policy.’* 

15549. Q, It comes to that— T maybe a little blunt. 
Now, a great student of History as you aiv, you must 
know when Dominion status was granted to Canada and 
Australia. 

-dt. It was about 1876. 

15550 Q, And when did the Imperial Preference come ? 

A, It came, I suppose in 1897. That was the first year. 

15551. Q. That is to say after about 20 years. For more 
than 20 years there was uo Imperial Preference to bind 
Canada and Australia with Great Britain. 

A, Yes; that is fairly correct. 

15552. Q, The Empire link still remained intact ? 

A, Yes. 

15553. Q. Do you think that trade treaties or Imperial 
Preference are the only directions in which self-govern- 
ing countries belonging to a commonwealth of free nations 
can stand together P 

Jt. That at any rate was the view in the colonies. The 
colonies tnought that that was the only link. 

15654. Q. Dout you think that the link for defence pur- 
poses is a far stronger link to bind two nations tog**ther ? 

A* The only trouble is this. How would you distin- 
guish J apan from India. Japan is in alliance for offence 
and defence with England. (I don’t know how it has been 
altered now.) Yet Japan is not a part of the Empire. 

15556. Q. Is there no distinction between Australia and 
Canada on the onn side and the United States of America? 
It is only a link of defensive alliance. 

A, I do not say that is the only link. 

15656. Q, I do not say that that is the only link. But 
I ask you wliether it is not a stronger link ? 

A. Well, I admit that. But at that rate we can enter 
into such alliance with any country we like. 

15657. Q. Yotr could not without the consent of Great 
Britain. Australia and Canada cannot enter into an offen- 
sive and defensive alliance with J apan without the cons'ent 
of England. 

A, That is so. 

15558. Q, ‘fi^ould you admit that Imperial Preference 
under present oondiiions would involve a substantial 
economic loss to and would you hold that India, to remain 
in the Empire, India should constantly bear the loss P 

A, The loss will be infinitely small. It will not be 
more than 2 lakhs a year at present. 

15559. Q. Then, you recognise the principle simply 
because it will not involve heavy economic loss P 

A. I want India to be a part of the Empire. 

15560. Q, You must then be prepared to incur any loss ? 

A, Not necessarily. 

16561. Q. Your position then, is that you accept the 
principle of Imperial Preference because it will involve very 
insignificant loss, 

A, Not because of it. The cause is that I want India 
to be a part of the Empire. 

15562. Q. Then the position is that you are prepared to 
accept the principle irrespective of the amount of loss 
involved ? 

A,^ Not necessarily ; because, while being part of the 
Empire, we can still claim from the Empire certain 
concessions c^sistent with her interests. The time may ^ 
come when India would develop her industries nand be in 
a posLtiou to compete with the rest of the world* 

I would give full preference to England. 

15563. Q. Then, your position is that India as a member 
of the Empire should have reciprocal trade treaties wltli the 
other members of the Empire to the mutual advantage 
of one another. Is that so P 

A. I would put India on a more favourable position ; 
because we are not iu a position to reciprocate as well as 
the others who have developed their industries wonder- 
fully. 

16664. Q, You suggest in your report that these views 
also represent to a great extent the views of the Govern- 
ment of Madras ? 

A, Yes, on the whole. But perhaps the better course' 
for you will bt to take the communicatiotr from the Secre- " 
tary to the Madras Government and compare it with the 
conclusions I have come to and then you will be abte tq 
see the difference. 
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(As the communication did not reach the Commission 
in time for circulation to the Members, the Secretary of 
the Commission under the orders of the President read 
out the following memorandum. 

Written statement of the Government of Madras. 

15565. The conclusions at which this Government have 
arrived may be stated broadly as follows : — 

(1) The Government advocate for India her own 

commercial policy with special taiiffs and regu- 
lated primarily with regard to her own inter- 
ests. 

(2) As a corollary to (1) it follows that ti e Govern- 

ment do not advocate a free trade policy for 
India. 

(3) The tariff policy sliould be so regulated as to 

afford protection to Indian industries and to* 
encourage Indian industrial development. 

(4) In other respects, the tariff should aim at the 

production of as much revenue as possible. 

(5) India is willing to adopt Imperial Preference 

subject to the considerations in paragraphs 
(3) and (4). 

(6) The degree of protection to bo imposed should 

vary with the extent to which, in respect of 
a given article or class of articles, the possibi- 
lity exists of encouraging or creating any 
indigenous indubtry or manufacture. This is 
a question to be settled upon a scrutiny of 
the conditions affecting each article or class 
of articles, and the policy will therefore vary 
from time to time. Broadly speaking, the 
policy should he frankly protective ia its 
ultimate aim where India possesses the neces- 
sary raw material and where the article is one 
which can be manufactured in India. Where 
(even though India may possess tlie raw mate- 
rial) she is unable, for temporary or permanent 
causes, to manufacture a. given article or class 
of articles, the tariff should be regulated at 
the outset with a view to revenue. But in all 
cases where the disability is susceptible of 
removal, the tariff should be so modified from 
, time to time as to stimulate the growth of 
indigenous industries or manufactures. • 

(7) Subject to the above considerations the interests 

of the country do not require the imposition 
of any tariff upon the import of raw materials 
or of intermediates which she requires for her 
manufactures, or upon machinery - and other 
requisites for her industrial development. 

(8) India should reserve the rigjit to impose a small 
, w exjport duty on her food stuffs, on exported 

raw material of which she holds a monopoly, 
or nearly a monopoly and upon raw material 
which is taken from this country to other 
countries, manufactured and again Jmported 
into India in the finished state as also a high 
. tariff upon the export of manures. 

15566. Sir Mancchfce l>adahho^,---T}ii$ memorandum 
of the local government really contains a compendium of 
your views. I don’t find there is any material distinction. 

A. I must leave it to you. The two papers are before 
you. 

15567, Q* The Madras Presidency is an agrioalture 
Py^dency practically P 

A. Mostly. 

15568. Q. And it is industrially backward ? 

A. Yes. 

15569. Q. It cannot cfiinparc in point of industries with 
any other province in India ? 

A. I do not know. At any rate it cannot compare 
with Bombay. 

15670. Q. You sum up the situation in a nut-shell when 
you say that ‘ the agriculture labourer is at present paid 
very low and it is easy to divert him to industries without 
causing much dislocation in agriculture itself. ’ During 
our tour in the Punjab we were told very strongly that 
India Iwing a country which produces raw materials, 
India being a country where famines are very frequent, 
India should stick to the agricultural industry and 
remain an exjporter of raw materials and that there should 
be no protection given to develop all industries. I should 
like to have your views on the point ? 

A. 1 entirely differ from that. 

16571, Q. On the other hand, so far as I understand 
from your excellent note, I find that in yoar opinion diver- 


sion from agriculture to industry would stop famines to a 
certain extent ? 

A. Yes. 

15572. Q. It would provide employment for a greater 
;portion of the year to the agriculturists who are simply 
idle between the reaping of their harvests and the nest 
sowing season ? 

A. Yes. May I supplement it a little ? At present 
I am finding it very difficult to introduce anything like 
machinery in agriculture. Our people here have been 
carrying on agriculture with the old implements and on the 
old methods. Spain for instance is producing something 
like 2|toii8 of paddy per acre while India is producing only 
4 a ton per acre. In the matter of sugarcane also you find 
that India produces about a ton per acre whereas there 
are countries which produce nearly 2 or 3 tons. I attri- 
bute that excessive prolnction in other countries to 
scientific agriculture and to the introduction of machinery . 

I consifler that the machinery has not been adopted 
in this country partly because our people have gob enough 
of labour and they think that this machineiy is costly 
and that therefore they need not spend money on that. If 
on the other hand a portion of the agricultural labour is 
diverted, the need for machinery would be felt. If machi- 
nery is introduced you will find' that we will he able to have 
intensive cultivation ’and produce more and we will 
therefore be better off. 

15573. Q, Tiren you advocate a policy of scientific 
agriculture in conjunction with other industries ? 

A Yes. 

15574. Q. Do you think there will be a large diversion 
of labour from agriculture ? 

A. It will take a long time. I wish it came sooner. 

15575- Q. In the Punjab we were told that there would 
be some difficulty in diverting labour from agriculture to 
industry ? , 

A. I don’t know the conditions of labour there. I am 
not in a position to speak about the Punjab. 

15576. Q. In paragraph 11 of your report you wish that 
sufficient tariff he put upon English, Japanese and other 
foreign goods until afc least India is capable of favourably 
competing against these goods. Of course you refer to 
cotton goods practically. 

A. Yes. 

15577. Q, WcJUld yon go in for different!**! treatment 
in the case of England and Japan ? We find in India 
that the competition from Japan is greater than the 
competition from the United Kingdom, We have at 
present a duty of 11 per cent, on piece goods i^nported 
from England. Would you put 20 per oeat. or a higher 
duty on piece goods coming from Japan. Would you 
favour such differential treatment P 

A. Wouldwenot then be treading on the ground of 
preferential tariffs ? 

15578, Q, Do you think it would come under pro* 
ferential treatment to the United Kingdom P ^ 

A. My experience is that the Japanese articles are not 
eqa>»l to the samples. It is also said that their articles do 
not last long. I do not think that we need worry ourselves 
much about Japan in the long run. 

15579. Q, If it could be done, would you object to il ? 

A. It comes under preference and I have given my 
views on that. 

15580. Q. Do y-ou want India to be self-contained in 
the matter of cotton cloth ? 

A. Yes as far as possible. 

15581. Q. You are not much apprehensive about the 
combination of trusts taking place in this *‘ountry, because 
competition will be quite sufficient to neutralise the effects 
of such trusts. 

A. Yes. In paragraph 15 I dealt with that aspect. 

15582. Q, Then you do not object to foreign capital 
coming to India. You w'ant only that the companies should 
be registered in India that the capital should be in rupees 
and not in sterling, and thot a certain number of shares 
should be held by Indians, Is not that your position ? 

A. Yes» 

15583. Q. Coming to your analysis of your wants you 
say * India wants to impose high tariffs on manufactures 
which are made in other countries from mw materials 
exported from this country.* We export cotton seeds 
from India. Would you recommend high tariffs on oottoxk 
seeds? 

A. Yes, provided it would not be injurious to Indian 
interests. 

15584. Q. In the next clause you say ‘ India wants to 
impose a reasonable tariff on articles whieh she can prodaco 
or manufacture in this oountyj bat owing t-i various 
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especially want of eflSoient maclunery, she has not been 
able yet to make or produce a^- cheaply as those other 
countries.’ In c»ses of exports you put a duty on such 
articles? 

Of course I do not include oilseeds. On page 13 
I give a list of articles on which I would advocate an export 
duty {mde paragraph 41). 

15586. Q. You will not put a duty on oilseeds. 

A. I purposely excluded them. 

15586. Q; In your list you include cotton. You want 
the cotton industry to be protected; but if the very 
materials by which you want the cotton industry to he 
worked, say bobbins, if you put 11 per cent, duty on that 
would it not neutralise the effect ? 

A, Possibly, Sir. Put tve can make these bobbins in our 
country. 

15687. Q. I have not heard of bobbins being made in 
India. 

A» If I am not mistaken one or two firms in this Pro- 
vince told me that they were making these ‘bobbins. At 
any rate we ought to be able to make them. We have got 
Imitahle wood in our forests. 

16688. Q. You ask for an increase of duty on s«lt to 
three times its present duty. Why do you recommend 
that ? Dr. Besant, who! was examined yesterday, said that 
the present duty on fealt should be abolished. 

A. Possibly, Sir, the British free trade instincts are still 
in her. Please also mark I was speaking only of hTvported 
salt. My reasons are th^se : The only requisites for 
the preparation of salt are a sea co:ist and a bountiful sun. 
Heaven is pleased to give us both of these and yet yon 
find year after year salt c«»ming in from Liverpool and 
other places. With the immense salt mines in R'ljputana 
and with all the sea coast round the country it seems rather 
unfortunate that we should ever allow salt to be imported 
into thk country. 

16689. Q. When you increase this duty to three times, 
would you also increase the excise duty on the local manu- 
factured salt to the same extent ? , 

A^ Not at all. Local salt must he cheaper. 

16590. Mr, Jamnadas Duoarhadas, Dr. Besant asked 
for, the removal of the excise duty. 

16591 . Sir Mamchjee Dadahho^ : Is that so ? 

A, Then I must withdraw my remark about her British 
free trade instinct. 

15592. Q. You say the excise ought to be reduced. 

A, Another factor will come in, the factor of revenue. 
15593. Q. In the case of jute you want to increase the 
duty ? 

, A. I have said in paragraph 40 that seofmd hand gunny 
bags come free of duty. That is all 5 there is not much of 
it. You have a duty at present. 

15694. Q. Under raw cotton you want to put an export 
duty ot Bs. 6 per bale. How will that affect the price in 
India P 

A- I don’t think it will affect the prices very much. 
It will come to about 2 per cent. One Dale costs Es. 250. 
T\ve duty will come to about 2 per cent. 

15596. Q. You say tbat our cotton fields are capable of 
yielding other crops and the world’s cotton production 
is yet far behind the demand. That is, you do not fear 
, tbat there will be no demand for our cotton ? 

A, 1 di<) not. 

^ 16696. Q. But then we are already producing nearly three 
times the cotton tbat we are consuming in this couutr;/, 
and we are dependent upon our exports of cottun to get 
good prices for our a^iicnlturists. On account of the free 
export of cotton our agriculturists are getting higher 
prices for their cotton.. If you put a duty it might have 
one of two effects, Either it mi^t depreciate the value 
of cotton or it might reduce the exports. 

A, 1 am not afraid of the exports being reduced..^ Wo 
are importing more cotton g[onds,. and possibly air. that 
cotton might be utilised liere in the manufacture of cloth. 

16697-, Q. It will take several years for us to utilise all 
the’ cotton. 

A, On page 2 of my memorandum I have recommend- 
ed only an export duty of Es, 6 per bale (lb. 400, value 
Es. 260=2 per cent.) 

1559$. Q. You still stick to that view ? 

A, Yes. That will he the means of keeping a little 
more cotton in the country, but still there will be demand. 
The world’s production of cotton ia far behind the demand 
in the world. 

15699. Q. In this connection you say that our fields are 
capable of producing other crops, but they may not be 
as pkying as coHon ? 

jL I was thinking of this in years when there was a 
bumper crop and prices fell. People are always adjusting 


their crop according to the price it fetches (in this 
province at least). 

15600. Q, I understand tbat yotir idea is to give pre- 
ference to the United Kingdom simply with a view to 
keep up the link between the two countries, the mother 
country and India, and in order to propitiate it. 

A, The choice of the world is left to you. 

15601. Q. Till India gets Self-Government and if there 
is economic loss to the country, you would not for the 
present advocate In^perial Preference, would you ? 

A. I recognise the principle. 

15602. Q, But you would not put the principle into 
practice immediately ? 

A, Except to the small extent that I have mentioned, 
which won’t cause India any loss worth mentioning. 

15603. Mr, Jamnadas DwarJeadas. — Q. In paragraph 
11 of your statement you have given figures of the value of 
the cotton hales th«at were ex ported to foreign countries 
in 1919-20, and you also give us the value of the cotton 
goods, including twist and yarn, imported into the country 
in that year, from which 1 think you deduce the fact 
that if all this cotion were consumed in India probably 
India would be made self-supporting so far as its require- 
ments of cotton aie concerned. 

A, Yes, to a large extent. 

15604. Q. Youlaiow that you import the finer cloth 
especiall? from Lancashire ? 

A. Yes. 

15605. Q. When you have to weave the finer cloth you 
have to use the foreign yarn. Do you think you would 
be able to grow cotton which will give jou finer cloth. 

A. It is possible. A country which has produced at 
one time tl e cotton that was giving us the Dacca muslins 
ought to be able to produce such cotton to-day, and it* is 
the duty of the Agricultural departments of the various 
provinces to see that such a state is revived. 

15606. Q. What has prevented the agriculturist so far 
from producing that kind of cotton ? 

A, It is rather difficult for me to go into that question, 

I suppose adulteration must have been responsible for the 
death ot the seed. 

16607. Q. Is it because it docs not pay to grow it ? i 
A, It does pay the agriculturists if they could preserve 
the purity of the seed, but when adulteration comes in it 
does not pay. 

15608, Q. You look forward to tie day wben it will be 
possible to consume all the cotton that grows in this 
country, and you would then make India self-contained. 

A, If my reading of the figures from Bombay are 
correct, we are producing more cloth of finer quality than 
before. Our production of piecegoods has increased in 
quantity during recent years. Last year it increased by 
41 per cent, while there is a falling off in ^the production 
of yarn and twist. The total of production and imports 
of yarn was smaller than in thd pre-war^ year 1913-14. 
Therefore the conclusion is that we are getting more yards 
of cloth for smaller \yeight, that is the finer quality, and 
provided these artificial humidifiers are developed, I don’t 
mind importing for the purpose of mixture sufficient 
quantities of cotton from foreign countries even. But the 
gi eater problem is for the Agricultural departments of the 
various provinces to see that the long staple cotton is 
produced in the country, 

16609. Q, You think that the falling off of the pro- 
duction of that kind of cotton is due largely to the indiffer- 
ence of the provincial Ajtricultural departments P 

A, No. The Agricultural Department came in only 
* 15 years ago, Th^e production of this kind of cotton 
ceased 80 or 90 yeax's ago. I think the internal dissensions 
and- constant wars in tho country were responsible. I 
cannot definitely say what the cause is. 

- 16610. Under paras:raph 16 you make 
ment which 1 would like you to elaborate. You say that 
the agricultural labourer is -at px’esent paid very low and 
that it is easy to divert, him to indusirisfe without' causing 
much dislocation in agriculture itself, and that when- the 
wages of the industrial labourers are raised, the wages of the 
agricultural labourers also must rise, and. all these would 
mean, a higher standard of life. Am I to infer from this 
that the wages of the agricultural labourers will rise 
simultaneously with the wages of the industrial labourers ? 

' A, It is an economic law tbat when one side receives 
higher wages the other side «lso will want to get equality 
ill respect of wages, Anoiher thing is that when the 
supply is reduced the remaining people must be paid 
higher wages There are two laotcrs. You take away 
a few agi'icultural labourers to be trained as industrial 
labourers. The number of agricoltural labourers- will 
be reduced, and . they will get higher wages, Alsq 
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ibere ^ is this ^act. A new industry must necessarily 
pay higher wages. Then the other set of men will say, 

“ We can get more wages there and if you won’t pay 
higher wages we would go there 

15‘311. Q. I want to draw yoMr attention to this. One 
of the arguments for free trade that we have had brought 
before this Commission is that if you divert the agricul- 
tural labourer from agriculture to industries, a time will 
come when India will not have sufficient food and when 
everyone wilt take to industrial labour and not to agricul- 
ture. 

A, In such a contingency we will he able to protect 
ourselves against it. That was the case with England. 

It Was once a very prosperou'? agricultural country, and it 
has become an entirely industnal country. But still I 
suppose we have the lesson of England before us, and such 
a contifigency is a long way oft*. I hope the Indian states- 
man will rise equal to the occasion and find the means to 
combat the difficulty. 

^lo612. Q. Don’t you think that India is so uiider-indus- 
trialised that you need not contemplate it at present ? 

A it is a matter for our grandsons to think of, pos- 
sibly not even for our sons. 

15ri3. Q. In your pnrngraph 17 you draw what I may 
call a gloomy picture of the Government of India's finances. 

If you will jiermit me I should say that you are very 
pessimistic in saying that the Indian budget may begin 
with a minas balan^'c of 20 crores of rupees. 

A, You Can correct my figure if I am wrong. 

15614. Q. I do not claim to know more. But you suggest 
that this state of affairs is going to last because you think 
that expenditure cannot be curtailed substantially P 
A, If you qualify it with “ substantially ” I am pre^ 
pared to accept it. But I l ope that the Government will 
try their best to reduce expenditure, 

15615. Q. Therefore you suggest that the only possible 
solution for supplying the revenue without taxing the 
people directly is hj protecting themselves by a wholesale 
policy of protection. Is that what you suggest ? 

A. Yes, practically. 

15616. 4- let me put this to you. We have been 
told by some witnesses that if you put an import duty for 
revenue purposes it is all right, but if you have an import 
duty' for purposes of protection, imports might become so 
restricted that revenue might suffer. What is your view ? 

An Have I not met that argument in paragraph 12 
of my note P Are you referring to the old theory that 
they connot go together ? 

16617, Q, Taking the conditions as tin-y are to-day, you 
are faced with a financial position which, as you say, is 
veiling on bankruptcy. You want at once to launch on a 
policy of protection ? . ’ 

An Hot at all. If you will kindly see my paragraph 
SB, I Isay: “ It is no rabid protection, that I advocate. 
Any such thing might spell ruin to ^ our country. Each 
article will have to he examined with reference to our 
production, its exjjort to foreign countries, the need for 
the same article in those foreign countries, for what 
purpose the article is used in those countiies and what the 
eSect of, retaliation will be in our production. AH these 
and many. more considerations enter into a discussion in 
aitiring at any conclusions. Caution of the utmost kind 
is neo^sary. Knowledge of detail is essential. Acquain- 
tance with trade conditions in foioign countries is indis- 
pensable find any pvoUotivo duty that may be imposed will 
have to be circumscribed by all these considerations and 
should in any case be moderate.” 

16618, Q. You would make your protective duty such, 
in the beginning at any rate, as not to affect your revenues 
considerably P 

An I want to make it one of the primary considerations, 
1561H. Q. I think I am right in inferring from your 
arguments that ultimately a policy of protection will make 
the. country very rich, because of the industrial prosperity 
it will inevitably bring. 

An You can take tliat view. I do not know whether it 
necessarily follows from what I have said. 

1562Q- Q. Am I right in inferring it from your argu- 

^ 3neiits. 

‘ A* I would not object to it. 

- 15621. Q. A policy of protection will contribute to the 
riches of the country ? 

A* Yesv by the industrial development. 

15622. Q. In your paragraph 1 8 you give us figures of 
exports during the year 19B)-2U aud during 1930-21. What 
do you think has hee% the cause of the falling off in ex-‘ 
ports ? 

A. Various causes must have contributed to it, for 
f&TrA rjLw Tiiilafl smd skins. Thsrs is a. lar£re stock 


of those purchased in 1919 in London'and even in Italy; 
That might be one of the reasons, for the falling off. 1 
have given the reasons, as far as I can, in the memoran- 
dum that 1 have supplied. 

15623. Q. What do you think is going to he the future? 
Will the exports fall further or will they rise ? 

An I think^ gentlemen, like the Hon’ble the President, 
will be better judges of such things, I cannot foresee with 
any accuracy, but there is the fact that we are importing 
100 crores worth more than we are exporting. 

15624. Q. Turning to the definite suggestions that you 
make, with regard to the duty to be imposed on cotton 
manufactures, excluding twist and yarn ^ .... 

An They are not meant to be conclurive. They are sug- 
gestions with a view to provoke discussion. 

15625. Q. In the first place I would like to ask you why 
you exclude twist and yarn. 

A. Because you want a lot of yarn for your own ?nanu* 
factures. The higher counts cannot be manufnetured in 
this country, at any rate at present. My idea is that 
there should he a regular tariff committee sitting from 
3 ear to year to adjust the tariff to the changing conditions 
of the w orld. 'Any suggestion that I make can only apply 
to the present. To-day you are bound to import a lot of 
the higher counts. If we include them then there will be 
no weaving at all, except of the smaller counts say up to 
305. or 405. 

15626. Q. Assuming that you cannot get on without im- 
porting, what about the lower counts ? Would you exclude 
them ? 

A. I was under the impression that the imports of the 
lower counts are falling off. 

16627. Q, Myjimpivssion was that in l‘.ri9 we imported 
a large quantity of the lower counts from Japan. Please 
see also yqnr figures regarding imports of yarn aud yarn 
produced. ‘ 

. An I am sorry I am wrong. I have not got the 
figures for 1919. But judging from 1916-17 and 1920*21 
we have been importing in larger quantities. 

15628. Q. If you are importing very large quantities of 
the lower counts from Japan, which compete with our spin- 
ning industry here, would you still exclude the lower 
counts also? 

An I do not mind altering my view so far as the lower 
counts are concerned. 

16629. Q. So you would not exempt the lower counts 
from duty? 

An Ho. If imports are increasing 1 would cei’taiuly not 
mind a small import; duty. 1 would still put it very small 
indeed, because nfter all we want the yarn for our man-i-' 
factures. We have to import yarn for our manttfactaring 
purposes. ^ ’ 

• 15630. Q. Could you, give us an idea of what import 
duty you would have on the lower counts ? 

An i would le satisfied with a 6 per cent. duty. 

15631. Qn By lower coun‘S# you moan counts below AOe.F 
An Yes. 

15632. Qn If it is a ffict that you ave encouraging the 
Japanese spinning industry at the cost of the Indian spin- 
ning icdustry, would you not rather have a ix per 
duty, the same as you have on imported doth ? 

Jin But from the point of view of India you require it 
for the manufaefcares of cloth for your people. 

15633. Qn But to use your own.argument you are so keen 
to have the cotton which grows in this country consumed 
in this Cuuntry. You say that the cotton which grows 
here should be consumed in the country. If you allow the 
free import of Japanese yarn (or have only a very small 
duty), it will encourage Japan lo take away cotton and 
send it back in the shape of yarn to compete with our own 
yam. 

A. But you should weigh the interests of the handloom 
weaver in Southern India itgainsb those of the miilowners 
of Bombay. The Bombay mills can supply all the yarn 
required and yet they may not supply it at the same rate 
as the handloom weaver can buy from outside. 

15634. Q. If you propose measures to get yarn cheaper 
it is another thing. But this is altogether different. _ It 
is a question of feeding 4 apan at the expense of the Indian 
manufacturer. Why do you advocate that? 

An I am advocating it in the interests of the Indian 
handloom weaver. 

15635. Q. If an import duty on Japanese yarn en- 
courages the growth of the spinning industry here the 
price of mill-made yarn will go down. The argument Uiat 
would apply to other articles would apply also to yar% 
would it not? , 

Ain It doel, , " ■ " 
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15636. Q. You suggest for discussion a 15 per cent, 
duty. Is that 16 per cent, import duty and no excise 
'duty ? Or is it 15 per cent, import duty and 3^ per cent, 
excise duty ? 

A, I do not advocate an excise duty at a]!. I do not 
mind either the abolition or the retention of the present 
excise duty. 

15637 Q. You would not mind if the per cent, 
'excise duty is removed ? 

^ A, You will have to weigh several factors in connec- 
tion with it. But my impression hss been that we might 
retain it. 

15638. Q, You also recommend an import duty on 
glass bangles. You want to increase it from 20 to 40 
per cent. ? 

Ai Because we are able to make these bangles here. 
Therefore I think that that portion of the glass industry 
should be protected. 

16639. Q. You think that we shall be able to produce 
for our i^equirementa in India? 

A, Yes, There are now about 20 glass factories at 
work in India, mainly in the Unitel Provinces and the 
Punjab, They principally manufacture glass bangles and 
chimneys. They turn over nearly Rs. 40 lakhs woith of 
glass per annum and probably supply half of the Indian 
demand. There is no glass industry in this Presidency, 
but crude bangles are made in a few places, 

15640. Q. You say that Japan supplies 80 per cent, 
of the glass bangles. Of the 20 factories in existence 
now# you continue, 7 are situated in Ferazabad and are 
entirely engaged in the raanufneture of chouri glass. 

t!: A, I thought that we could make them here. Our 
country was producing these bangles a little while ago. 
If more refined bangles are not copuing in, either our ladies 
will have to be content with a cruder form of bangles or 
wo will have to improve our glass factories. 

15641. Q. At any rate an import duty will enable, 
you to improve your glass factories ? 

A, At any rate it would effectively stop a portion of 
those impoited. 

16642. Q. You suggest an import duty on toys P 
A. Yes. 

16643. Q. Do you think that we are’ able to produce 
toys? 

A, Yes. There are to-day numerous villages in which 
workmen are available who can make quite as good toys as 
you can get frorn Japan. Have you ever seen what are 
called Hakkapalli toys ? I should be glad to produce some 
samples before you if you want. 

15644, Q. !N‘ow I want to ask you one or two questions 
with regal'd to the foreign firms coming and establishing 
themselves here under protection. You say you would 
welcome them if it means encouragement to our industrial 
growth ? 

A* Quite. 

15645. Q. We have had some evidence in Madras to 
, the effect that they would strongly objeiJt to giving a free 
^hand to foreign firms to come and establish themselves 
here ? 

A. I have not given a free hand myself. 

- 15646. Q. You impose certain conditions ? 

A. X do. 

15647. Q. Beyond those conditions there are certain 
grievances, I wonder what you have to say iu regard to 
t hese* They say that no foreign fiim would agree to train 
Indians. Do you think that there is anything in that 
argument? - - 

A* Not if they are protected, 

16648, Q, Do you think that they will train Indians ? 
A. I expect that at any rate. 

15649. Q. Ct is said that foreign firms do not treat 
Englishmen and Indians in the same way ? . 

A. Where. 

16650. Q. In the factories established by Englishmen ? 
A, If you are simply referring to the social treatment, 
the less said about it the better. 

,15651. Q. As regards training ? 

A* My iropressions I have already given. 

15652. Do you think that there will be no harm 
done? 

A, Absolutely none, if those conditions are fulfilled. I 
Would welcome them. 

15653. Jfn Q. In your historical accouniof the 

fiscal policy of England you say : Then came the final 
stage of Gladstone from 1853 to ’I860, when England 
became a completely free trading country.” 

A. Yes. 


16654. Q. In paragraph 13 you say that it was not 
until Englaud had developed her industries to the fullest 
txtent that she adopted tins free trade policy. 

A, Yes. 

15655. Q. 0© you mean that there has been no deve- 
lopment of industries in England since 1860? 

A. There was development even after 1860. 

15666. Q. Was not there a very large develojunent ? 

A. Well, I cannot tell you exactly. 1 admit that there 
was development beyond what it was in 1860. 

1?657. Q. Then the statement *‘tothe fullest extent” 
is not quite correct, is it P 

A, It is to be taken into account along with the other 
statement I have made, namely : At that time the ether 
countries such as Germany, Frence and United States were 
not in a developed state so far as industries were con- 
cerned.” If you take the two sentences together, probably 
you will accept the accuracy of my statement. 

15658. Q. I cannot. I think that there has been an 
enormons development in English manufactures. 

A, You are surely a better judgt' than I. 

. 15659. Q. As regards development, it is common know- 

ledge that the industries developed enurmously after 1860. 

A. If by “ fullest extent” you understood that England 
did not develop later on, I must say that it is not 
my intention. I was only^ saying that she was more 
developed than any other nation at that time. 

15660. Q- I accept that qualification. In paragraph 10 
of your memorandum you give an interesting account of 
the views of the average Indian. He sees other countries 
prospering and developing industries and he sees a 
majority of these countries working under a protective 
system. He thinks that it is to the protective system 
that they owe their prosperity. Do yon not think that he 
is rather over-rating the influence of protection ? Do you 
think that he is not likely to be disappointed when he finds 
that protection is not everything? 

A, I don’t think so. The Indian is unable to find any 
other explanation. After all, I am giving you the Indian 
mind. 

15661. Q. You give your own explanation. You say 
that the essential weakness of Indian industry is lack of 
initiative. 

A* Y es, that is correct. 

15662, Q. I am only anxious to find out whether there 
is not a danger of a lit lie disappointment. It has been 
argued before us that to protect an industry which shows 
want of initiative is really to prolong the circumstances 
which you yourself desire to remove because if he is pro- 
tected he may not develop the necessary initiative and 
energy. ^ ^ 

A* I don’t agree with it. 

15663. That is the view taken by the Sugar Com? 
mittee. 

A* They always take it that protection will stop 
growth. My position is this. Of course by the word 
‘protection’ I mean a number of things. Speakingof 
my own province if tbe Government for instance should 
come forward with a certain amount of assistance, say by 
purchasing a number of shares or giving a loan over long 
terms, then there will be any amount of capital flowing in. 
At present there is a sort of want of confidence amongst 
the people themselves and provided you give the initiative 
yourself and provided the people know that Governteient 
have got a hand in it and that everything would be safe, 
I am perfectly certain that capital would be forth- 
coming and people would rush- to ifc, 

15664. Q. Then you say that this can hC'done only by 
protection. / 

A* I was using that word in a much broader sense. 

' 15665, Q. You use in a much broader sense the Word 
‘ protection,’ * - ' ' - 

A- Surely. I have explained in another paragraph. 1 
shall just draw your attention to it. At the top of page 6 
I have said : “ YVhat is the remedy hut prot, action using that 
expression iu its largest sense so as to include not merely 
an import tariff, hut also every tict, policy or economic 
system which makes for the growth and promotion -of 
industries of a country.” 

15666. Q. In paragraph 10 you use the word ‘protec- 
tion’ in that wider sense. 

A. Yes. Probably I should have been more cautious. 

1566?, Q. Coming to paragraph 20 about the conditions 
under which you would allow foreign .firms to establish 
themselves m India. You say “ give a chance to Indians 
to subscribe for a certain portion of the shares, -in- the 
concern.” , , , „ 

A* Yes, ? 





16668. Q. Would you. also lay down, as some* of tlie 
witnesses have, that a proportion of the shares must always 
be held by Indians not only at the time of flotation but 
throughout the life of the company. 

A, I won’t restrict posterity like that. It all depends 
upon the changes that might take place in the business, 
trade and so many things, I should think that a definite 
period of 10 or 15 years would suffice. 

15669. Q, You would prescribe a definite period. 

A‘ The rule will be there but the Government will be 
at liberty io alter it. 

15670. Q. Supposing a certain number of shares has 
been subscribed for by Indians, I want to know whether 
any of those Indians could sell them to .Europeans after 
flotation? 

A, After a certain period ? 

1567]. Q. After flotation. Would you wish the shares 
to be continually held by Indians? 

A, Well. It is a restraint on contract, 1 was myself a 
lawyer. I would never* pot any such restraint on the 
actions of a man. The instinct of a business man is to sell 
to a man, be he a European or any other, who pays him 
five rupees more^ 

15672. Q* Then, I gather that you w'ould not impose 
such restrictions. 

A. \ would leave tljese things alone. In the beginning 
only I would say that so much percentage should be held by 
Indi ans' and the resu 1 would leave to posterity and to the 
circumstances prevailing at the time. 

16673. Q. In paragraph 33 you give a list of the articles 
on which Great Britain grants preteience. 

A. That is to the best of my knowledge. It may he 
that you have to add or subtract. 

15674. Q. There is only one remark which rather 
surprises mo. You say that most of the articles mentioned 
in the list are raw materials. 

A. Yes. 

16675. Q. Looking down the list, I find that the above 
statement would need qualification, I)o you call tea a raw 
mateiial? Do you call a motor car a raw mate rial ? • 

A, I thought that I had excluded motor cars, 

16676, Q. You say that most of these are raw materials. 
You say that tobacco is a raw materifil. Tobacco is both 
raw and manufactured. 

A, Tery little of manufactured tobacco gets into 
.England. 

16877. Q. England gives preference both to the raw and 
manufactured tobacco. 

A, Probably it does. I gee, the statement is not quite 
accurate, 

15678. Q. As far as I understand the English tariff, 
they do not as a rule tax raw materials. They lave a free 
trade tariff and only put taxes on a small number of articles 
from which they try to get a large revenue. 

A. Yes. 

15679. Q. And that as a rule on finished articles. I 
raise this point because you go on to say that it is signi- 
ficant that no preference is given to the Colonies or 
Dominions on raw cotton. There is no duty at all on 
raw cotton, in England. How can she give preforeac? ? 

Al, I see. 

16680. Q. You rather suggest in that paragraph some 
dlterior object. 

A. I don’t quite follow you, 

15681. Q. Why do you my ** That is significant.” AVhat 
do yon mean by the word significant there P 

A* 1 t^as under the impression that there was a duty 
ot taw cotton. Of course if cotton is not at all taxed, no 
'Ideation of preference arises. 

16682, Q, You were under the impression that cotton 
was taxed. 

A. 'Yes 

16683. Q. That is not so. 

A- But, Sir, may I suggest one thing? Assuming that 
there is no tax on cotton, at present, could imt England 
tax American cotton and leave Indian cotton free? Would 
not that be a pieference? 

,15684. What taxing their own raw materials ? 

Not their own, but American. But perhaps I bad 
better not pursue it. This is only an after-thought. 

156&5. Q. Could India supply the grades of cotton 
which England imports from America? 

A* Do you mean long stapled cetton? How does that 
question arise. The mere fact that #e cannot supply the 
particular kind of cotton need not prevent England from 
giving us a preference on such cotton as we could supply. 

15686. Q. I have no doubt that if England imposes a 
duty on raw cotton, she will give preference to India but at 
present there is no duty on cotton. 


A» Yes, if there is no'^dufcy on cotton at all, my obser- 
vation does not hold irood, 

15687. Q. Sir Maneckjee Dadabhoy questioned you with 
it'gard to your proposal for increasing the duty on salt, I 
understand that you would levy an excise duty, and would 
raise the import duty to three times the present excise 
duty ? 

A» Yes. 

15688. Q. The excise duty is Bs. l'4-O a maund. 

A. Yes. 

16689. Q. T looked up yesterday the incidence of that 
duty and worked it out; it is something under three annas 
a head per annum. 

4 Yes. 

15600. Q. We were told by one distinguished witness 
that itjs a very heavy charc:e on the poor people. 

A. Did you take the whole of salt revenue into ac- 
count ? 

15691. Q. Yes, the incidence of the whole salt revenue. 
At prc.sent the excise duty and the impor: duty are equal 
and the incidence of the revenue collected from both is the 
amount of taxation^ levied on salt. I w.mt to asic you 
what effect on the price of salt your proposal would have, 
namely to raise the import duty by 200 per cei»t. while 
leaving the excise duty as it is ? 

A. I don’t think that it will affect the poor people. 

15692. Q. What about the price? 

A. I don’t think that it will affect the price of the 
Indian salt at all. It will affect; the price of the imported 
salt which is consumed mostly by the liigher classes. 

15693. Q. Could yon give me any instance where there 
is a high import duty, and the price of the indigenous 
material is not raised by it ? It is generally accepted that 
when you put on an import duty, the price of the indi- 
genous product is thereby raised? 

A, Provided both the goods are of the same quality, 
but when the article is altogether different, the price of 
the indigenous article need not be raised. The country 
salt is the dark salt, whereas the salt that is imported is 
table salt. They are practically two different articles. 

15694, Q, I understand that quite good quality of salt is 
produced in the salt mines of the Punjab and the Sambar 
lake in Bajputana ? 

A, I don’t think that they could be called table salt. 
They are no doubt finer than what we make in salt fields. 
But they are not like the imported salt. 

15695. Q. However you don’t fch ink that your proposal 
would raise the price of salt manufactured in India? 

A. Nothing appreciable at any rate. 

15698. Q, There is one other question. lapam^ph 42 
you suggest that there should be a permanent Tanff Com- 
mittee, and you suggest that it should consist of not more 
than five or six members, each to represent one large port. 
Why do you suggest that only the ports should be re- 
presented On this Committee ? 

jL Weil, nothing very important except that they axe 
centres of trade. The ports people will be in a better 
position than inland people. 

16697. Q. By trade you mean the centres of foreign 
trade only? 

A* Yes. The work of the Committee will be to advise 
any changes to be made in your tariff laws. 

15698. Q. Are not there other important interests 
affected ? 

A. I have no wish to qucorrel if you want to add, 

15699. Q, I was thinking of the agricultural inbercsts 
very largely ? 

A. There is the Government of India which is supposed 
to be the trustee of the agriculturists. 

15700. Q, You trust the Government of India as regards 
the asrricultural interests? 

A.’^l do. 

16701. Mr. You say in your written state- 

ment ‘M do not view with disfavour any such development 
provided Englishmen concerned domicile themselves in 
India for the time being, employ their capital on the basis 
of the rupee and not on a sterling basisr give a chance to 
Indians to subscribe for a certain portion of the shares.” 
Yon suggest that they should give a chance to Indians 
to subscribe for a certain portion of the shares. I want to 
know definitely what steps you wa'nt to take in this con- 
nection. 

A. You legislate empowering the Government of India 
to prescribe and frame rules to fix the proportion of the 
shares for the time being. 

16702. Q. “Yon would also fix the period for the time 
being ? 

A. I will leave that to the Government of 
When ri^es are framed under the authority of 
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tive enactment, they will have the sanction of the 
legislature and they will be as good as an Act. 

15703. Q. You want to legislate that a certain pro- 
portion of ll 0 ca^dtal should he held by Indians ? 

Yes 

15704). Q. Then you say " train our men in the various 
kinds of work from the lowest to the highest form of busi- 
ness connected with the particular indastrv.*' What action 
do you want to take in this connection ? What gunrantee 
will you have that those hnns who start business iuindia to 
got the benefit of the protective tariff will train our men 
from the lowest to the highest form of business ? 

A* T( at is rather a difficult question for me to answer. 
The industrialists could give you better information on 
that point. 

15705. Q. What do you really mean ? 

A* I mean that guarantees and securities ehould be 
provided which would ensure the training of Indians in 
these factories from the. lowest to the highest processes, but 
as to the shape these guarantees should take I think that 
you should ask the industrialists.** 

16706. Q. You want to have some guarantees without 
which you won't allow foreign firms to be esuablished in 
India ? 

A* No. May I cite a case ? I have been trying my 
best dining the last year to train one man with a G-overn- 
ment scholarship in hydrogenation in England. I have 
not been able to find a factory where he could be received. 
Of course nobody is bound to admit him. 

15707. Q* You told Mr.- Jamnadas Pwarkadas that in 
the interests of the weavers of Soutiiern India, you would 
not impose a duty on yarn even on lower counts. You have 
mentioned in your written statement that you do not like 
to see your raw cotton exported to foreign countries and 
then comeback in the shape of ideoegoods or any manu- 
factured article. 

A. Yes. 

15708. Q, In the inferests of Southern India you would 
like to see your raw cotton exported to Japan and then 
come back in the shape of yarns. 

A 0 You cannot take each proposition by itself. As I 
have said in paragraph 38 a number of factors enter into 
this consideration and each case will have to be judged 
after t.»kjng into account all these factors. 

15709. Q» For the supply of low counts, Japan has to 
depend entirely on the cotton imported from India ? 

X What is worse, from Southern India. 

15710. Q. Do you mean to s\y that the interests of 
Southern India are something bigger than the interests of 
India as a whole ? 

X 1 want spinning factories to be established in my 
province, 

15711. Q. You recognise the principle of protection? 

A, I do. 

15712. Q. But at the same time I do not understand 
why you do not recogniue the piinciple of protection for the 
spinning industry in this country. 

' X If by that means you can have factories established 
in this country, I ^ill certainly agree. 

16718. Q. We can only take India as a whole. We 
cannot take a province or a class ? 

A. If you stop all cheaper supplies for a certain period 
the consumers will have to sufl'er. As they will have to 
pay higher prices, you cannot have protection at all. 

16714. Q. Just now you said that you want cheaper 
supplies of yarn for tha weavers of S'outhern India and 
therefore you do not want tp impose a duty on yarn ? 

X*It is one of the factors in determining the rate that 
is going to be levied on imported yarn. 

« 15716. Q. In the list which you have made out in para- 
graph 41, regarding articles on which you suggest an export 
duty you include jute manufactures. You want to increase 
the duty on jute manufactures? When you impose a duty 
on the raw material, you want that to be retained in the 
country. When you put a duty on manufactured jute I 
don't 4 aite understand what your intention is P 
A, That is purely meant for revenue .purposes. Jute 
manufactures are the largest, if I am not upich mistaker, 
manufactures exported from India. We hold more or less 
amonopoiy in it ^excepting of course Dundee which is a 
great factor. I think that we might make some money for 
the Government of India out of it, 

16716. Q, Are you quite correct when you say that this 
won* t handicap the jute industry, for, would not people find 
eome substitute if the price is high ? 

A^ Here you have to remember that thi« is a thing 
which will have to be shifted year after year. You can at 
once see how the current is flowing and can alter it if 
necessary. 


15717. Q. You know that the jute trade is in a de- 
pressed state ? 

A, Well, I have heard about it. 

15718. Q. When the price of jute was high, did not 
Germany invent a sort of substitute, vtg., bags made out of 
papers ? 

A, But these were discovered very soon. These were 
something like the paper hoots. 

15719. Q. When the prices went up, one would try to 
find H substitute and when the price is cheap, one might 
not mind very much ? 

A* I would watch the effect of this duty on the "industry. 
If it affects the industry I would remove it later. 

15720. Q,. Have 5 on any special knowledge of jute? 

A. I have. 

15721. Q. Is jute grown in th^'s country ? 

X Yes, in the Vizagapatam district. 

15722. Q, What do you make out of it ? 

A, Gunny hags and gunny cloth. 

15723. Q. Where do you sell them ? 

X Send out. " 

15724 Q, You export to other countries ? 

X Yes. 

15725. Q. How many' looms are there ? 

A. I have no idea but I suppose something like 40 to 
60 thousand spindles. Some ten years ago a sum of Rs. 7 
lakhs was invested on this industry in one factory alone, 

15726. Mr. Seshagiri Ayyer,--Q,. From your memoran- 
dum it is cle vr that we in Madras are very backward and 
our people are unwilling to put capital in industrial enter- 
prises. One reasim for this is that thefe are not many big 
capitalists in this Presidency ? 

A. That is why no money is forthcoming. 

15727. Q. You have answered Mr. Mant that if Govern- 
ment takes an interest in the industry that would be an 
inducement to the small capitalists to bring forward tlieir 
money and employ it in industrial enterprises ? 

X Yes. 

15728. Q. Also, if there is a protective duty then Ihese 
people would not be afraid of losing their money and would 
willingly invest their money in mills. That is the position 
io far as Madras is concerned ? 

A. Undoub'-edly, Sir. 

15729. Q. So far as Madras^ is concerned, you wUl ad- 
vocate Government taking an interest in the industries and 
giving protection ? 

A. By “taking interest’* I do not necessarily mean 
taking shares. Giving a loan is enough. 

15730, Q, And I think you are attempting something 
of that kind in Rajamundry ? 

A. Not exactly attempting. My hill is in the stage of 
consideration. 

15731. Q. A number of questions were put to you about 
foreigu capitalists establishing firms here, A significant 
question was put to you by the President about the differ- 
entiation between Englishmen, Germans, and Japanese. 
Take for example a dass factory. This industry is ranch 
better developed in Belgium. Suppose a Belgian firm and 
a Japanese firm applied for the establishment of a glass 
factory in India, and both of them undertook to' train our 
men. Would you not prefer the Belgians because they 
have got a number of experts with them and will be able 
to train our men better? 

A- I think this is covered by my proposition other 
things being equal, the Englishman should he preferred. 

15732. Ci. Now about an import duty on yarn, sup- 
posing there i^ an import duty, there would he nothing 
10 prevent the spinning mills putting their own prices 
and thereby consideraWy handicapping the handloom 
industry. There is now competition between the liandlc^m 
and the powerloom industries. Supposing a duty^ is 
imposed upon yarn it would have the affect of preventing 
foreign yarn from coming in as easily as it would other- 
wise do. This would enable the persons who^ are engaged 
in producing yarn in this country to put their prices up 
and thereby to a considerable extent cripple the handloom 
industry. 

A* It is a possible effect, but I do not think it will 
necessarily follow. 

16733. ©. At present there is no duty on yarn and con- 
sequently the handloom industry is able to get yarn 
cheap. If you ])ut a duty on yarn would you not to that 
extent handicap t.he handloom industry ? 

A, It all depends upon the extent of the duty. If ’ nf 
is St small one it *wouId not have much 
proposition that you state is fairly correct,' in*' efeitain 
. circumstances. - - . 
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15734. Q. I am anxious that as between tbe bacdloom 
industry and the power loom industry there should not be 
a possibility of one of them crushing the other. 

A, Certainly not, but you can disc(ver it after one 
year. 

15735. Q. And you can remove it if you like? 

A. Yes, the moment you see that it is harming the 
handloom industry. 

15736. Q. Now, with regard to the question of prefer- 
ence, you are to some extent in favour of preference to 
the United "kingdom? 

A. Yes. 

15737. Q. That is on grounds of seutimeut and grati- 
tude? 

A, I would prefer the word ‘ gratitude ’. 

15738 Q. I knew you would prefer it, and that is why 
X used that word. If that is your reason, would you not 
rather like that India shonM give a direct contribution to 
England for the purprge of maintaining tlie Army and tbe 
Navy? 'ihe link would not he destroyed, and the 
gratitude would still be expressed ? 

A, I hope, feir, you have heard of a word ‘ Eapparau * 
in Telugu. Any c^sh pjiyraent like the one you propose 
would sound, to the average Tndiaii at any rate, as a sort 
of ‘Kappamu’ or tribute paid by a subject State to a 
sovereign State. It will not indicate that equality of 
partnership which Ve have been claiming, and I would 
like to he a free partner in the Emigre. My objection is 
more or less sentimental. 

15739, Q. Don't you think that it would be better from 
the point of view hoih of the receiver and of the givtr, for 
the one to he able to say j I take so much " and f r the 
other to say : ‘‘‘ I give so much ? 

A. I would give the same reply as I gave to Sir 
Ibrahim. How would you then distinguish Afghanistan 
from England. We are paying Afghanistan something, but 
we are not partners of th^ same Empire. I quite agree 
that it does not necessarily follow that the link is lost, but 
still I prefer this tariff preference, 

15740. Q. Now, about the ques* ion of the depletion of 
agricultural labour. I hope you agiee that there is not 
this danger in this Madras Presidency. You find that 
there is not enough work for the men now living in the 
fields and a, large number of them emigrate. 

A. Yes ; they have not got enough work. 

15741. Q,, And so, there is no chance in this presi- 
dency of agriculture suffering by industrial development: ? 

A. No. They have not enough work, and that is why 
they are going to Burma, South Africa, Assam, etc. 

^ 15742. Mr. Co^ajee.’—Q. Yon recommend the adoption 
of the principle of Imperial Preference and you have pointed 
out that there is scope, although somewhat limited scope, 
for the application of Imperial Preference. Now, Sir, you 
are aware that preference has been extended to some Indian 
commodities both by the United Kingdom and by Canada. 
The fact that we have already received some Imperial 
Preference, would not that render easier the acceptance 
of this principle' by India? Is not that a reason for our 
adopting the principle? 

A» yes. You may take it as on© ©f the reasons 
but I do not put it on that ground. 

15743. Q, I suggest that there is not merely a political 
ground. Preference has been shown to «s already. Sup- 
pose in the way of reciprocily some Dominions made an 
offer to us. of exchange of economic concessions on equal 
terms. Would yon have any objection to falling in with 
that offer P 

A. Provided it is to the interest of India Equality 
alone does not mean it is of benefit to India. ThalTis why 
I qualify it in that way. 

15744. Sir Montagu We&d.--Q I have been reading 
your paper with very great interest and it seems to me that 
it presents the case very fully from a certain point of view, 
but there are one or two points upon which I should like to 
ask for some information. Now, firstly, with regard to your 
history, in paragraph 7, you say “until the year 1820, 
there was not the slightest demand for free trade in Eng- 
land. ” If I remember aright, a m in called Adam Smith 
put forward st book in 1775 strongly protesting against all 
these protective duties and interference with trade. His 
book created a great sensation and was much discussed. 
The opinions which he put forward gained more and more 
supporters and after an agitation which lasted nearly 70 
years, the first hreacn was made in England’s system of 
protection. That is a fact, is ir, not ? "" 

A. I do not ignore tbe great economist. Sir Only I 
had to fall in witii the view of one of your greatest Prime 
Ministers, Pox, who said that your Adam Smith was 
^li^Uhi-ng more than a dQctrinaire at that time. ^ 


15745. Q. You recognise that tbe result of his writings 
after nearly 70 years, it took 70 years before the vested in- 
terests who had entrenched themselves behind the protec- 
tive walls were disturbed but the result of his waitings 
was after 70 years to completely change tbe fiscal policy 
of England ? 

A, Yes. I may also he permitted to hringto yoar 
notice, Sir Montagu, that my point of view is supported by 
other historians. I mny not have the book here jast now, 
hut I believe it is Armitage Smith or tbe gentleman who 
wrote the book “ Landmarks of Fiscal Policy ” fch&.t said 
th.jt until 1820 free trade was not in demand in Great 
Britain. 

15746. Mr. Q. Mr. Townsend Warner is the 

author, I think, 

A . 1 thank yon, Sir, 

15747.^ Si>' Mo7itagtf, Wehh — Q. In a uook by Prorcssor 
Gides it is stated, “ In 178(3 Pitt carried through an agree- 
ment with. Prance practically establishing free trade.’* 
However, it is only a little master of history. 

A. I would not have taken objection to your remark 
hut for^the fact that a jrreat economist who has shaped the 
economic history of Enrcjpe has been called a man 
called Adam Smith.” 

15748. Q. I should next like to refer to a deduction 
which yon draw from an histories*! fact. In paragraph 13 
you mention that the Dnhed States commenced a policy of 
protection in 1816. continued it up to this date and to-day 
her tr^de is the largest in the world. Would it he equally 
accurate to say that the United States adopted the dollar 
rather than the sovereign, or that thev adopted the principle , 
of a Republic rather than a constitutional monarchy, and 
therefore that tratle is the largest in the world ? 

-d. It cannot be, because history docs not support it. 

15749. Q. That statement is I think quite accurate, that 
tne United States uses the dollar and is a Republic and its 
trade is very large I I am suggesting that your conoliision 
is not based on scientific principles. 

A. Do you mean to state that the fact that the 
United States had become a Republic affected its industrial 
development and trade P 

15750. Q. I think it had very little effect. That is 
what I feel myself. I merely state that your deduction 
does not necessarily follow. If a revolution in China 
brought about a republic and an industrial growth subse- 
quently took place, it might be argued following your 
method that the revolution in China was responsible 
for its industrial growth. — 

(No answer ) 

15751. Q, Now in paragraph 14 you quote Mr. Armitage 
Smith. This is just one more deduction I want to refer to. 
You say : “ Ho says that raw materials and foodstuffs 
together count for nearly 75 per cent, of Great Brit'dn's 
imports, while manufactured goods are 75 per cent, of her 
total exports and that this is not the case with any Other 
c*mntry. If this argument is correct then surely we in 
India will have to he classed along with those other 
countries which adopted protection.** I do not under- 
stand the cause and effect. All other countries import 
raw materials free and foodstuffs free. ^ I do not under- 
stand why you deduce therefrom that India ought to have 
a proteotioni‘<t policy, 

A. If you just see there, Armitage Smith was trying 
to get out of the argument that was advam ed against free- 
traders. The argument was that America, Germany 
and other counti ies where a ptdicy of protection had been 
adopted, had prospered as much as England. Why thou 
should we have free trade in England? Th'it was the 
argument that was advanced. He met that by saying 
that it did not apply to England, because England was 
importing 75 per cent, of the raw materials and foodstuffs 
and exporting 75 per cent, of manufacture 1 goods. He 
was distinguishing England from other countries which 
had adopted protection. Now, I say if this is a correct 
classification^ India must fall into line with America and 
Geraiany. ' 

157o2. Q. I see: it is based on an ‘if*. You say ‘if his 
argument is correct.* On page 3, 1 think you summarise 
more or less completely the arguments in favour of free 
trade and the arguments in favour of pvotectioo. But 
I confess that I real some surprise that you have omitted 
the whole base, root and foundation of the free xrade 
argument. 

A. Wliat is that Sir ? 

15753. Q, It is this : that the free uni’estricted exchange 
of goods must produce the maximum of results witu the 
minimum of effort, and the ^fore mnst lead to the 
profits nnd the greatest aecuraulatio’ s o£^ savings not, 
for individual ©but for nations and for everybody 
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That, I think, is the axiomatic hasis of free trade. I am 
not suggesting that we ought to adopt it in India, hut I 
meiely remark that that is the adomatic basis of free trade. 
Is not that covered by the expression * comparative 

cost?’ 

157 54. Q. Where do yon refer to that P 
A, In fact, a whole paragraph is devoted to compara- 
tive cost, which means minimum of effort and maximnm of 
profits. In paragraph 11, I point out tliat we have got 
the raw materials", which can be supplied at a cheaper cost 
to the consumer. !Now, I refer there to the fact that the 
Indian pays the fi eight for the cotton to go to England or 
Japan, wages to the labourers in those countries, profits to 
the capitalists there, customs duties and freight back to 
India, and all these are borne by the Indian consumer. 

15755. Q. I fmd that you use this as an argument for 
applying a protect'onist policy to India, hat I do not find 
it stated as the axiomatic basis of free trade. 

A. Armitage Smith has used the term ‘eompaiative 
cost.’ I think that that phrase covers * maximum of result, 
with minimum of effort.’ 

15756, Q. Kow, I have made a mark against this very 
sentence to which yon refer : “If, on the other hand, Indian 
grown cotton could be converted as far as possible into cloth 
in India itself % certainly it can be in tie natuie of things, 
made at a much cheaper cost and made available for pur- 
chase by the consumer at a cheaper cost than whf t he at 
present pays for the foreign goods.” Is not the evidence 
recis^ly to the contrary of the deduction that you put 
ov\n? If foreign cloth comes into India, is it not because 
foreign cloth actually does come in cheaper than the cloth 
can be manufactured locallv ? 

A. It is because you have not made those things in 
the country. I cannot concede that cotton cloth made in 
England can be cheaper than that nsade in India. What 
about the middlemen’s profits, shipping freights, etc. ? 

15757. Q. But it actually takes place? 

• A. There may be a hundred other reasons why it does 
take place. The Government has not encouraged it in 
the past, and the industry has died out. Would you like 
me to tell you why the Dacca trade has died out ? 

16758. 4 . You can get the labour, and the machinery 
you can buy where Lancashire buys. Then why is it 
not made cheaper now in India ? 

A, I have said it is due to lack of initiative and 
Government should come to its rescue. 

15759. Q, In paragraph 18 you quote my rexiarks: 
“ Where demand, labour, materials, and capital are found 
in the greatest abundance of the best qualities and at the 
cheapest cost, there trade will develop at great speed,” 
That I believe to be an economic truth, but the words 
qualities” must be underlined. Tlie problem, I take 
it, at the present moment is to obtain the best qualities of 
supervision, of labour and of raw materials, and as soon as 
the best qualities of raw materials labour and supervision 
can be obtained then the industrial d evelopment of India 
Should be better than anywhere else ? 

A. 1 quite agree;, but it ought to be possible for us to 
,get the best quality, provided the necessary effort is 
made. 

15760. Q, Later in the same paragraph you conclude 
that the remedy is protection and you very wisely, I think, 
include in that expression the training of the ability and the 
directing intelligence and the improvement of agriculture. 
That I think is quite accurate. In paragraph 19 you say 


that India cannot compete with England in coal and iron 
Eut 1 hear that the Tata people are competing with 
England in pig iron. 

A. I should be glad to know tbat, but England wields 
suzerainty over all in coal and iron, does it not? 

15761. Q. Their representative in Calcutta told us that 
he could compete in pig iron and could export it. He did 
not S ty he could' compete in steel. 

A. I was at iCahmati myself, but 1 think it is nothing 
when compared with your factories in England. 

15762. Q. I should just like one more explanation. In 
paragraph 29 you state that In iia would have much to lose, 
by, may I^say, an unregulated scheme o£ Imperial Prefe- 
rence. 1 just want to put this to you. Suppose in the 
interests of India wo were to impose a 50 per cent, import 
tariff against Great Britain , Now, supposing that 50 per 
cent, tariff had been imposed but we were to make ib 60 
per cent, against the rest of the world. Could you tell 
me why India should have much to lose by that preference ? 

A» The ordinary rule applies Suppose that 50 per 
cent, is itself a high tax on the consumer. The additional 
10 per cent, might he adding a little to your finances, hut 
it would cause more hardship to the consumer. 

15763. Q. I don’t quite follow you. I will put it this 
way ; if there is a 50 per cent, duty all round in the inter- 
ests of India. 

A. By ‘all round ’ you mean on sdl articles imported 
into India ? 

16764 Q, Yes and supposing you put an extra duty of 
lo per cent on other people’s manufactured articles, where 
would that 10 per cent, cause a hardship to India ? Tbat 
is what I want to know. 

A* It is not merely a hardship. Take the case of 
Germany. IV' hen Canada adopted a preferential tariff in 
1906-07. Germany retaliated not only on Canada but she 
threatened tbat she would prohibit even English goods. 

15765. Q. Do you think that anybody can retaliate 
effectively on India ? I don’t think so. 

A, If ^ou don’t, you differ from the Government of 
India of 1903. 

15766. Mr, NaroUam MorarJee.---Q,, In reply to the- 
President you suggested that we have nothing to fear from 
Japanese competition. Are you aware that they have 
appointed a committee to find out the defects of their 
products so that they might improve and also put other 
commodities in the world ? 

A* I have heard about it. 

16767. Q. In answer to Sir Montagu Webb you said that 
in England they have experts and that we do not get the 
same training as they get in England in technical matters 
in regard to cotton spinning and weaving. 

A. Yes. 

15768. Q. Do yon want experts here ? 

A. Yes, at least for the present- 

15769. Q. In regard to the establishment of foreign or 
British firms in India you said that the rules should be 
framed by the Government of India. Would you like to 
leave everything to the Government of^ India ? Would 
you not like to associate the public to a certam extent P 

A» Well Sir, you have go) three Indians in the 
Government of India, They ought to he able to exert 
sufficient influence in the interests of our country in fra- 
ming the rules. I do not mind in the least if you .wish to 
associate the Members of the Council of State or the 
Legislative Assembly, hut it will hamper the work. You 
might confide in the Government. 


Witoess No. 105. 


The Madras; Ryotwari Landholders' Association. 
Written statement. 


15770. The Association will confine its attention mainly 
■ to the questiouh raised under heads A and^B in the Ques- 
tionaire. It proposes to deal primarily with the general 
problems arising in connection with the fiscal policy to be 
" adopted in the interests of India. The Association- is in- 
terested, however, in the question as to^ how raw products 
are to be de'alt with in any system of tariffs and the remarks 
relating to this will be dealt with under the head A, subr 
head export duties, 


A Revenue Tariff, 

15771. The views of the Association may he expressed in 
the following words, free trade wherever possible and pro- 
tection whenever necei»sary. The policy of a qualified free 
traJe which it thus favours is not opposed to the iioopesi- 
tion of {.ustoms duties for the purpose of obtainiiitg'^ 
revenue. A tariff generally as a form of taxation ■ il' f ess- 
felt and from the point of view of satisfying om -of the 
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calioiiB of taxation, imi'‘oreeptibiHty, possibly it is a more 
suitable form than direct taxation. Bat this very same 
fact might lead to a great deal of har-lship and nn Fairness, 
Under a system of direct taxation the amount which each 
individual has got to pay to the State is determined or 
ascertainable and there is very little room for invidious 
preferences or distinctions. The voting on any proposals 
on direct taxation will bo done more intelligently and with 
the knowledge of their consequences. But with regard to 
proposals for indirect taxation like tariff duties, it will be 
difficult for most people to guage their elTecK Any L‘gis- 
latare is bound to be at tbe mercy of a hiindful of re- 
present. itives (‘f the manufacturing or industrial class and 
the tad If duties might be so manipuLited as to result in 
hardships or lyidue alvantage to individual trades or 
industries. 

The Assodation does not desire to suggest any radical 
change in the list of articles taxed or in the rate of taxation. 
They are of opinion that the general rate on the imports 
might lo raised to 15 per <'ont. and those on luxuries to 
25 per cent, d'he advisability of raising the iir.port duty 
on tobacco may be considered. 

A Protective Tariff. 

15772. The present import iariif is based prim.vily on 
revenue coiisideratiohs. We think that the tariff policy 
should be diiectccl so as to secure the greatest development 
in agriculturul and industrial production, consistently with 
the interests « f the cousuraers. Timt sho-uld bo, in our 
opinion, the primary con? devat-ion. Wo do not think this 
will necessarily’ entail any sacrifice of our present rev=‘niie 
or of any legitimate increase that msy be expected under the 
head of tariffs. The Association does not favour the 
imposition of excise du' ies on any article m:niufac{ured in 
India, whenever a duty is imposed on the sime article 
imported from abroad nor can such duties be levied without 
appreciably raising the price to the consume^. 

Tbe Association has already indicated the view that the 
tax iff should be framed primarily with the object of foster- 
ing and developing Indian indiiiitries. The advaritige.s 
that we expect to derive fiom su-.h a policy are that India 
can be made as far as possible indej^endent and self-sufficing 
with regard to the supply of ber own requiicments. 
The problem of un.*mployment both in city and in the 
rural tracts will bo to a gnat extent solved when diveisc 
trades and occupations for which Indh i.s peculiarly fitted 
are established. Another advantage that will accrue to 
this country by the development of her indiisrrics will be 
the achievement of a higher stains in tbe comi'ty of nations 
by reason of her increr-aed wealth and resources. 

We doubtless look forward to a time wiien India can be 
independent of other CO mti’ies in regard t> most of her 
requirements. The Association funks that there ore 
certain manufactured goods fvU’^ which India has to be 
dependent on other countries for a considerable time to 
come, of which scientific app trains, machinery, and medi- 
cal stores can be menfeioneU. 

N- -The Assooiation favours tbe imposition of protective 
duties only on some imp<^rfced manufactures. It would be 
against tbe interests of the society to favour any other 
It will be necessary to fester and ilcvelcp what 
are desci*ib«d as eAsential ev * key * industries. Any 
increased cost which the consumer nay have to pay or the 
State may have to bear will be amply compensated by the 
increasfid freedQm from dependence on other countries with 
rjSw 5 ardtoherroquirementBofthe.se cimmoditief*. We will 
sdfct the following industries for protection, \arn, matches, 
^giase-wptre, leather goods and sugar. The princijile 
, « whiSi protection is advocated for these industries is to 
ijjster their development and to enable the nvimifaotnrer 
successfully to compete with the foreigner. The Associa- 
tion certainly does favour the establishment of new’ indus- 
tries by protection and the principles on whicii such indus- 
tarias should he chosen are (!) that there are facilities for 
the growth of the industry ia question and ( 2 ) that 
foreign competition is really a hindrance to its growth 
atwi development. Wo are ajgaiuBt protection beiug afferd- 
Od to jbdustries which are not likely after some period to 
<Tis;^n»V with it. In the ease of foreign goods favoured 
^ by measures like dumping, bounties, ►ubsi»)ies or transport 
eonceseiens, it will lie really necessary to grant special 
- ^teetioa where its absence would affect prejudicitdly tic 
local industiy. In such cases it will be desirable to 
counteract or retaliate by tbe grant of subsidies 'or bounties 
. equal in extent to the advautagG secured by the manufac- 
' turer of foreign goods under such favoured treatment. 

The Association^ is emphatically of the view that hand 
• und in particular tbe kandloom industry should 


be maintained at any cost. Though we are generally in 
favour of industrial development on modern lines, we wish 
to empbasiso our attitude that in working out such a policy 
care should be taken not to denude the rural tracts of its 
existing population, <^xcept on areas where there is a manifest 
surplus population without employment of any kind. In the 
rural tracts in this presidency at any rate, the people are 
employed fully only for five mouths in the year and for 
the I’est of the seven months they have to live in idleness. 
The consequences of such a state of things are very serious 
ami unl-Ps subsidiary industries are developed in the rural 
tracts which will provide employment, without necessitating 
any c.msidorable outlay on such industries, the problem of 
Indian poverty will remain unsolved. Hand industries 
and in particular the hand loom industries satisfy the above 
requirements. For this reason, if for no other, the Associa- 
tion will advocate a vigorous p diry of fostering and de- 
veloping thes‘ industries. We are awaiv* of the fate of tbs 
hand loom industry under the fro trade policy in our 
country and a change of policy seems to usimmfdiatly called 
for. The exisiing prererenco to liand induiitrls which has 
been developed vigorously by a certain political party may 
to stay with us in which case the prospect of hand 
indus ries being able lo hold their cwn position seems to 
be rather bright. The promotion of prosperity in rural 
tracts is lo a great extent conditioned by the succe«s of our 
ojTorts in developing iiid'nstrics affording subsidiary occupa- 
tions in thp village^.. 

There is ne doubt the possibility of a combination among 
the protected manufaciurors to maintain a quasi-mom p)oly 
price, where protection is introduced. There is also the 
fi-atno possibility, oven in cases where no protection is 
granted, where the supply is concentr.ated in the bands of a 
few manufacti’.rers. When this is fo ind to be the case, there 
are only two methods by which aueb combinations could be 
broken, first, by declaring combinations for tbe purpose of 
maintaiuing a monopoly or quasi- mom* poly price illegal 
and Eccondly by controlling the prices where rjecessary* II 
a protective poLcy is a sopted, it is doubtless possible that 
Britis'i or foreign industrial firms will endeavour to estab- 
lish thcmF.eIve.s in India an I get the benefit of the protec- 
tive tiviR*. (hir rtlifndi* towards such a raoyement will be 
that it sh uiLl not be unwelcome, provided firstly’ that the 
incorpovation and ri’gistration of such firms in India should 
be rendered (»br.g.‘tory, setondly, that at least half the 
share Cipiial should be open to subscriptions by Indians 
ami lirrdly, thai half the directorate should be Indian* 
Subject to the ' 0 coudiiions, to secure which suitable amend- 
menfc.s in the Indian Companies Act might be made, we do 
not think that ther<' w’ill be any In stility to British or 
foreign firms working industries in India. Under the 
protective system, the conflict of the interests between the 
produces of raw materials a»'d tliO u.anttfacturers Inight 
give rise to difficuliies. But this ought not to be incapable , 
of adjrtsimeiil. When any Mich oonflifd arises by reason of 
producers of vaw matm.ils epposing it, this ought to be 
decid.ei solely by the criterion as to which course is ulti- 
mately in the i; terests of tl.e s«’ciety. We doubiless realise 
that t! is cannot be easily determined. Thirf only leads us 
to a suggestion wlucii we desire to make for the constitu- 
tion of a committee consisting of representatives of different 
interests and experts to advise the Oovernmeut of India on 
tlie fL'gulut.on fit tariffs from time to time aud it would 
be neceshary that their proposal v shoild be scrutinised by 
the Executive (.ouneil in the Government of India before 
they are siibiniUcd for the npprov.il or the s.mcticm of the 
legi*'latnrt•^. A.s regar.k the quetetiou id* the protection of 
the spin i- g industry ns opposed to the weaving industry, 
wc aic iuchutd to think lhai tiic former does require protec- 
tion widie the latter might be said to have outgrown the 
stage of piottction. 


Effect of Protection an Prices and on the 
Consumer. 

15773 . It i®? no doubt true that when an import duty is 
imposed, ordinal il,y, the whole or any part of it is passed on 
to the consumer in a rii^e of price. As to -whother the whfde 
or*any part of it is passed on, it will depend upon the com- 
modities themselves. When a protective duty causes a rise 
in price it is apt to be more or less permanent. Except 
when the protection is withdrawn from the industry and 
the manufacturer is made to face the forces of competitioa 
in the world maiket, the prices vrill not adjust tbein^lves 
t(. what might be called the normal level. The Asa^iation 
will certainly be prepared to accept a small inoreaseln price 
to the Indian consumer for the sake of dev< loping Indian 
industries, provided that the of life at?, *41^1, 

protected in such away as to mi3?easa 
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cost of living io the consuiKier. In worldng out a policy 
of tariffs, due regav(i mnsfc be shown to the question as to 
whether the protected article is a necessary of^ life or not* 
The following articles maybe classed as necessaries (1) food- 
grains, (2) saltt (S) cloth and (4) keroslne. The increase in 
the cost of living would be covered in part by a rise in 
wages or salary for the industrial wage earner and the 
middle classes. In the case of the agricultural wage- 
earner, tiie rise will be slower and less responsive. 

Effect of Protection on Foreign Trade. 

*15774 As to the effects of a policy of protection, it will 
be difficult to estimate them without reference to the actual 
commodi ies protected and the extent to which the manu- 
facturers will bo able to avail themselves of its benefit^'. 
IJltimately^a policy of protection, if pr-'perly worked, will 
place India in a position of ver^ considerable advantage 
with regard to her foreign trade and she might 0113 oy a 
very favourable balance of trade. It might also lead to a 
considerable iicprovement in the general commercial posi- 
tion and prospects of the country. 

Use of Tariff for bargaining* 

15775. The Association does not lock with favour the idea 
of using tariffs for the purpose of bargaining with other 
countries. If, however, each a course is rendered necessary 
the adoption of general and special tariffs will become 
inevitable. We are opposed^ to the id*'a of making the 
tariffs more detailed than it is at present for the purpose 
speciiied above. 

Organisation for investigating the claims of 
industries. 

15776. We have already indicated the need for some kind 
of organisation for investigating the claims of various 
industnes to protection from .time to time and for the perio- 
dical re-acljusiment of tariff rates. We will suggest a com- 
mittee consisting of two representatives from each province, 
one of them representing the manufacturers and the other 
the producers of raw matexials.^ These might be elected 
b^ the local legislatures. To this committee the Govern- 
ment of India may nominate not more than five experts. 
The t unctions of this committee should be advisory and 
their proposals should be scrutinised by the Executive 


Council of the Government of India, before they are sub» 
mitteJ for the approval of the Central Legislature. 

Export Duties. 

15777. The Association is of opinion that export duties 
may be levied not. only for the purpose of raising revenue but 
also for other purposes, as, for instance, to encourage the 
retention of raw materials in India for. purposes of manufac- 
ture. The imposition of an export duty may have the 
effect of restricting the exports, except in the case of 
commodities the production of which may b^ said to be an 
Indian monopoly. If the diminution in the expoit trade 
can be counterbalanced by an extra demand for those com- 
modities within the country itself, no conceivable hardship 
would arise to the export trade. It is only in cases where 
such extra demand could he stimulated and secured that 
export duties should be levi^^d. Otherwise, it would hinder 
the producers of raw materials from leaiising the best 
price for their commodities. In certain cases, tne imposi- 
tion of export duties would become necessary in the in- 
terests of the society for the purpose of reiaining within 
the country essential commodities, when there is a deficient 
productln, for example, food- grains. The Association 
has on a previous occasion suggested to the Government# 
the need for the imposition of export duties on oil-seeds and 
oil-cakes. It would take this opportunity to reiterate this 
demand. The export duty on oil-seeds has been suggested 
with the idea of retaining them for the purpose of manu- 
facture and that on oil-cakes for the purpose of cheapening 
their price to the agriculturigts in the interests of increas- 
ing the fertility of the soil which has shewn an unfor- 
tunate tendency to deterioration. We are emphatically of 
opinion that export duties should not be levied on food- 
stuffs with a view to control their export and thereby 
lower their price, except in years v.’hen the country is faced 
with a vei-y deficient food supply and then only as an 
emergency mea>«ure. We are not opposed to the idea of 
imposing an export duty on raw materials in retaliation 
for an import duty imposed by a foreign country -on the 
manufactured article. 

Imperial Preference. 

15778, The Assockiion does not favour the idea of Im- 
perial Preference India does not stand to gain by such , a 
policy. We do not think that India will be justified in 
risking any appreciable economic loss for the sake of this 
fetish of Imperial Preference. 


Oral examination of Mr. E. V. Stmdara Beddi, Secretary of the Madras Byotwari Landholders’ Association, examined 
at Madras on the 8rd Fehraary 1922. Sir Montagu Wehb took the chair owing to the temporary ahsende of 
the President. 


15779. Chairman, Sir Montagu Wehh. — Q, Are you 
the representative of the Madras Eyotwari Landhold- 
ers’ Association? 

A. Yes. 

15780, Q. How long have you been representing 
them? 

A. May I take it that you mean how long has this 
Association been in existence? 

15781. Q* No. How long have you represented it? 

A.‘ 1 have been the Secretary of the Association for 
the past four years. 

15782. Q. Th^rt is ever since your Association w'as, 
formed? 

A, Yes. Approximately. 

15783. Q. Are you a land owner yourself? 

A. Yes. 

15784. Q. I see from your written- evidence that 
your ‘ Association is of opinion that export duties may 
be levied not only for the purpose of raising revenue 
but also for other purposes, as for instance, to en- 
courage the retention of raw materials in India for, 
purposes of manufacture.’ Do -you think that the im- 
position of export duties would have any effect on 
prices? * 

A. It will have, doubtless. 

15785. Q. What effect would it have? 

A, The effect of lowering the prices of raw m'ate- 
rials. 

15786. Q. Would that be to the advantage of your 
members ? - 

A. Cerfeunly not, with regard to all commoditiesi. 
The statement you have quoted is merely a general state- 
ment of our portion. We wish to qualify -our position. 
We will not favour the impoAtion of export duties in 


many cases. But there is one commodity in respect of 
which we would like an imposition of export duties, that 
is, with reference to oil-seeds. 

If the imposition of an export duty is found to be in the 
inrerests of the agricultural community itself, then we 
would favour such imposition, 

15787. Q. Would it benefit the agricultural community 
to-day, if there should he an export duty on oil seed ? 

A. Yes, if along with the imposition of export duties 
on oil seeds a sufficient encouragement is given by the 
State for the development of the oil industry.^ 

15788. Q. Do you mean that the cultivators of oil-seed 
will be benefited ? 

A. Yes, the cultivators of oil seeds will undoubtedly 
be benefited even though the prices fall. There are two 
ways in which those benefits would arise : ( 1 ) it wOuld give 
birth- to mdustrieo which can grow in th'C' raral;|falts and 
therefore find employment in the rural tracts for persons 
who at the present moment are unemployed and ( 2 ) the 
local utilization of the oil-seeds might result by reason of 
their important bye-products in an appreciation of their 
commercial value. 

15789. Q You have not got factories ? 

A. That is why I suggest that siJe by side with the 
iinpos tio i of a duty the question of encouraging the oil 
industry should be taken in hand forthwith. 

16790. Mr, NaroUam Morarjee : — Q, In your niemo- 
rahdum you say ^ that your Association whl select the 
following industries for protection : yarn, matches, paper, 
glass-ware, leather .'obds and sugar. * Would you not in- 
clude steel and other articles ? 

A. At the present moment we are not inclined to 
include steel, mauhiliery and so forth, for the Sole* reason 
that we would very much like India to advandbrinduStfi^ly 
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and for that purpose it is essential that we should have the 
freest supply of these commo^Hties. 

1679L Q. You say that your Association .are aware 
of the fate of the handlcoin industry under the free tiade 
policy in this country and that a change of policy seem to 
be immediately called for. Have you any figures to prove 
the decline of the handloom industry? 

A, At the present moment I have not got figures to 
show the relative position (ccnpied hy the handloom 
industry and the mill i’^dustry. Tlie position seems to be 
approximately this, that out *^f a total production of cotton 
goods in India nearly two-fifths I think, can he set down to 
handloom industry. This, however, is only an estimate. 

15792. Mr. Oo^ajee :—Q. Are you an advocate of a 
policy of qualified free trade ? 

A. Yes. 

15703. Q. Your objection to indirect taxation is that 
people cannot gauge the effects, is it not ? 

A* Yes. 

15704. Q. In case of a deficit in our finances which 
would you prefer, the raising of direct taxation or 
indirect taxation ? 

A. It is a question which has to he decided as issues 
arise. So far as our position is concerned, it is this, that 
wo do not think that there is very considei’ahle scope for 
direct taxation in this country. Direct taxation has 
reach'd a level which it Is rather difficult to exceed. 
Therefore we may he inclined to favour indirect taxation. 

At the same^tioie wo feel it our duty to indicate one of the 
principal objections to ^ indirect taxation and the dangers 
to he gua-ded against in levying^ such indirect taxes. The 
principal objection, in our view, is that whereas in the 
case of direct taxation one can gauge how much exactly he 
has g«>t to pay to the State and therefore can he in a 
better position to say to the State, ' \ on may levy this tax * 
or ' You ought not to levy that lax*, in .the case of an 
indirect tax, for instance, cn increase in customs, opinion 
wilt not easily orystalise itself in that way and it will he 
difficult especiallv for the legislators to have any effective 
voice in these matters. That is the position we take. 

15795. Q, I see that your Association are opinion 
that the general rate on the imports might he raised to 15 
per cent, an t that on luxuries to 25 per cent. But the 
.results of the last increase of duties show that a luxury tax 
of 20 per cent, has diminished the revenue. 

A. Thftt may he a temporary effect. It is too early to 
judge of the result s of the imposition, We must allow 
sufficient time to elapse before we can draw any deductions 
fiMrn that. 

15796, Q. I also see that your Association wish to 
emphasise that in working OMt a policy of industrial de- 
velopement care should he taken not to denude the rural 
tracts of its existing population. Do jou believe there is 
some possibility of the development of industry leading to 
a large diveision of the agricultural population ? 

A. Undoubtedly. Our object is to promote the 
industrial development and to establish industries for 
which this country is peculiarly fitted. The danger 
doubtless to a certain extent is that these industries will 
draw a considerable portion of 'the population frum the 
rural tracts to those places and the attendant evils might 
arise with regard to overcrowding of the people and so on. 
What we are particularly anxious is that in tho selection 
of looalities for the industries and other relevant n atters 
, relating to the mov^^ment of the people, care should be 
taken Uot to allow the possibility of drawing away tho 
^ the population from the rural areas. 

15797. Q. Asapinstthat I would submit one consi- 
d^RS^idn. It 5s thk. Suppose the indintrie** develop fairly 
quickly say 1^* { er cent, a year. Suppose also that a 
‘ million people pe emploved in India in industries, That 
, means that about a hundred thtmsan d will be drawn away 
every year for industries. Wh.at would ihai be when com- 
pared to the normal growth of tho population in India ? 

A. I take your question to me.an whether the population 
taken from tt.e rural parts by the starting of industries 
will not he compensated by the growth of population on 
account of natural causes. 

16798. Q, Exactly, There is not much danger then 
of tho agricultural industry being replaced. 

• A, Our point is this, that we are more in favour of 
" industries which can be developed ‘in rural tracts so as not 
to render necessary the movement of the population from 
the rural tracts to tt.wns. 

15799 Q. Is there anythingdn the way of fised policy 
that Cun create new industries in rural areas rather than 
in the industrial centres ? 

A. Doubtless. That is why we advocate the imposition 
of ah export duty on oil seeds with a view to the redaction 


of its exports and to its utilisation locally and if the oil 
industry comes into existence it will he located mostly in 
rural areas. Again in regard to the haudloom indnslry it 
will necessarily be located in villages. In the list of 
articles which might be chosen for protection we have 
included yarn. Our object is to develop the spinning 
industry which might be developed and, if developed, 
might benefit the rural tracts. Our suggestion is that 
yam below certain counts ought to be protected so that 
"there may be considerable developm ent of that species of 
yarn, for instance, b^low 40 counts, Then, with regard to 
handloom industries, they mostly draw upon yarn of lower 
counts. So the fiscal policy we advocate if directed 
to rmal c* nditions, works out in these two ways, that is 
the inipositton of an ex]*oit duty on oil-seeds with a view 
to the developement of the local oil industry and the 
imposition of a protective duty (U yarn especially of low 
counts so as to e;’Courage the handloom industry which is 
essentially a village industry. 

16800. Q. Don*t you think you might Hh* the 
handloom industry by imposing a duty on yarn, he'^'ause the 
handloom industries are using yarn of lower counts whereas 
the yam imported is of higher counts? 

A. It is not quite true. The spinning industry basnet 
been taken up as vigorously as the weaving iiidu«ilry. The 
spinning industry has shown a decline. In order that 
these sister industries might thrive together we make a 
siigi^estion of a protective duty on yarn. 

15801, Q. You li.ave no .apprehension that an import 
duty on yarn might be utilised much more by the power 
industry tl an hy the hand spinners ? 

A. I^ot very much. 

15802. Q. You observe that it is only in cases where an 
extra demand could he stimulated and secured that export 
duties should ho levied j that is to say the extra demand 
should manifest itself tangibly P 
A, Yes. 

15803. Jfr. Seskagiri Ayyar : — Q, I believe there is 
enough of agricultural labour in this Presidency and that 
most of it is half-timed. 

A. Yes. 

16804. Q. A great deal ti agricultural labour has 
migrated P 
A. Yes. 

15805. Q. Therefore there is no chance for sometime to 
come for the agricultural industry to be denuded of 
labour by the development of industry P 

No immediate chance. But we certainly think 
that this agricultural population are best located in the 
villages themselves. 

15806. Q. h agriculture likely to suffer by the starting 
of industries ? 

A. The position is this. It is true ‘ that our agricul- 
tural labourers are not fully employed. But for that very 
reason we cannot dispense with the present^ available 
population in the mial tracts. We require the services 
of the agriculturists, say, during five months in ihe year. 
We cannot distribute the same work throughout the year 
BO as to dispense with a certain amount of^ the population. 
The whole village population will be required during those 
five months. 

15807. Q. At present there is no scarcity of men to 
attend to a;»ricultaral work. As a matter of fact a large 
number of men do miijvate. By istarting iiuiu4ry, you may 
utilise their labour. I am only^ puttii g it to you that 
by starting industries there is no likelihoud of agriculture 
suffering from want of men ? 

A. Our positi'»n is this that in working out a fiscal 
policy we ought to avert the danger of allowing^ the rural 
population t« move into towns. We ought to so arrange 
our policy, that the industries should ho located in such 
pi ices as will not draw away the population to towns. » 

35808. Q.-- 

A. With reference to the question of migration and as to 
whether there is any local scarcity of labour, I may state 
tbit if there is rrigration, it is because of the fact that when 
people migrate they have certainty of employment through- 
out the ydUr, whereas here the conditions are auch ihat they 
are employed only for five months in the year. That is 
why we »ro anxious that onr industries should be bo 
developed as to keep the labour fully emnlo\^ throughout 
the year. Then the quehtion of poverty in these rural 
areas will be solved. 

15809. Q. In jmragraph 2 of the memorandum, you ssy 
'Any legisMnre is Imutd to beat the mercy 
ful of representativeB of tno munfactiirifi® WNfSiM 



684 


class.* May I know what it n?eans ? I don’t think 
there is any chance of many of us being imposed upon ? 

A, T mean that there may be representatives say of 
the cotton industry or some other particular industry. 

15810. Q. The members of the legislature are not likely 
to be imposed upon by such representatives ? 

A. That is a matter which history alone can prove. 
If we look back to the tariff history of other countries 
certainly we find that a particular industry demanded the 
legislature. 

15811. Q, You advocate the imposition of a duty on 
yarn and at the same time you say that vigorous efforts 
should be made to push on the handloom industr'es. At 
present there is no duty on yarn^ and if you pub a duty on 
yarn, is it likely to have the effect of vigorously fostering 
the handloom industry as against the mill industry. Is 
it not likely that the handloom weavers will suffer ? 

A, When we state that vigorous efforts ought to be 
made for pushing the handloom industry we mean vigorous 
e'ffiorts on the part of the State to encourage these people 
to takp to the spinning industry, by organising, for 
instance, co-operative societies to go on with that work 
and then by stimulating the spinning industry among 
these people and making them take to it once more. 

15813, Q, Do you think that there is no danger by 
the imposition of ' a duty on varu, of handicapping the 
hjandioora industry? 

A, Yes, that is my opinion. 

15813. Q* Is it your Association’s view that there 
should he an export duty on food-grains ? 

A. Ko. 

16?14. Q. I don’.t quite understand this. You say 
in your memorandum * in certain cases, the imposition of 
export duties would become necessar> in the interests of 
the society for the purpose of retaining wit' dn the country 
essential commodides, when there is a deficient production, 
for example, food-grains.* Is it your Association’s view 
that it would he desirable under cei’taia contingencies to 
impose an export doty on foodgrains ? 

A. Yes. We would have an export duty only on 
occasions when it is desirable to have all the food-grains 
within the country instead of thoir going abroad. 

15815. Q. So it is the deliberate opinion of your 
Association that there should be an export duty on food- 
grains ? 

A, Yes, under special oircumstariot^s. 

15816. Q.-— Is it the unanimous opinion of your Associa- 
tion ? ^ 

A, We did not raise our voice against the policy of 
"restricting the export of rico in this Presidency when our 
Presidency was faced with a very considerable shortage of 
fdod-supi)lies. 

15817^ Q. Do you know that a resolution was brought 
forward by a representative from Madras in the Legislative 
Assembly that all restrictions should be removed and no 
embargo put upon the export of rice ? 

A, It was at a later stage, I understand, when joossibly 
the «fce©d for their continuance had ceased to exist. 

15818. Q. No. It was last year. You know very well 
that famine ePnditions have not ceased to dxist yet. 

A. Tfiey are confined to specific districts. It is 
not m account of a general deficiency. It is due to the 
dedlcienoy in the local supply. Some months back there 
were conditions in Kuvnool and neighbouring dis- 

. tricts mostly on account of the local deficiency in food 
production;^ They had to be supplied- with food from 
other tracts and also certain other measures were neeessai'y 
6n account of tie fact that people were practically without 
.^employment. . - 

15819. Q.-I want to know whether it is 4he deliberate 
opinion c£ your Association that there should be a duty 
upon' the export of food-grains in times of famine ? 

A. Under very i^rave circurnstances, when the whole 
country is- faced with a considerable shortage of. food- 
supply, I will agree to an export duty, and then only as m 
emergency measure. 

15S20. Mr, Birla, Q, I find that you advocate an 
export duty oi? oil-seeds, but as you know very welL the 
m^jor portion of our oil-see^ s isw^ exported to foreign 
countries, because we have not got sufficient factories in 
India to» crush the seeds. So is it desirable, in the interests 
of agriculture, to impose an export duty and lower the 
prices when there are no factories to utilise all the oil- 
seeds ? 

A. To certain extent I have answered the same ques- 
tion before and I shall answer it again and indicate our 


position more specifically. As a matter of fact in the local 
Legislative Council a resolution was brought forward a 
few years ago during the War in favour of the restriction 
of the « export of oil-seeds. The object of that resolution 
was to render possible the utilisalion of the oil-seeds within 
the country for manufacturing purposes ? 

15821, Q. But I say there aie no factories to tike all 
the^seeds. ' 

A, No. But Government gave sn assurance, when that 
resolution was withdrawn, that they wonld take measures 
for establishing local industries which would utilise these 
oil-seeds and that therefore it would render unnecessary 
any restriction on the export of oil »seeds ? The War passed 
on and during the progress of the war the Government 
could not get the necessary machinery for the purpose of 
establishing the?e industries. 

15822. Q. Do you think it is the business of Govern- 
ment to start these industries ? 

A, I am simply stating the position which Government 
took up. The position is this. The effect of the War has 
resulted in a considerable diminution of the export of oil- 
seeds. This diminution is due io two factors. One is 
the defieiency of piMdiiction of oil-seeds, and the other is 
the ai minis} ed demand elsewhere o.i account of trade and 
transport difficulties. 

15823. Q. Exports came down because there was not 
much seed in the country ? 

A. There were other crops to which the agriculiurists 
"took because they had more favourable demand for 
them. 

15824 Q. So there was shortage also ? 

A. That might be. I coupled the suggestion that there 
should be an export duty on oil-seeds with the suggestion 
that simultaneously efforts should be made to establish 
these industrii's. ' ^ 

15825. Q. I quite agree with you. But I think you are 
putting the cart before the horce. You want to retain 
the raw material when you have got no factories to crush ^ 
it. What will be the position in the transitional stage ? 

A» TJhe position that we have already taken up is that 
there il^ absolutely no industry here in connection with oil- 
seeds except that whioli turns the oil.-seeds into oil and 
cakes. Ot course it is possible to utilise the oil-seeds for 
better purposes from the manufacturing point of view. I 
believe there has been some attempt in the West Coast to 
set up an industry of this kind. An encouragement w:bu]d 
doubtless be afforded to efforts in this direction if an export 
duty is levied. I would not suggest the . imposition 
of a very large espo3*t duty immediately, but I would nee 
that any efforts in this direction are encouraged by the 
imposition of a small duty in the first instance. I would 
at the same time suggest that this is eminently a sphere in 
which Government action' would be welcome. 

15826. Q. I do not see what Government can do so fat" 
as the starting of industries is concerned. However, I do 
not want to pursue this point. You suggest a 15 per cent, 
import duty all round. I think that we should examine 
each case on its ii*crits. Eor instance, take the ease of 
machinery. Machinery is not manufactured in India, and 
naturally the millowners will not like that ariy duty should 
be imposed on machinery, which is a sort of raw material 
'for ’their factories ? 

A. Might I explain myself. Our position may be stated 
thus. With regal*'! to tiiose articles on which au present a 
11 per cent, import duty is levied we think that an incre*s 0 
'to 15 per cent, would be justified. With regard to articles* 
On which a "duty of 20 per eftut. is levied at present we 
thought an increase to 25 per cent would justifiable. 

15827. Q. You mean that those which are coming in 
, free should be kept free ? . ^ 

A^ do noCmaka any ebanga in regard to 
cies. . 

.15828. Q. I understood you to say a. little while ■ ago 
that you wanted an import duty on yarn ? 

X Yes. - ^ 

* 15829. Q. But you know that yarn is coming free ? 

A. Yes. 

15830. Q. Do you want it to pay duty or to come in 
free ? 

- A. The amount of duty will be a matter for determina-' 
tion by any body which is appointed for the purpose of 
going into thete questions. It is for that body to find the , 
pilch of these dutieiS. Yarn should be' protfeoted, 

I5S31. Mr. Mant. — Q. — To advert .Lu* a momehi to jhe , 
question of an export duty on oil-seeds, you export groi^nj- 
nuts I suppose f ^ ^ ^ ' 

A. Yes. '' ' 
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15832. Q. Can you tell me what other countries 
produce groundnuts P 
A, I have nob got the information here. 

15833. Q. Anyhow, there are some competing couii' 
tries P 

A* Yes, there are. 

15834?. Q. Supposing the Prench, as I understand, take 
a large proportion of the crop, if you put an export duty, 
would not they be likely to turn to other countries for - 
oil-seods ? 

A. With regard to groundnuts I think our production 
is far larger than that of any other c lantry. 

3 5835. Q, You i>roduce much cheaper, and if you pub 
an export duty on your produce you raise the price abroad ? 

A. We do raise the prices abroad. Our object in put- 
ting an export duty is to render possible the utilisation of 
the produce here. 

15836. 0. Then the demand for the Indian aup will 
he reduced P 

A. Doubtless it will he from the foreign point of view. 
T5ut we wish to promote the local demand for it by the 
building up of local industrie''!. 

15837. Q. It would take a long time before you can 
' build mills to take up all the local produce ? 

A, The whole difficulty is this. We <lo want utilisa- 
tion of the ground QUts locally, and it doubtless requires the 
establishment of mills for that purpose. We advocate the 
imposition of a duty with a view to bringing these mills 
into existence earlier than otherwise would be possible, 

16838. Q. But T want you to consider it from the point 
of view of the agriculturists producing thei^e oil-seeds f 
jI. If their prices are lowered and even if the ‘edlls 
take some time to come into existence we will h »ve a local 
demand in the shape of oil and cakes as well. The diminu- 
tion in the price of cake is especially good for the agricul- 
turists. 

1B839. Q. I am not talking of the oil and cakes. We 
. are assuming that for some time all groundnuts prorkced 
will not be consumed, and I want to know wbat will 
happen to the balance of groundnuts which the mdls cannot 
consume, 

A. I do not think til ere will be any difficulty with re- 
gard to the crnshing of the oil-seeds. Sufficient mills will 
come into existence for that purpose. What I am afraid 
of is that the tcills which will come into existence may not 
utilise tl;em to their fullest commercial value, 

1584.0. Q The mills mav take some lime to come and 
till then these groundnuts would not fetch the same price 
as they fetched before on account of the fact of the imposi- 
tion of an export duty. How would this position afeet 
the agriculturist ? 

' A» My answer to that question is this that in any case 
there will be no difficulty.^ Those mills of tho type we 
have in view which will utilise the groundnuts to the fullest 
possible extent may take time to come, hut there would not 
te any-difficulty with regard to mills of the ordinary type, 

' which are already in existence and which crush the ground- 
nuts. These mills will borne into existence in sufficient 
numbers and there would be no difficulty so far as these 
are concerned in converting the oil-seeds into oil and cakes, 

15841. Q. You say that there are a sufficient number of 
' mills? 

A> There are a number of mills already which crush 
’ the oil-seeds and convert them into oil and cake. But the 
mills which we contemplate with regard to the oil industry 
a dUferenfe type and for different purposes. 

# vv 11642* 6* Then I understand you to say that the whole 
‘ output of grouni nuts of this Presidency would be vrry 
- quickly absorbed by the local mills* 

A. Yes, though the fullest commercial value may not. 
he realised from the seeds. 

16843. Q. The agriculturist will get lower prices for his 
seeds. 

A. But be is compensated in other ways. 

158i4. Q. What are the other ways ? 

A- Both the oil and the cake are in demand by these 
agriculturists. The cake is mostly utilised fox the purpose 
. of increasing the fertility of the soil, and so if the price of 
cake is lower than at the present moment it will be to the 
benefit of the agricultural community. 

15845. Q, You think they will make up the loss in that 
■way? 

A. Yes. At the same time there is the possibility of 
the yfiWh of the type we have in view coming into existence, 
which can utilise the groundnuts to the fullest commercial 
use from the point of view of converting them into valuable 
" bye-products which cannot he done now. 


15846. Q. Your Association proposes that in case 
foreign firms establish themselves in India at least half the 
share capital siioalcl be 0 { en to subscriptions by Indians and 
thac half the directorate should be Indian. I do not want 
to go into the question of capital. But I want to know 
why your Asscciation wishes to stipulate that half the 
number of directors should be Indians. 

A, The only object of such a strpnlation is this, that at 
the present moment the greatest handicap und»^r which the 
Indians labour is that they have not got th^> necessary busi- 
ness training and initiative in these m-dters. This Associa- 
tion would very much like that efforts for the purpose of 
giving this neceasuy training should be made so as to 
enable Indians industrially to a 'vance, 

158471 Q. Would they not get it at the ^expense of the 
shareholders in the company? 

A. I do not think so at all, I do lut ivg.»rd the co- 
operation of the foreigner with the Indkn to be necessarily 
at the expense of the share-holdeis. 

15318, Q. You say tlv it they have not got the training 
and you "waut to give iheni this Training. So yon would 
have to compel the oompunies to put in Indian members. 

A. I d') not tijink that tho Indnnis complciidy lack that 
attitude oC mind which would make t'cem as good business- 
men as others But al! that I say is that tlie opportunities 
for association witii bu-dne'^s-men are not tlif're already and 
if the^e opportunities are laade available they ■would 
make as good bu-siness-men as ilie olheis, and the share- 
holders would not in the Lur-jb suffer by suck a process. 
This process will benefit all concerned. 

l'"349. Q. You stipulate for a uajoiity of Indian 
shareholders. Canyon press than to edacaic Indian 
directors? They would take tlsein if tlicy w^n-e suitable, 

A. I do not stipulato for a majority of Indiun share- 
holder?. 

13850. Q. You say “al least half.” Unless it is going 
to he exactly half, theie would b-* a mtjor»ty. When you 
say “at least halt^ y'm practically mean the majority. 
It cannot be the minority. 

A. I think your guesriun is this: Supposing in any firm 
the share-holders belong to different classes. Are we to 
compel the share-holders to elect men ou the directorate in 

E rnportion to tlic e.xTont to which the shares are held either 
y Indians or by others ? 

15851. Q. No. at all. My point is this. The 
princ pie of joint stock compauies is to give the shara-holdeis 
a voice in the m.inagjmi-nt. Let the majority of the share- 
holuevs determine who^ is going to manage tboir shares, 
,You are limiting their freedom of choice. Tnat is what I 
want to ask. Y<ni loll mo that you are doing it in order 
to train up some unsuitable people in the business of 
directorship, ad I say that you are doing it at the 
expense of the share-holdei s, 

A. I did not suggest that we should train unsuitable 
inofl. We are trailing TO en mosi atiiiod for that purpose 
and w»‘ put them in a position wliofi Ut^'y may dafive the 
best advantage and be as good at -work ns the others. 

15853. Q. The ahaie-hoklcvs may not ibiok them to bo 
fit. If they think they are fit they will elect them, 

A. The whole thing comes lo this. Whether under 
existing conditions if you allow the process of unlimited 
choico without any veatriciiou wdiat soever being pl iced we 
Wuuld bring ftboot thy desirahlo object of getting euongk 
Indians asso dated with these c-ntf enis. 1 am afraid that in 
the event of an unrestiie’od choice we may not attain o\xv 
desired object. We do allow tho, sliaro- holders lih rly 
of choice. 'JheonU way it is sought lo be qualified with 
regard to persons on thn directorate ia that there shoald be 
certain persona from certain cLsses. Bui. as between the 
two classes we give them absolute freedom, and so really 
there is no limitation . 

15833. Q. It simply comes to this that you make the 
interests of business subject to racial eonsideiations. 

A. The interests of bus'uesfi are best promoted by the 
assoidation of Indians with the others, and it is in the 
interests of all concerned. 

15854. Q. You are laying it down as a premise that 
every interest is best served by having Indians on it 

A. Even from the English point of view I woald 
certainly suggest that Englishmen will gain a great deal hf 
having an Indian element in the directorate. 

15855. Q. I doubt if it is sc. What I want to know m 
^ wbat justification you have for circamsertbing the 
- which the share-hoidcra enjoy of electing' 
experienced mm ^ ‘ 
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A» The object with which the stipnlation is made is to 
get competent and experienced Indians on the directorate. 

15856. Mr* Jamnadas Dwarkadas:— Q, — I want to 
pursue a little fuiiher the point which Mr. Mant has raised. 
What is your actual proposal ? Would you force every 
Europen n company to have Indian directors ? 

A. Yes. 

15867. Q. Would you compel them to do so? 

A* This is with regard to industries that are to come 
into existence hencetorwurd, not with regard to those 
which are already in existence. With reference to indus- 
tries likely to he established here under any system of 
protection which may be given, for which necessarily the 
consumers have got to pa^, we may stipulate that every 
firm which establishes itself here must allow at least haft 
of its shares to he ‘open to subscription by Indiana and 
also that half the directorate should consist of IiidiaT\s. 

15858. Q. Taking the second condition, do you think it 
is really necessary to impose that condition? You aio- 
imposing this ret-tiiction because frankly speaking you are 
afraid tha^ the business will entirely i- to the hands of 
foreigners, and that the benefit of the protective policy 
will be reaped notiin this country but hy people who come 
from other countries. That is your apprehension, is it not? 

A* Yes. 

16859. Q, But is there any room for such an appre- 
hetision P 

A* There is also a further jeason why such an insistence 
is made. If a protective policy is adopted, frankly speak- 
ing, we pay for it. My suggestion is that by associating 
a certain number of Indians in the concerns which are 
started under a protective policy in the beginning Indians 
win gain experience in business concerns, and my own 
feeling is that business will not sufier in the least on that 
account. On the other hand business will^ gain an advan- 
tage by this association of Indians in the directorate. 

15860. Qj* You have the majority iu the Central 
Legislature, There is no doubt that a firm, whether it is 
European or Indian, 'will have to depend to a certain 
extent on the Indian Legislature in matters of policy, will 
it not? 

A. Yes. 

15861. Q. Also in most matters they will have to 
depend on the Indian Legislature. As we approp.ch to 
responsible government the Indian voice will predominate. 

A* Yes. 

15862. Q. In view of these facts, do you imagine that 
the European firms won’t associate Indians with them. 
Have you no faith in the business capacity of the 
European firms ? 

A* It is only the existing conditions that have necessi- 
tated a proposal of this kind. Hut many of these concerns 
would very much like the shares to be held also by Indians 
and also that there should be a fair proportion of Indian 
in the directorate. We do not find either the shares being 
held by Indians or the directorate containing an Indians 
' element on it. If they had done this, we would have 
' gained with reference to such industries the training which 
wduld. render possible the creation of more industnes and 
the face of industrial advancement would be faster. Also, 
■ynu ate AWate of the agitation as to the necessity -for the 
refreseiTtatifm of Indians on the Prssidency Banks. !No 
do'iQrbt that "agitation had some effect, and at the present 
■ moment we find more Indians ap-^inted on the direc- 
torate. I do not think for all time to come we would 
have- to fetter the discretion of the shareholder^ -TiH* 
such time as the 8hare-h<dd€rv hx % position, especially the 
Indian element on it, to assert , themselves and send a Mr 
^tmta ' of men for the directorate, I would insist that 
there should be suhh restrictions. 

16863. Q Take a place like Bombay, where you know that 
Indians hold their own iu business against the foreigners. 
They have got as important a position in business as the 
. European community has got. The business relations 
between Indians and Euiupeans are all that can be desired. 
To my mind there ie no racial question there. That is 
because of the fact that you find competent Indiana iu 
Bombay in business matters. You admit that you wunt 
the association* of Indians be cause they are inexperienced 
and you want them to gain experience. I do not admit 
that I think that in almost every province you will find 
experienced and competent Indians. Why should business 


considerations be subordinated to considerations of race 
in concerns which are to stait ? 

A* I have stated rny position, Indians are equally 
fitted to discharge their functiors as efficiently as others. 
They have not done so because of the lack of opportunity 
for that purpose. If you say they are unsuitable for the 
purpose of being placed in the directorate I say th-it they 
are so on account ox certain factors, I say that they da 
not lack the business capacity and I suggest that your 
should give them the opportunity which they have not got. 
They have the capacity but they have not got the oppor- 
tunity, and it is fcir that purpose thajb I want the associa- 
tion of Indians with other people. 

15864. Q. Mr. Coyajee asked you whether luxuries 
should be taxed at the rate of 35 per cent, and the import 
duty on other arficles raised from 11 to 15 ner cent. He 
also asked you if it was not your experience that the revenue 
had fallen. You said that it had fallen, bub you added 
that one year was too short a period to judge. Don’t 
you think that the imports have fallen because of the 
sudden fall in exchange ? 

A, — Yes. 

15866. Q- Therefore you oauiiot take this year as a 
normal year and deduce facts from what has happened 
during this year ? 

A, No. You cannot deduce aiitything from this year’s 
results, 

15866. Sir Maneckjee Dadahlo^ : — Q.-— What are your 
special reasons for advising an imposition of export duties 
on oil-seeds and oil-cakes ? 

A* Our reasons are two in number. By the imposition 
of such duties the local utilisation of the oil-seeds would be 
possible Jt might result in the growth of an oil industry 
within the Presidency. 

15867. Q. One is local utilisation. Whatis the other 

A. The second is the bye-produots, the most important 
of which is perhaps the oil-cake at the present moment. 

15868. Q, Which is used as manure ? 

A* Yes, and any diminution in the price of manure or in 
the price of the oil-cake would lead to its greater utilisation 
for the purpose of inci easing the fertility of the soil and 
therefore promote agriculture. 

15869. Q* Now let us take your local utilisation first. 
Have you gob factories enough to utilise all your cakes at 
present P 

A, There are two kinds of mills which might utilise 
these oil'seeds. We have get already a number of mills. 

15870. Q. How many mils are there F 

A, We have got mills of the rudimentary type.' L am 
only refeninsT to the possibilities of extension in that 
direction. We have also mills in certain towns where oil- 
seeds aro converted on a lai’ge scale into oil and oil-cakes, 
but when 1 said that local utilisation should be rendered 
possible by the levy of an export duty on oil-seed^, tny 
ohj'ict was utilisation for the purpose of converting oil-seeds 
for better purposes tliau is being done at the present 
moment. ' 

15871* Q* If ycu^ have not got means of local utilisa- 
tion, you would not impose an export duty P 

A* I will start with a small export duty and see how 
it improve the present position. As regards local utilisa*, 
tion, as I said, there are already some efforts made in the 
direction of establishing oil industry in certain portions 
. of the Presidency. A small export duty might substan-, 
tially assist that and may lead to further ‘ effofes 
direotioh of establish! irg more^mills. - - 

15872. Q. Won’t you depreciate theyalue of your 
seeds P " ' 

A* It would to some extent hut at the same time we 
get compensation in other ways. The price of oil and 
of* oil cakes will he lowered, 

16873. Q Idon’tagrei. Can't you attain that object' 
hy putting prohibitive du( ies m man ires ? Why go to the 
circuitous methtd ? 

A. We suggest also an export duty on oil cakes hut 
this -may follow as a result: , - . ' _ 

15874. Q. You will admit "that if you want manure, yqu' 
can stop also the export pf oil-seeds, ^ ^ " 

A. Yes. - ' . 
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Written 

A. GENERAL. 

16S75. '1« I generally fayonr* a policy of free 

trade. Had I not done so previously 1 think the ex- 
perience of the past three years of world’s history would 
have converted me. But for India I do not consider 
that a simple policy of either unadulterated free trade 
or out and out protection is possible. The general 
sentiment of all the opinion of India that counts is 
strongly protectionist), and tins maJies unaanibeiacea 
free trade cease to be possible now that India con- 
trols its own fiscal policy. -On the other hand owing 
to a combination of financial and political considera- 
tions India requires a large and increasing revenue 
from Customs. Hence policy with regard to the im- 
position of Customs, duties must be guided mainly in 
the future, as it has been in the past, by revenue con- 
siderations. India therefore must have a tarifi mainly 
for revenue but modified by a protectionist flavour. ’ 

^ 16876. (J. 2. From the economic point of view I con- 
sider that direct taxation is the more suitable form, 
and that it would be a very great benefit to India if 
Permanent Settlement were abolished, and the land 
revenue in the first place made fairly uniform in the 
proportion it bears to the economic rent over the whole 
of India^ and then were allowed to expand in propor- 
tion to the increase in the eoesaomio rent of land. 
There are very great and obvious political difficulties 
preventing this, but I think that we may hope at 
least for the extenUons of Income tax to incomes 
derived from land, particularly in the case of perman- 
ently settled estates. Nevertheless I anticipate that 
the financial needs of India will necessitate in addi- 
tion an increase in the Customs revenue. In so far as 
_it i^ .sought to obtain such an increase by putting up 
the rate of taxos, careful consideration must be given 
to what the trade will bear. 

16877. Q, 3. If an Excise duty were levied on 
manufactured tobacco, 1 think imported tobacco may 
stand an increase in duty. I am not in a position to 
judge what other increases are practicable or advisable. 
At the same time I should like Rare to remark that I 
do, not think the Government of India should be dis- 
couraged by finding that the imposition of the 20 per 
cent, import duty on certain articles has been accom- 
panied by a great failing ofi in the- import of those 
articles. Such falling ofE is likely, in my opinion, to 
be only temporary. 

16878. Q. 4, My answer, for reasons indicated 
above, is Yes.” 

16879. Q. 6. I do not consider that the first part of 
this question can be answered unless the actual tarifi 
policy of the past be compared with some alternative 
hypothetical policy. If the present policy were con- 
tinued it would be, in my opinion, a mistake to con- 
sider the tariff as important a factor as many others. 
The economic factor which has dominated Indian iu- 
•dnstriai conditions is the smallness of the amount of 
"thought and energy which the educated classes of 
India have devoted to industrial achievement. This 
attitude of mind is being altered rapidly, and in view 
of the tremendous natural resources of India I anti- 
cipate rapid industrial development whether the pre- 
sent policy be continued or whether it be modified in 
the protectionist direction as far as possible without 
sacrificing Customs revenue. 

15880. Q, 6. I approve in theory of imposing an Ex- 
. cise duty on an article which is taxed on importation- 
As a matter of practice this should obviously be done 
in matter of tobacco; it is already done to a oer« 
tain extent in the matter of alcohol and of salt. It is 
approved by Indian opinion with regard to alcohol; 
and tolerated with regard to salt through long use; 
and it would be approved by most Indians in regari 
to tobacco. But Indian objections to its application 
, to textile, iron and steel and similar industries would 
obviously be oveipowering. It is possible however that 
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the existing Excise duty on mill-woven cloth, at one- 
third the rate of the Customs duty, may be allowed io 
remain for revenue purposes, and as some protection to 
the handloom weaver. 

15881. Q. 8. It is I think obvious that import duties 
combined with Excise duties cannot -be imposed with- 
out raising the price to the consumer. I believe fur- 
ther that it is practically certain that the greater part 
of the incidence of an import duty not accompanied by 
an Excise 'duty would fall on the consumer and that 
therefore he would also have to pay* an increased price 
for the Indian product. 

16882. 9. As stated above, I consider that the 

Indian tariff must necessarily be framed mainly from 
the point of view of revenue. 

15883. Q. 10. This question as worded asks one to 
see into an unlimited future. It is clear that India 
can easily expand its production very greatly in the 
following articles : — 

(a) Cotton goods (medium counts) , 

(b) Iron and steel manufactures, 

(c) Leather goods, 

(d) Power alcohol, 

(e) Machinery, 

(/) Soap, 

(g) Pottery and China, 

Qh) Silk goods, 

and no doubt many other articles. 

The climate apparently will never permit effective 
competition' with Lancashire in the finest cotton goods, 
but the increased area under Punjab-Amcrican and 
Cambodia cotton will make a great extension of cotton 
manufactures of counts between 30s and 60s practic- 
able. It will apparently be a long time before India 
can excel in the manufacture of goods which require 
exceptional accuracy and care on the part of the work- 
men. It is noticeable that Tata’s Iron and Steel 06m- 
. pany employs Chinese carpenters for all the wood work 
requiring sMH and gives them Indian coolies to do the 
rough work. 

16884. Q. 11. I would concede no more than ww 
necessaiy to Indian protectionist sentiment. 

16886. Q, 12. Indian sentiment speciaUy demands 
protection in the cotton industry, but possibly it may 
bo satisfied with the measure of protection already 
attained in view of the fact that the consumer has had 
to pay so dearly for the hindrances imposed by war 
and tariff on the importation of Lancashire cott^. 

16886. Q. 13. If it be found absolutely necessary 
to establish some new mdustries, I think more direct 
measures than protection will be required* 

16887. Q. 14. I believe that in India the more Gov- 
ernmental assistance, by tariff or otherwise, is given 
to a particular industry, the more additional assistance 
it will demand. 

15838, Q. 15. I am strongly opposed to any such 
proposal, I should view the developmmt of a Bureau- 
cratic Department endeavouring to discover the facte 
with regard to dumping, etc., and to weigh up their 
significance and tendencies, and armod with a power 
to impose fluctuating regulations to meet the varying 
conditions of trade, as an iritolerable nuisance. It 
would eat up a considerable amount of revenue which 
could ill be spared, and would be pretty sure to make 
a good deal more than 60 per cent, of mistakes. I am 
inclined to regard the British “ Safeguarding of Indus- 
tries ” Act as a warning. 

16889. Q. 16. The.hand loom industry is still pi^tiy 
vigorous. The question has, in my opinion, three dif- 
ferent aspects : (a) In towns like Kumbakon^, 
Madura, Conjeevaram, etc., there is a skilled weaving 
industry, producing relatively e:^efisive goods special^ 
appealing to local taste, which is still prosperc^. This 
industry demands encouragement by continual improve- 
ment of method and apparatus, and fostering of 
operation. (6) There is next titie manu&cture of dbiite 
coarse cioth^ wHoh tends to be gradually 
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by tbe improvement of communications and the com- 
petition of machine-made cloth; but which p*ersists ob- 
stinately in remote districts. Closely associated with 
this is the question of hand spinning and handloom 
weaving as a leisure time occupation in districts 
opecially liable to famine, which is capable of being 
organized as a defence against famine. Hand spinning 
and weaving from this latter point of view appears to 
me to deserve encouragement unless some more profit- 
able occupation for the compulsory leisure of the agri- 
culturist can be found to take its place. 

15890. Q. 17. That there is a general tendency in 
any country for protection to lead to combination 
among the protected manufacturers in order to main- 
tain a qiiasi-moiopoiy price is sufiioiently obvious. 1 
think this tendency will be less apparent in India than 
in most countries because of the peculiar manner in 
which big business is developed in India. The domi- 
nating feature is the managing Agent -system, which 
causes businesses to be grouped together rather on geo- 
graphical lines (though these are very loose) than on 
the principles of either vertical or horizontal combina- 
tion. Thus Messrs, Andrew Yule & Company control 
a great number of businesses, including many collieries 
and jute ^factories. Messrs Bird & Co., also control 
many jute mills and collieries besides other businesses ; 
and so on. Each of these firms is enormously strong 
and powerful, but the Fact that they have scattered 
t^aeir activities over various fields of industry, and that 
many of them are to be found in any one particular 
large field of iudustry appears to be a very consider- 
able obstacle to the effective establishment of mono- 
poly. 

AS soon as the drift of monopoly is apparent, in my 
opinion the right remedy is to insist on the application 
to that industry of the iloohdale principle of co-opera- 
iion. For example, assuming it had been found during 
the war a right and proper thing to establish a protected 
monopolistic dye-producing business in the United King- 
dom, I consider that the dangers and evils of monopoly 
would best be combated by providing that the capital 
should be owned by the textile and otiier firms wdiicli 
purchase the dyes, and the profits, beyond a low maxi- 
,mum interest on capital, divided among the purchasers 
in proportion to the amounts of their purchases. This 
would, in my opiniuix, be the best means of securing 
effective pressure in rlie direction of effioienb and eco- 
nomical management, and also in preventing the mono- 
polistic exploitation c>f the community. 

15891. Q. 18. I am strongly of opinion rhat British, 
Scotch, American, Japanese and other foreign indus- 

- trial firms would, if a much more protective policy 
than at present exists were adopted establish them- 
selves in India and get an ever incj-caLjing shaio ci ihc 
industry in their own hands. Kor do I believe that 
any^ measures that would be taken to prevent this 
development w’'ouid be elective. 

15892, Q. 19. Y'es. Much difficulty. 

15893. <3. 20. Yes. 

15894, 21. It is impossible* to give any confident 

answer fco this question. If the auswf^r given above to 
.Hd. 18 be correct, India would gain the advantage of 
more efiicient methods of production introduced by 
such foreign firms. But in so far as the productive 
Affi'cieney tends to lower the price, it would be to a 
considerable extent ofiset by the instinct of such pro- 
'dudefS% iit the direction of monopoly. 

15895- ^3- 22. At .pr^ent Indian opinion seems pre- 
pared to give an a0rmative answer- I have sufficient- 
ly indicated above that I regard Indian opinion as mis- 
taken in .this matter. 

1589G. Q, 23. In answer to the second part of the 
qfuestion^ it may be said broadly that India produces 
its necessaries and does not import them. Perhaps the 
articles of the greatest necessity that India imports 

- are agricultural and other machinery and scientific ap- 
paratus; these being necessary to enable the country 
to -support an increase of population. I think Indians 
generally would approve of these being imported free 
or at a small duty only, and I certainly consider fhat 
free importation is»desirable. 

15897. Q. 24. An increase in the price of articles 
affected by the protective tariff might be offset by 
diminution of prices for other articles. Hie future of 
real wages will depend upon the operation of more 
important causes than tariff. It wUl depend mainly 


upon whether the average production of commodities 
per head becomes increased and whether the aptitude 
for combination becomes developed. The first condi-' 
tibn for increased production per head of population 
is obviously birth control. This being assumed, an 
effective campaign against devastating and debilitating 
diseases like plague, cholera, malaria, hookworm, ele- 
phantisis, etc., is the second requisite. Vocational 
education is the third. Increased revenue and wise 
expenditure is required for attaining the above. 

15898. Q, 25. I have nothing to add to what has 
been said above in relation to this. 

15899. Q, 26. Indian exports are of such a nature 
that foreign countries are not likely to desire to exclude 
them. Therefore India has no need of the tariff as 
a weapon in negotiation. It is surely unnecessary to 
point out that tariff may be used for revenue, pro- 
tection or as a counter in bargaining; and that in so 
far as it is effective for any one of these purposes it is 
inehective for the'“ other two. 

15900. Q, 29. I object to this proposal for 'the rea- 
sons indicated in my answer to No, 15, supra, 

15901. Q. 30. Obviously all the consequences that 
would flow from the imposition of an export duty should 
be calculated, and the duty be imposed or not imposed 
according to its total net results in all directions. An 
export duty for the purpose of revenue might well be 
levied on raw cotton; export duties might also be levied 
on oil cakes, bones and fish manure for the purpose of 
retaining these rnanurial substances in the country ; and 
taxes might be extended to uncrushed oil seeds in 
proportion to the amount of oil cake in them. In order 
that the oil only should be exported. These duties 
siiould not be so high when first levied as to unduly 
penalise the producer. We must only exclude these pro- 
ducts by degrees from the foreign market in proportion 
as the domestic market becomes ready to absorb them. 
Hence in the transition time tbes.o duties would yield 
a i-evenue. 

15902. Q. 31. In the case of raw cotton I think a 
duty can be imposed without seriously diminishing the 
export trade ; and indeed -if -a fair proportion of the 
resulting revenue were assigned to Agricultural depart- 
ments for the purpose of improviug the cultivation of 
cotton, the total production might be greatly increased, 
and even the volume of export. 

15903. Q. 33. I consider that a small export duty 
on food stuffs would be profcrcMe to tho existing prac- 
tice of at times prohibiting and at o her times licensing 
the export of foodstuffs, because it would be substitut. 
ing an automatic control for a departmental control. 
But I consider such an export duty as in itself extre- 
mely harmful, calculated to dim in 5 eh the production of 
foodstufl:s , and to reduce India 's p x.'cr ot importation 
in case a famine should necessitate it, and tending in 
the end to make it much more difficult for the popula- 
tion to feed itself adequately; 

15904. Q, 34. I have an open mind with regard to 
the advisability of imposing an export duty on raw 
material in return for an import duty impiosed by a 
foreign country on a manufactured article. I do not 
know -whether this policy is applicable to the case of 
jute. No other probable instance occurs to me- 


B. IMPEBIAL PREFEEENCE. 

15905. Q, 35 to 42. I consider that it \s premature 
at"thx3'|Cfficture to raise" the'questiotr 
ference.* "Before this’ question is dealt vrith it is neces- 
sary (1) that India’s fisdaT atitonofny should be fully 
recognised by Indians themselves, and (2) that India 
in U'j cheied should have decided upon a pro- 

tectionist policy. The fact that the idea of Imperial 
Preference was mooted in India at the time when 
Mr. Joseph Chamberlain raised the issue in England 
made it appear to Indians that a fresh scheme^ for ’ 
still, more thoroughly subordinating Indian Commer- 
cial and manufacturing interests to those of the United 
Kingdom was on foot. 

As sufficiently indicated above I desire for the 
ted Kingdom a return to the Free Trade policy of 
pre-w'^ar period, combined with an effort to 
nations in the same direction. In fact I shoMd 'to " 
see the League eff Nations supplemented .'|y k' "Wxee 
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I'rade League which any State might join for the pur- 
pose of facilitating free commercial relations with the 
other Leagued nations. 

Assuming however that India definitely embarks on 
the protectionist policy, it appears to me that common 
sense and common decency would require that as long 


as India relies upon the British Navy for protection by 
sea, India must regard it as lan obvious duty to keep in 
view in its fiscal policy the aim of assisting the mari- 
time trade of the Empire upon which the Navy must 
depend. 

Remaining questions are left unanswered. 
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15906. President. — Q. You are the Publicity Officer 
of the Madras Government. 

A. l!es. 

15907. As far as I understand from your written 
statement you favour discriminating protective 
tarifi's. What is your opinion as regards the fiscal 
policy in India P 

A. As regards the general fiscal policy my opinion 
is that the right policy is taxation tor revenue and 
not for protection. At the same time it appears 
to me that in view of a very strong protectionist 
feeling in India, there shouid be no Obstacle pub in 
the way by the Empire of India embarking upon a 
protective policy because until such a protective 
policy has been tried and found wanting it is 
scarcely likely that India will make the requisite 
efforts in other directions to attain commercial 
prosperity. 

15908. Q, Even if you thought that a protective 
policy was economically injurious to the national m- 
terests of India, you would still not guide it m favour 
of free trade principles but let it go wrong and incur 
the loss and gain experience by incurring that loss. 
Is that your position? 

A. That is my view. 

15909. Q. That' is the sound position which the Gov- 
ernment of India should take up? 

A. I think it is the right policy for the British Gov- 
ernment. 

15910. Q. Gan you tell us whether the protective 
policy adopted by various civilised countries has re- 
sulted in such damage to their industries as to make 
them, in view of the experience gained? go back on 
their policy? Gan you mention any single country? 

A. I think that would be rather too wide a field 
for us to embark upon. I don’t think that you can 
really from an economic point of view lay down a 
hard and fast line and say that in no cii'cumstances 
is it impossible for a protective policy. In parti- 
cular matters and in some details a protective 
policy may conceivably be used advantageously from 
the economic point of view. There are always 
conditions and circumstances under whicl> a pro- 
tective policy may, for particular commodities and 
f«wr 'particular tim^, be .advantageous economically. 
It cannot truthfully be said that free trade is 
invari^ly the better policy. 

15911. That is why I ask you whetber you would 
advocate ' discriminating policy in India, in regard 
to- protection. You don’t agree? 

. A. No. Generally speaking, it is the industries for 
which, from the national point of view, protection 
is least desirable that will really get it. 

15912. I am afraid we are going into speculative 
theories as to what will happen under different condi- 
taems^ That is not the point we are at present 
coaeerned wdth. We w^ant you to tell us what you 
4hink is really best in the interests of India. Spe- 
culative theories are of no value. If you will give 
us the benefit of your experience and tell us what 
in your opinion is the best fiscal policy for India, 
we would be very thankful. 

A. In my opinion the best fiscal policy for India 
is taxation for revenue. 

" 15918. Q, And not for protection? 

A. No. 

*i45914. fi. Do you think that it is in the national in- 
' teareats of India to develop industries? 

A. Yes. 

‘-.15^^.,.^, If it is, to tihe advantage of^India, are you 
satisfied with the development of industries tnal 
has taken place up till now? 

■ A. No. 

15916, Q, Would you advocate a different fiscal po- 
licy in order to secure the establishment of industries 
/€% aiarge s<^de? 


15917. Q. How would you bring it about? 

A. Well, 1 think there are many other ways. 

15918. Q, Will you please mention some? 

A. Eunaamentaiiy, educationai advance is mo&fc 
necessary. 

15919. Q. Educational efforts in what direction 
merely educational efforts or anything else? 

A. \Vell, there is a great deai more but funda- 
mentally the value of anything else is largely 
educational. Now the great huidi-ance to inoia's 
industrial advance in my mind is the traditional 
attitude of mind ot the educated classes of India. 
Generally speaking, the intellectual training gt tlio 
whole of India has been turned to other than practical 
lines and a gradual change of mind is required in 
order to alter the direction of Indian intellectual 
effort. That is one thing and another very funda- 
mental thing is that Indian industries suffer very 
much from the physical disabilities oi Indian labour 
which is very largely a matter of anaemia pro- 
ducing diseases like hookworm and malaria and the con- 
sequence is that actions in the direction of combating 
hookworm and malaria, etc., is bound to react very 
powerfully upon the industrial efficiency of Indian 
labour. Xt is partly a physical question and partly 
a mental question. As far as I have seen, we rather 
tend to exaggerate the inferiority of Indian manual 
labour. It is not in quality so inferior to European 
labour as it is commonly made to be out but in the 
matter of supervision, i.e., the intellectual side, the 
inferiority is very much more marked. The differ- 
ence is this. If you have two labourers and one lab- 
ourer has got 75 per cent, of the strength of the other, 
•he may be worth nearly 75 per cent., of the pay of the 
other. But if you have two managers one having 75 
per cent, of the intellectual ability and trained know- 
ledge of another, he will not be worth 25 per cent, of 
the pay of the other, probably not 5 per cent. If you 
put these two men in charge of two businesses, the 
better man will succeed in making business go and 
the worse man will make the business a failure. The 
75 per cent, labour is commonly worth a 50 per cent, 
wage; the 75 per cent, manager is not fit for employ- 
ment at ail. Therefore the inferiority which exists in 
what I may call thei directing ability among Indians is^ 
the greatest handicap to Indian industrial advance. 
These factors in my opinion preponderates and any pos- 
sible advantage or disadvantage of free trade as against 
protection is comparatively unimportant and hardly 
to be taken into account. 

15920. Q. What would be your remedies for such a 
state of things, assuming that it exists? 

A. The first remedy is the recognition of the evil* 
Directly the evil is recognised. 

15921, Q. Assuming that the evil is recognised what 
remedy vould you apply? 

A. It is rather outside the scope of this Commis- 
sion’s enquiry. 

15922. Q. You are drawing attention to the hin- 
drances in the way of industrial development and I 
ask you whether you could suggest any remedy for re* 
moving those hindrances. If you can make sugges- 
tions, please give them; otherwise say that you are 
not prepared to make suggestions, but it is perfectly 
relevent. 

A. A very considerable recasting of the educational 
system starting with an emphasis in the educational 
system on practical matters other than the literary side, 
cutting down Government grants to Arts Colleges 
and develoi>ing other sides of education. A number 
of things of that sort and also improvement of 
internal means of communication I would suggest 
as samples. If you give me tjme to think it 
out * 

15923. Q, If you have thought ov^ it^ you 
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tave been vei'y* interesting to know what your 
remedy is. However you say that the reversal of 
the whole educational policy of the Grovernment of 
India would be a lengthy affair. 

A. 'Kes. 

15924, Q, It would take a pretty long time. 

A. \'es. 

15925. Q, In thi meantime would you allow things, 
so far as the development of industries is concerned, 
to go on as in the pastl^ 

A. oh that point I should like to say that in my 
opinion there has been of recent years a very consx- 
Uevabie quickening in the pace of industrial develop- 
ment and that it is likely to continue. 

15926, Q, Have you any personal knowledge of that 
fact? 

A. No, only the facts that are common property. 
15927. Q, Our opinion is that there was a boom in 
the industrial advancement in consequence of war 
protection. 

A. Yes. 

15928. Q. And now there is a great slump. 

A, In India as in other parts ot the world. 

15929. Q, The stimulus was due to the effects of the 
war. . 

A. Yes. 

15930. Q. And therefore I wanted to know whether 
you had anything to say in support of the view that 
you put forward that this development of industries 
would continue P 

A. Well, as far as I can see although there is a 
very considerable slump in India, it is not propor- 
tional to the slump even in America or in Great 
Britain and therefore I think the signs are in 
favour- of a rapid resumption of progress. 

15931. Q. That is a matter of opinion. 

A. Yes. 

15932. Q. Then, in your opinion, even under a free 
trade policy the revenue duty which is now in exis- 
tence is adequate to substantially increase industries in 
India. 

A. Yes. , 

16933. Q. And in support of that view you simply 
point j>ut what has happened during the last few 
years of the war. 

A. Unless I am mistaken there was a pretty con- 
siderable development of industries even before 
the war. 

15934. Q. Can you give any statistics in support of 
that? 

A. Not at the present moment. 

15935. Q. We will be very thankful if you could give 
statistical information in support of the view i>nat 
there was a very substantial development of. indus- 
tries before the war. 

A. Yes. 

15936. Q, Prom your answer to question 18 do I un- 
derstand you to say that you would recommend mea- 
sures be taken to present the establishment of foreign 
firms in India but that at the same time you are of 
opinion that even if these measures were taken, they 
/would not be effective? 

A. Well, I am not an Indian. I am only a tem- 
porary resident in India and it seems to me that 
the question as to wbiat policy' should be adopted in 
41 * ihat emergency is entirely one for Indians to 
consider. 

16937* sQ. My '^olnt lO: this is an Ihdito Piscal 
Commission and you have come before hs to ^ve us 
the benefit of your views and you have made a state- 
ment in your written replies. - I am asking you a 
question which arisOs out .of your replies-. I am not 
asking anyttog which is not there already. Therefore 
I wsmt you to tell us what you mean that foreign firm 
“ will get an ever increasing share of the industry in 
their own hands.” This is a positive statement to 
make and accepting that positive statemen? you go on 
to state “ nor do I believe that any measures that 
would be taken to prevent this development would be 
effective.” Would you advocate the taking of mea- 
sures to prevent this state of things happehmg? 

A. As a non-Indian I should, very mucli regret 
such measures being taken but I think that public 
opinion in India would probably desire that some 
^ measures should be taken, 

15938. Q. You then think that if these measure are 
taken, they would be ineffective? 


A. Take this case. I saw in a newspaper a little 
while ago that Messrs. Gammell Laird and Coy. are 
embarking upon iron and steel production in India. 
Whether that is a correct suatement; or not l no 
not know. Supposing that statement to be correct 
1 do not know whether they embarked upon that 
policy anticipating that the result of this Commis- 
sion would be special protective duties for iron and 
steel but in any case sucn special protective duties 
of that character would naturally be an additional 
argument for that. Further 1 do not think, that 
Lancashire would sit quiet under the loss of the Indian 
market, which might follow from special protection on 
cotton industry, i think that Lancashire firms would 
probably combme and establish mills in India. Well, 
then, it you have British firms embaxking upon strong 
competition with the Tata Iron and Steel Oo., and Lan- 
cashire firms embarking upon strong competition jvith 
Bombay mills, i think tnere is no doubt in those 
circumstances — ^my evidence is only with regard to 
probable circumstances — ^that there will be a strong 
Indian feeling in favour of some measures or other 
being taken to make things difficult for those non- 
Indian firms settling , in Lidia. I think that such 
measures would in various ways, international and so 
on_, have very undesirable conseq^uences and as a citizen 
of the world I should regret any such movement, but 
i think that it is probable that Indian opinioii 
would demand such measures. At the same time i. 
think that the forces of modern capitalism are so 
strong that the probability would be that whatever 
measures were passed would be evaded somehow 
or other. Fxacbly hoiv' I have not worlxed out. I 
have neither worked out in iny mind any forecast 
of the measures which would really be adopted nor 
the manner in which they would be evaded. I feel 
pretty sui'e tiiat there would be such a demand for 
some measures and also that there would be a consi- 
derable power behind those who were endeavouring 
to checkmate such measures. 

15939. Q. I have given you an opportuniiy to ex- 
press your views fully but the answer to the question 
which 1 asKed stui leinams inuejuiite. loa nave 
indicated what you think is likely to happen if 
certain contingencies occur but it those contin- 
gencies occur I asked you whether" you would in 
view of what you have stated recommend the taking 
of any preventive measures. You said ‘ no ^ 
because it would not be desirable in the interests of 
India. Is that your view? 

A. Yes, that is my view. On the whole it would 
do India more harm than good to take such 
measures. 

16940. *§. While you are here, will you please give 
your evidence on purely economic grounds and not on 
racial grounds. I don't line to near that the non- 
Indian view would be this or that. 

A. 1 try to do so. 

15941. Sir Manechjee Dadabhoy, — Q, Dr. Slater, 
when I read your statement, I formed ain impression as 
you very correctly put it, that you are neither for 
Linaduiterated free irade nor for out and out pro^ . 
tection. But torn your answers to the President's 
questions it appears that you are an out and out 
free trader and that you have got a strong predilec- 
tion in favour of free trade. 

A. In answer, to the Chairman I said that I was 
no^fe prepared to say that, from an economic point 
of view, in all circumstances and for ail sorrs of 
trad© protection was a mistake. There may ,he 
circumstances in \vhich protective duties may be 
helpful from en economic point of view. 

• 15942- Q, Let , me put a proposition to you. You 
say in reply to Question 11 “ I would concede no more 
than was nec^^sary to Indian protectionist senti- 
ment.^’ We will take that as the basis for my 
question. You state that to a certain extent you 
would go in for a policy of protection? 

A. Yes* 

15943. Q, If your coimoienoe told you, Dr. Slater, 

that a particular Indian industry w'as suffering in com- 
petition with foreign oap/tal and that by some sort 
of reasonable protection for a definite period that 
industry would be put on its legs, would you d^y 
that help -to it? . , - 

A, It would depend upon what, in my Opinion, 
is the value of that pa3rtieular industry to .India. 



691 


15944. Q, Indian sentiment would not ask for tlie 
support of an industry unless that industry was of 
some value to India ? ’ 

A, No. 

16945. Assuming that the industry had a value 
to the country, in the circumstances I had placed before 
you, would you support it or not? 

A, The question is not only whether the ])arti" 
cular industry would have a value to India Ijnt 
is a question of the relative amount of its value. If 
you are going to protect an industry by means of a 
tariff, that practically means taxing the community. 

15946. Q. I understand that when some classes of 
people, whether as statesmen or as legislators, ask for a 
particular tariff on a particular industry, they 
would carefully consider the necessity of that 
course. If a case has been made out, would you 
still deny to that industry this aid.? 

A. No, I would say I should require to be satisfied 
with regard to certain things. 

15947. Q, You would require to be satisfied with 
what? 

A. I should like to be satisfied (1) that it was an in- 
dustry which was of importamb value to India and (2) 
that in order to be safeguarded it needed Government 
help and protection and (3) that Government help and 
protection could best be given by means of tariff pro- 
tection and (4) that that tariff protection w‘as not in 
some other way going to do more harm than good. If 
satisfied on all those points I should be prepared to ad- 
vocate tariff protection. 

15948. Q, Dr. Slater, as an economist of considerabh 
reputation, you surely know by:, this time that every 
tariff, in whatever form it is imposed, does harm the 
consumer to a certain extent. 

A, Yes. 

15949. Q, “Why do you clog that as a condition? 

A. You mean it is implied in the question? As long 
as it is understood that it is implied, T am content. 

15950. Q. You say that every tariff does harm in 
some direction or another to the consumer? 

.4. Yes. 

15951. Q. That is an acknowledged principle? 

A. Oh, yes. 

15952. Q, Provided justifiable claims are made out on 
behalf of any industry, I understand that you would 
protect it? 

A. Yes, 

15953. Q. And to that extent you w^ould recede from 
a policy of free trade? 

A. I think I said that before. I do not tbink I have 
deviated from what I said before. 

”15954. Q. There is another point on which I propose 
to quarrel wdth you a little. In your answer to ques- 
tion No. '6, you say: “ I approve in theory of impos- 
ing an excise duty on an article which is taxed on im- 
portation,’^ Will you please tell me of any other coun- 
, try in the world that has done this? 

A. That is a regular rule in England. 

15955. Q. Will you quote any article? 

, A. Wines and spirits. Whenever we put on an im- 
port duty we put an excise duty on the corresponding 
article. 

15956. Q. I am not talking of purely excise diities. 

^ Eyery country T know goes in for excise duties. We 
have in India too excise duties on alcohol, drugs, 
tobacco, etc, Mj knowledge of economy is very limit- 
ed, but so far as I know, I do noi remember that it has 
been laid down by economists that where an import 
duty is fixed it ought to be accompanied by an excise 
duty. You go much further than the economists of the 
world in laying down that in India it should be done. 

A. This is the orthodox free trade doctrine, and it is 
Mrly familiar : if on the principle of taxing for revenue 
only you choose to tax a certain article which may be 
an imported article, — ^if you chose to put a tax on that, 
then there should be an excise tax also upon the same 
article or upon a similar article of home manufacture 
wliieh may compete with it. 

16957. <3. That is to neutralise the effect of an im- 
port duty? 

A. Yes. 

15958, Q, There you come to your free trade policy? 
A. Yes. 

16959. Q. Speaking about the incidence, this is what 
you state in paragraph 8 I believe further that it 
is practically certain that the greater part of the inci- 
depce of ap im-novi; duty not accompanied by an excise 


duty wouAd fall on the consumer and that therefore he 
would also have to pay an increased price for the In- 
dian product.” You will admit that if there is no ex- 
cise duty the home manufacturer will profit by it? 

A. I think the home manufacturer or any other manu- 
facturer tries to sell the whole of his output for the maxi- 
mum price he can get. 

16960. Q, If the excise duty is removed the con- 
sumer will get the article cheaper? 

A. He might get it a little cheaper, but as a rule the 
major part of the advantage is taken by the manufac- 
turer. 

16961. Q. Take for instance our cotton goods. We 
have got at present a 11 per coot, import duty and a 
3|- per cent, excise duty. If this 3J per cent, excise 
duty is removed, you won^t say that the manufacturer 
will put all the money into his pocket? 

A. The consumer may have a slight reduction, but 1 
think most of the profits will go into the hands of the 
maniifecturer, because I have never known a manufac- 
turer who, if he could sell the w^hole of bis output at a 
high price, would not do so rather than sell it at a low 
price. If a manufacturer reduces bis price it is ordin- 
arily because he cannot sell his whole ouiput at the 
higher price. That is ordinary business. Now, if you 
take the excise off, if the Indian mills should find in 
practice that they could sell the whole of their output 
without reducing their prices, then they will pocket 
the v'hole of the benefit. If they find that they can- 
not sell, then they will reduce their prices. But I do 
not think that they will be unable to sell except at a 
reduced price? 

15962. Q. But the consumer must have some bene- 
fit? 

A. He may get a small part of the benefit, but I do 
not tbink he will get very much, 

15968. Q. Why do you advocate an export duty on 
raw cotton? 

A. To get some revenue which could be earmarked 
or utilised in part for the improvement of cotton culti- 
vation . 

15964. Q. You know that w’hile we produce some- 
thing like 52 lakhs of bales, we are only consuming 18 
lakhs of bales. Therefore if you put on an export duty 
and prevent the free export of this surplus, the agri- 
culturist will not get a fair profit for his produce, 

A, I do not think the injury to the agriculturist 
would be as great as the benefit he would derive by 
the proceeds of the tax being used as I suggest. 

15965. Q. If that money' is found from somebody 
else’s pocket, you won’t object? 

A. The tax is purely for revenue, and the revenue 
should be earmarked lor a definite object. But you will 
recognise that some of the cloth that gets into competi- 
tion with Indian manufactured cloth Is manufactured 
out of Indian cotton. So, the export duty is really a 
concession to the protectionists. 

15966. Q. How will this export duty give protection 
to the Indian manufacturer? 

A, More than half of the Indian exported cotton goes 
to Japan. To a certain extent that Indian-grown cotton 
comes back to India in the form of Japanese cloth and 
directly competes, and competes much more directly 
than Lancashire cloths, with the Indian production. 
Now, if you tax that trade at any point, you are putting 
difficulties in its way and you are giving some protec- 
tion to the Indian <*otton manufacturer. 

15967. Q, Indirect protection you moan? But Japan 
might get cotton from somewhere else? ^ 

A, Not very much. I very much doubt whether 
Japan has any spare land for "the purpose of growing 
cotton. 

15968. Mr. JamnaiaB DwarhaiaB — Q. Dr. Slater, it 
is clear from your evidence that you are a free trader? 
A. Yes. 

15969. Q. Now, you will admit that India is indps- 
trially a backward country? 

A. Yes. 

15970. Q. Far from there being any over-industrial- 
isation in India, you will admit that there is a condition 
of under-industrialisation in India? 

A. Yes. 

15971. Q, The result of tliis is that in times of 
famine or scarcity the staying power of the masses who 
depend largely on agriculture is practically niL 
A. That, I think, is mainly the consequence of^oth^ 
causes, I think the main cause of that is the^eaabr- 
mouslv high birth rate, ' 
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15972. Q, Ziet us not go into that question. India 
depends at present mainly on agriculture. 

^1. Yes. 

1597B. Q, That is one of the causes, if not the prin- 
cipal cause, why the staying power of the^ people is 
practically nil in times of famine and scarcity? 

A. I will admit it is one of the causes, but I will not 
admit that it is relatively important as compared with 
other causes. 

15974. Q.. You will also admit that if this depen- 
dence was divided between industry and agriculture the 
staying power of the people would be much better? 

A, Would be better : 1 won't say how much. 

15975. Q. You will advocate the industrial growth 
of India? 

A, Yes. 

15976. Q, Now, you admit that India is industrially 
in a backward state compared to other nations which 
have grown industrially? 

/I. Yes. 

15077. Q, Now, at some time or other in the past, 
all other countries were industrially backward. Take 
for instance, the United States. It was industrially 
backward, was it not? 

A, Yes. 

15978. <3. And one of the stages through which Eng_ 
land has passed and as a result of -which the United 
Kingdom is an industrially advanced country to-day 
is a stage of protection. Is it or is it not so? 

A, That is true. 

15979.* Q. And that can be said with regard to all 
the countries that have industrially advanced. 

A. J would not say that without having time to think 
over whether there are exceptions. Assuming for the 
present that the answer is in the affirmative, let us go 
on. 

16980. Q. Does iVnot follow from that that if India 
is to advance industrially there must also be a stage 
of protection for India? 

A. I do not think so at all. The fact that a country 
has passed through a stage of protection does not prove 
that the passing through of that stage would conduce 
to its industrial advancement. It might be that the 
protectionist policy was the consequence and not the 
cause of the development of industries. 

15981. Q. That may be so, but the fact remains that 
other countries are industrially advanced to day and 
that they have passed through a stage of protection. 

A. I am not sure that Belgium ever went through a 
protectionist stage. So far as I know there has never 
been more than a very fhild protection at most in Bel- 
gium. 

The, Freeideni : It is only a difference of degree. 

15982. Mr. Jamnadas Dwarkadas. — Q* Take 

America, Germany, 

A. doubt with regard to Belgium, whether Belgium 
ever adopted a system of' protection. Nobody so far as 
I know has ever claimed that a system of protection 
helped Belgium industrially but Belgium before the 
war was industrially one of the most advanced coun- 
tries you could find. 

15988. Q. Take the United States and Germany. 

, ‘ A. With regard to the United Kingdom everybody 
knows lh5at it had a protective system with regard to 
industries up io about the year 1822 or even up to 
184S. With regard to the United States again every- 
body knows that it stilL has a protectionist policy. 
Germany had from 1879 onwards a protectionist policy. 

15984. Q. Now, from that would not one be justified 
in inferring that if other countries which are in an 
advanced stage industrially passed through a stage of 
protection it is necessary that India .too should pass 
throufsh a stage of protection? 

A, I do not think it follows at all. I do not see the 
connection. Unless you can analyse it out and work 
out the causal connection between the two it does not 
folloTV. 

'15985. Q. There are other nations ^hioh are indus- 
trially far ahead of; India? 

'/f. 7t so. 

1598d. Q, And if a policy of free trade is forced <m 
India, it means that India can never come up to their 
level? 

A. "l am In no wav for forcing a -policy of free trade 
upon India. My attitude is that India must choose its 
OWiJ, I believe jn fiscal independence for India, 


15987. Q» But you would advise India to prefer free 
trade to protection? 

A. Yes. 

15988. Q, When I said “ if a policy of free trade is 
forced on India " I did not mean you wanted to force 
India. You admit that India is a backward country 
industrially. Then, how is it possible to secure an in- 
dustrial growth in India -^vithout a policy of protection? 

A. 1 think I have indicated that in my evidence. I 
think there are other means by which the industrial 
growth can be fostered. And further I think that the 
importance either of free trade or of protection has been 
vastl}^ exaggerated by both free traders and protection- 
ists. In India’s present condition, I think the funda- 
mental diffieulty, — a thing which is of greater 
importance to India than the advantages of free 
trade or protection, — is the financial weakness of Gov- 
ernment in India, and for this reason I think it is more 
to India’s interest to be guided by financial consider- 
ation with regard to these duties than by other consi- 
derations. I think revenue should be the first consi- 
deration. 

15989. Q. Don’t you think that the fiscal policy of 
the Government of In^ in the past has been respon- 
sible for the present financial weakness of the Govern- 
ment? 

A. What is fundamentally responsible for the financial 
weakness of India is, I think, the permanent settlement. 

15990. Q. You know that Mr. Gokhale has said, — I 
do not know whether you agree with him — ^that the 
fiscal policy of the Government of India is the darkest 
^spot in the administration of India. 

4 r flo not remember seeing it. 

15991. Q. But I can assure you that it is so. But 
apart from that, taking the 3|- per cent, countervailing 
excise duty, does it not mean, as Mrs. Besant called it 
protection upside down, or indirectly a protection to 
the Lancashire industry? 

A. T do not think it is a protection to the Lancashire 
industry. If you tax one producer and not the other 
you are protecting the one that you do not tax, but if 
you tax Indian and Lancashire mills equally I do not 
see how that can be called protection at all, except to 
the Indian handloom weaver who is not taxed. The 
import diity and the excise duty put together involves 
proter'tion to the bandloom weaver. 

15992. Q. Do you accept the theory of protection to 
nascent industries? When an industry is in a nascent 
condition it has to be protected. You accept that 
theory? 

A. Not necessarily. 

15993. Q. You say when you tax 2 producers equally 
it means no protection to either. What was the state 
of the co-fton industry in Lancashire -and what was the 
state of the cotton industry in India, when this import 
duty and the countervailing excise duty was levied? 
Were they equal? 

A. Equal in what respect? Equal in the scale of 
manufacture ? 

15994, Q, The cotton industry in Lancashire had ex- 
isted for a long time, but it was absolutely new in Bom- 
bay, Could you by any means say that they were on 
. an equal level? 

15995. President , — May I point out that the position 
was this. The British Parliament determined that 
India shall he a free trade country. Now, under free 
trade principles if we impose an import duty of 3|- per 
cent, on Lancashire goods there must be a counter- 
vailing duty on Indian home nroducts. 

15996. Mr, Jamnadas Dwarkadas, — Q, My argument 
is that Parliament was guided by Lancashire’s interests 
and India’s interests were subordinated. 

A. T will just explain my opinion with regard to that. 
T regard the duty on cotton manufacture as wrong. Al- 
though it was in consonance Tvith free trade principles, 
and free trade principles were adopted in England on 
their merits and were believed in England to be advan- 
tageous to India, I think it could never have been main- 
tained but for political pressure from Lanosshire manu- 
facturers. Therefore, I have always regarded the coun- 
tervailing excise duty as wrong. It was subordinating 
what India believed to be the Indian interest for a 
foreign interest, and therefore it ought not to have been 
imposed But if you ask a question purely from the 
economic point of view then I sav that the two ^duties 
together operated as a protective duty for the htodloom 
weaver,^ Personally, I regard handloom weaving as hav- 
ing sociological as distinguished from economic advap- 
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feages, and I should not disapprove of protection for the 
handloom weaver. And, again, if you speak about nas- 
cent industries I should say that ’it is quite true that 
Lancashire and Bombay were in no one respect on the 
same or equal footing, .but that while Lancashire had 
many advantages Bombay also had many advantages, 
and the ihere fact that Bombay had what you call a 
nascent industry is not altogether a disadvantage. When 
you start new factories you start with the newest 
machinery, and in many respects it is possible that the 
nascent industry idea is frequently misleading, because 
it is possible for an industry under certain circum- 
stances as it were, to be born full grown. If you take 
Hamsworth’s paper manufacture in Newfoundland 
you will find that when it started it was one of the 
biggest and best equipped of all paper manufactures 
in the world. There you had. a nascent industry 
starting full grovm in a new country without requiring 
any help from a protective tariff. If Newfotmdland 
had had a protective tariff on paper, it would have 
made no difference to the industry, as the whole of the 
product was being sold in the outside market. 

15997. Mr. Mant, — Q. I gather that your position is 
that you think that free trade would be the best thing 
for India, but you think that with fiscal independence 
India will turn away from free trade? 

.4. Yes. 

15998. Q. And she will learn wisdom from bitter ex- 
perience of protection? 

A, Well, with regard to that I must point out what I 
said before. I think that the relative merits of free 
trade and protection have been vastly exaggerated, and 
their effect may be so merged with the effects of other 
causes that it is quite unrecognisable. 

15999, Q, Do you think that it would be a false step? 

A, I think it will probably be found a false step. 

16000. Q, I must ask you whether you, as a friend 
of India, or this committee, ought to stand aside in a 
fatalistic spirit that this has got to happen and let it 
happen- Is it not our duty to point out* the risks that 
India may be running if she takes this false step? 

A. Yes. 

16001. Q. At any rate it is the purpose for which 
this Committee has been appointed. It is for that 
reason that I ask you to indicate the dangers that you 
think would arise from this protection. 

A. Well, to a certain extent I have indicated that 
in the evidence. In the first place, I think that pro- 
tection is almost certain to be dictated rather by poli- 
tical considerations than by scientific examination 
of the real needs of the country. I think, therefore, 
that the powerful industries, industries which do not 
require protection and which ought not to be protected 
are likely to get protection. Further the effect of pro- 
tection to the cotton and iron industries for instance 
would be to bring in the foreign manufacturer and to 
introduce the element of racial discord- Further, the 
mere admission that the policy of a country is to be 
protectionist necessarily involves that the prosperity of 
a parMcular industry is dependent upon the amount of 
political pressure it can put upon the authorities, and 
that pressure is likely to take very undesirable forms. 
Therefore, if you are going to have a protectionist 
nolicy, it is highly desirable that it should be controll- 
M and administered by a sort of Government which 
existed in Germany before the war or by the sort of 
(S>vemment which existed in England in the reign of 
Queen Elizabeth. That is, a bureaucratic government 
ig more likelv to administer protection of the advantage 
of the country than any form of representative govern- 
ment. T think those two things, representative govern- 
ment and protection go very badlv together. 

16002. Q. Your objection then is more political and 
administrative than economic? 

A, Yes. 

16003. Q. Am I correct in inferring from your ans- 
wer to question 5, that you anticipate that industry 
will progress in India in future whether she has free 
trade or protection? 

A. Yes. 

16004. Q. In para. 15, you speak of the Safeguard- 
ing of Industries Act as a warning. T)o you refer to 
it on theoretical grounds or from the consequences 
already ensued? 

A. I am not really qualified to express an opinion, 
because I have not been able to find time or the oppor- 
tunity of getting the eyidenee. But I have the im- 


pression from what I have seen that it has been a very 
awkward sort of business and that it has been bad. So 
far as I can see that seems to be the prevailing opinion 
in commercial circles. But I have not been in suffi- 
ciently close touch with the English cdhimeroial circles 
to get any very definite information. 

16005. Q. In para. 30 you suggest that export duties 
might he levied on oil cakes, bones and fish manure for 
the purpose of retaining these mauurial substances. 
In the case of bones, is it not a fact that a large num- 
her of bones are left to rot? 

A. Yes, no doubt. That is a sufficient argument 
against the prohibition of export. There is, however, 

I believe a continually expanding use of bones and my 
opinion is that a duty on export would stimulate the 
internal demand. It would gradually develop a market 
in India. 

16006. Q. As regards a duty on food grains (para. 
33) you consider that a small export duty on food stuffs 
would be preferable to the existing practice of at times 
prohibiting and at other times licensing the export of 
food stuffs, because it would be substituting an auto- 
matic control for a departmental control. A very 
small duty would hardly have the effect of control, is 
it not? 

A. I regard any duty on the export of food grains as 
being very bad indeed, as tending to reduce production. 

16007. Q. You perhaps except small duty for re- 
venue purposes? 

A. No, But if limited to the alternative, I would 
sooner have a small duty than the haphazard inter- 
ference of the administration. 

16008. Q. Takp for instance a small duty on the 
export of rice. Bo you see any very great harm in 
that? 

A. I consider that even a small duty on export of 
food grains is harmful. 

16009. Mr, Birla, — Q. In para. 18 you say that you 
are of opinion that English, Scotch, American, Japan- 
ese and other foreign industrial firms would, if a much 
more protective policy than at present exists were 
adopted, establish themselves in India and get an 
ever increasing share of the industry into their own 
hands. Now I should like to know fi*om you whether 
it would be for the good or bad of India if such firms 
did establish themselves in India, 

A, Well, there will he both advantages and disad- 
vantages. 

16010. Q, I should like to know the advantages and 
disadvantages. 

A, As to advantages, it would provide emplovment 
for labourers and^it would also increase the production 
of commodities. * As regards the disadvantages, you 
will get those social difficulties discussed by Sir Sydney 
Oliver in his hook “ White Capital and Coloured 
Labour.” 

16011, Q, It has been suggested to us by some wit- 
nesses that when protection is adopted it is the con- 
sumers who pay high prices and if a consumer of one 
country pays high prices naturally he would expect 
that the benefit of it should be derived by his own 
countrymen and not by the foreigners. 

A, Yes. 

16012. Q. I want to know from an economic point 
of view whether it would be a sound policy or not if 
foreigners established themselves here under protec- 
tion. 

A, Well take for instance, the reputed estahllsh- 
ment by Oammell Laird & Coy. of iron and steel works. 
Naturally that will tend to reduction of prices. On 
the other hand if you have high protection and you do 
not want to have foreigners, the native firms acquire 
a monopoly and the protection conduces to the ad- 
vancement of prices. 

16013. Q. You mean then that on account of com-- 
petition between the foreigners and native firms India 
as a whole would derive benefit. 

A, Yes. But whether the benefit is worth having is 
a different question. We are bound to have other eco- 
nomic consequences also, but whether they are good or 
bad depends upon the net result of all Ihe conse- 
quences. 

16014. Q, I want to know your views in regard to 
the excise duty on salt. 

^ A, Well, the excise duty on salt is apparently a neces- 
sity from the existing state of the Indian financOt ;^ , . , - 
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16015. Q, Salt itself is a necessity of life to the 
poor people of this country. Would it not be a haz*d- 
ship to the poor if an excise duty on salt is retained? 

A, Perhaps. 

16016. Q, Then, would it be a sound policy to ap- 
prove of an excise duty on salt in these circumstances? 

A» I am not quite sure to what extent the existing 
consumption of salt is physiologiaally useful. That is 
a question on which I am not competent to give an opi- 
nion. But until I know that, I cannot be in a position 
to form an opinion whether the consumers of the coun- 
try are injured by having to pay a small duty on salt. 

16017. Mr. T. V. Seshagiri Ayyar. — Q. I believe you 
are a student of the ancient history of this country. 

A. Ko. I am afraid I know very little about it. 

16018. Q. You know that a long time ago this coim- 
try was able to produce cotton cloths with which it was 
able to clothe the millions of people in this country. 

A. Yes. 

16019- Q. It is this free trade policy that has killed 
the cotton industry in this country. 

A. I am not satisfied with the statement that ^ the 
cotton industry has been killed. If it had been killed 
it should be dead now. There is still life in it. 

16020. Q. Probably there is some lingering life. 

A. I do not think that the life is lingering. I think 
it is advancing and progressing. 

16021. Q. You must be extremely optimistic if you 
believe that the cotton industry in this country is in 
a fiourishing condition. 

A. My opinion is , — 1 may be wrong, — ^that the total 
amount of production of cotton cloth that is going on 
at. present is considerably greater than it was six years 
ago, and still greater than what it was twenty years 
ago. 

16022. Q. During the last ten years they had some 
stimulus hy national sentiment. But we were able 
to clothe our people entirely in olden days whereas we 
have now to depend upon foreign cloth. 

A. I am not sure how much cloth people wore in 
olden days. It is quite possible that if only the same 
amount of cloth per head were worn now as was worn 
in the days to which you refer the present Indian pro- 
duction would suffice. 

16023. 0. But an increased demand for cloths should 
stimulate him to produce more. 

A. I am inclined to think that protective duties 
might have been used to the advantage of India when 
machine-made cloth first began to come into the coun- 
try. 

’16024. Q. "What reason have you for holding that 
view?- 

A. It was a handicraft industry which might have 
been helped during the period of transition. I think 
duties on imported cotton would certainly stimulate 
the cotton manufacturers in this country. 

16025. Q. And it would give employment to our 
men? 

A. Yes. 

16026. Q. That means that they would be able to 
withstand famines much better than they can at pre- 
sent. 

A. It does not follow. Because the protective duty 
pracMcally is taxing the agriculturist for the benefit 
of the cotton manufacturer. 

16027. Q. How much do you think the agriculturist 
sufiers? Not much, I beileve. 

■ A. Possibly not much, but if we rob Peter to pay 
Paul the injury to Peter is proportional to the benefit 
of Paul. 

16028. < 3 . Do you think that anything has been 
done in the past to develop the industry of this coun- 
try? 

A. Yes. 

16029. Q. What has been done in the past has cer- 
tainly not developed industry at any rate in Madras. 
The policy the Government of India has been pursuing 
has not had the eSect of stimulating industry in this 
prmidency. 

A. No. 

16030. Q. Would you give us ah opportunity of try- 
ing some other policy? * , 

A. There have been some features in the adminis- 
tration of Madras which assisted the development of 


industries, but this policy was stopped and only re- 
cently again permitted. 

16031. Mr. Goyajee.-'-Q. In regard to a permanent 
organisation for studying tariff questions, don’t you 
think that a permanent organisation is required to effect 
a continuous study of the conditions and the effects of 
any Indian tariffs? 

A. 1 have no objection to a permanent organisation, 
for studying the effects and reporting on them. 

16032. Q. In para. 30 you say that an export duty 
might he levied on oil cakes, bones, and fish manure. 

It has been suggested that such action would throw 
back valuable material on the Indian rriarkets which 
has admittedly neither the expert knowledge nor the 
capital to use it. It is said that the Indian farmer 
in the first place does not know whether his particular 
land requires such manures and that in any case he 
has not the capital to buy them. 

A. If these commodities do not find a market in In- 
dia they can be exported and the export duty will bring 
in revenue. 

16033. Q. It has very oUen been asserted that pro- 
tection by developing new industries’ diminishes 
the precariousness of agricultz^ral production. Is there 
any element of truth in this? 

A. At present on account of the irregularity of rains 
the agricultural industry is precarious, and it is claim- 
ed that protection by bringing new manufacturing in- 
dustries will remedy that precariousness. But, I 
don’t think it can do very much. In the first place, 
you have to consider the question as to what propor- 
tion of the population are going to transfer themselves 
from agriculture to industries. A 5 per cent, increase 
in cotton manufacture would only mean the absorp- 
tion of some 10,000 additional hands, which is a small 
matter compared with the agricultural population. 
Then there is another element, and it is this. When 
you have a bad monsoon and when agriculture is de- 
pressed the manufacture will also be affected at the 
same time. I think the great cure is to increase the 
agricultural production and have a surplus of agricul- 
tural products in normal times. 

16034. Sir Monfagxi Wehh. — Q. I understand that 
you are an orthodox fi'ee trader and I take it that you 
regard it as axiomatic that free exchange facilities lead 
to the greatest collection of surpluses and to the 
greatest saving of capital with the minimum of efforts. 

A. Yes, generally. 

16085. Q. You also recognise that any departure 
from that involves some cost. 

-4. Yes. 

16036. Q. The problem we have to consider is 
whether there -are any departures that can be made 
from that free trade doctrine in the case of India and 
whether they are worth the cost. I should like to know 
from you whether you recognise the value of an infant 
industry in the sense that we have raw materials ex- 
isting in the country and the labour is there as also the 
market. All that is wanted is the knowledge to work 
them and the concentration of necessary capital. Do 
you think that infant industries of that kind are worth 
paying for? , , 

A. I should think that each particular industry should 
be examined on its merits. 

16087. Q. The hypotheses I put before you are, 
raw materials are here in abundance : the market for 
the manufactured articles is ' here : find labour also 
is available. All that is required is experience and the 
concentration of capital. Do you think that infant in- 
dustries of that kind would be worth examination and 
cultivating? 

A. Yes, worth examining. ' * ~ 

16038. 9 . -Do you think that the culrivation of in- 
dustries required for national defence is worth paying 
for, such as iron, steel and copper? 

A. You come to a very difficult politic il question. 

16039. Q. Is it political? 

A. X , think it depends entirely upon whether the 
world is going in for warfare in the future. If 
we are 'going to lease international relations on the, 
principles underlying the League of Nations, the soon^* “ 
we drop the idea of px'otecting industries from " 
point of view of national defence the better. 

16040, Q. Supposing we are not likely to realisa 
■ that? - 
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A. Then civilization will be destroyed, and ilie only 
industry 1 should care to develop is the making of 
lethal chambers, where we may commit suicide with- 
out pain. 

16041. Q. Do you think that industries for national 
defence are worth paying for? 

A* It depends on the price. 

16042. Q, As to the question of training up the 
people, 1 think that a great development oi industries 
goes a long way to expand whab we believe to be a 
steadier, saner and broader political outlook of the 
people,^ Do you think there is anything in that? Do 
you think that it is worth paying? 

A, Up to a certain point, yes. 

16043. Qs You think it is worth paying for to create 
industries m order to train the people up. 

A* Yes, it may be, 

16044. <2. It has been suggested to us that where 
agriculture flourishes the surpluses are distributed all 
over the country and are not readily available for the 
development of enterprise, where as in the case of in- 
dustries concentrated in one locality the savings are 
in the hands of a few and are readily available for 
further developments of all kinds. Is that advantage 
in itself worth paying for? 

A, To a certain point, yes. 

16045. <2. Well, I take it that, a strict free trader 
as you are, you recognise that there are some direc- 
tions in which it might be worth paying for to bring 
about results which may be of national good? 

A. Yes. I am not so strict a free trader as to deny 
that. 

16046. §. Perhaps you are a “ discriminator.’’ I 
don’t know whether you ’would feel complimented by 
iliat. Dut there are four or five points in which I 
think you do recognise there is some ground for dis- 
crimination. 

A. Yes. 

16047. Q. Those points probably from the founda- 
tion of the deviation which can logically be made from 
a strict policy of free trade. 

A. Yes. 

16048, Q. Several references have been made to the 
possibility of foreigners coming here and starting up 
industries.* I have been rather surprised to hear it 
generally assumed that the foreigner comes here, sits 
down on a little detached block by himself and accu- 
mulates all the profits to himself. I have heard per- 
sonally of many manufacturers who contemplate com- 
ing to India because of the prospect of a possible pro- 
tectionist policy. 

16049. Q, Those manufacturers contemplate sharing 
fully with the Indian capitalists the advantages that 
will result. The policy, 1 think, contemplated by those 
manufacturers is to introduce Indian partners, Indian 
capitalists^ and to work fully and squarely for the in- 
'dustrial development of this country. 1 think they 
recognise ttiat by the aid of . a tarifi you are giving the 
industrialists an advantage at the expense of the whole 
community. But they are perfectly prepared to share 
that advantage frankly, fairly and completely with the 
-Indians themselves. In these circumstances, do you 
t hink that here would be any disadvantages at ail of 
sUch an outcome in India? 

' A. I think there would be a very strong demand for 
measures to be taken to keep such people eut. 

16050. Q. Provided that they were not developing 
on purely exclusive lines? 

A. I tniuk they would be suspected and accused of 
developing on exclusive lines even if they were not 
actually so doing. 

16051. Q. In answer to Mr. Birla ydU gave the ad- 
vantages of foreign capitalists developing industries in 
India, and you also gave some disadvantages. 1 would 
ask you that if the development is engineered in co- 
operation with and by the assistance of Indian capital 
and Indian industriaiists, surely the advantages must 
outweigh any possible disadvantage? 

A. I think you are getting to a fundaments question 
there, and a very difficult question too, 1 iihmk there 
is a good deal to be said for what I may call the Gmdhi 
stMtude, that on the whole it would have been better 


for India to have developed industries on aucient In- 
dian lines. A few people are busy with the idea of 
taking up primitive Indian methods and improving 
them on the same lines, aiming at making liow the 
improvements which Indian industries might have 
developed long ago if the Indian intellect had not been 
diverted to more mechanical lines. The question ol 
the relative advantages of bringing in the whole wes- 
tern industrialism and planting it in India, whether 
it is controlled by Indians or non-Indians, as compared 
with a slower development of the native culture is too 
big a question for me to express an opinion one way 
or the other. 

16052. Q. (Jan I put my question this way? As- 
suming that industrial development on western lines 
is coming, it would be more advantageous to the coun- 
try, 1 take it, that it should come in co-operation with 
and by the assistance of Indian capital and Indian 
leadership rather than purely by foreigners. 

A. Quite so. 

16053. Mr, Narottam Morarjee, — Q. Dr. Slater, you 
state that India controls her own hscai policy. Why 
do you think so? 

A. I tliink that is a new factor in the situation. 1 
take it that whatever is done as a result of this Com- 
mission, the decision will rest with India and not lie 
outside India. I refer to the present and future and 
not to the past. 

16054. Q, You say that there has been a rapid in- 
dustrial development in India. Can you tell me 
whether you are talking about Madras in particular 
or of India in general? 

A. India in general, 

16055. Q, Is there any veiy rapid industrial deve- 
lopment in Madras? 

A. Not very rapid, 

16056. Q, What is the difficulty here? 

A. Chiefly because the activities of the people are 
turned in other directions. I think one of the chief 
reasons is that every body who has got money to invest 
can get at least 12 per cent, on good security by non- 
hidustrial loans. Therefore there is no real inducement 
_ for him to risk his money in industrial enterprise. 

16057. Q. You say that if the import duty on piece- 
goods was increased Manchesber would be meiined to 
come to India and erect factories. You know that 
Manchester supplies the finer kinds of cloth. Can they 
spin or weave the finer counts in India? 

A, No. If they come to India they would probably 
produce the same sort of goods that Bombay at present 
produces. 

16058. Q. Even now India has to depend much cn 
Japan for the coarser cloth. Coming to agricultural 
products, when there is a surplus does not the surplus 
go outside the country? 

A. Yes, to a certain extent. 

16059. Q, If it is to a certain extent, then why did 
Government control the export of food-grains? 

A. Because, 1 take it, there was something to be 
exported. 

16060. Q. When there is no surplus, will you not 
recommend that tliere should be prohibition or control? 

A, With a higher purchasing power in India, I think 
the* necessary quantity of the produce would be auto- 
matically retained in the country. In the very peculiar 
circumstances of the time at the close of the war I was 
one of the first to advocate prohibition of export. But 
now that we have come down to more normal con- 
ditions, it is better for importation and exportation to 
be regulated by the demand, 

16061. <2. You are aware that in India many people 
get hardly one meal a day? 

A. I have asked people about that. I have been told 
that they only get one meal a day which they count bb a 
meal, but eat also at other times. 

10062. Q. How long have you been in Madras? 

A, 6 years. 

16063. Q. Have you had experience of other pro. 
vinces? 

A. Not much, but I have been in niost parts of 
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A. — GENERAL. 16072. Q. 9. Yes. The tarif should be framed pri- 


16064. Q. h 1 favour a policy of protection as long 
as India remains dependant upon other countries for 
the manufactures req^uired for use in the country and 
until fresh industries are being started and estabhsh- 
ed in the land, and sufidcient number of mills are 
started and fully equipped and they reap reasonable 
profits and they could withstand any foreign competi- 
tion either in quality or in cheapness of the articles 
manufactured in the country. 

16065. Q. 2. Yes. I prefer an increase in the cus- 
toms duties to an increase in direct taxation. The 
income-tax, super-tax, profession-tax, house-tax, etc., 
have already reached their climax. The trader and the 
house-owner have already been over-saddled with in- 
crease in direct taxation. I know that India pays less 
when the average per head of the taxes imposed in 
other countries is taken into consideration. And yet, 
the economic condition of India is so very dijSEerent that 
it cannot be compared with other countries. There are 
no banking facilities enough to advance and pioneer 
industries in India. No sufficient capital. Interest 
IS not cheap. Labour untrained. With all these draw- 
backs the trader or the industrialist shall have to bear 
all the direct taxation. I fear that any increase in 
direct taxation will considerably chill the already poor 
spirit of enterprise of the Indian traders. At the same 
iSne, I know that increase in customs duties will tend 
to a rise in prices of articles of use and seriously affect 
the poorer class. But generally it shall not be a 
matter of any consideration as, by protective tariff, 
the industries in India will flourish and masses shall 
not have the necessity to go in for any imported arti- 
cle when there exists a means to procure a similar 
article in the country. It will naturally affect the rich 
who purchase foreign articles either for their superior 
quality or fineness. If so necessitated the articles gen- 
erally purchased by the poorer class may be classifled 
separately. 

16066. Q, 3. Yes. I would suggest that almost ail 
fche articles without exception should be taxed. For 
example cotton, twist and yarn which has been admit- 
ted free to the detriment of the Indian spinning mills 
must be taken into consideration. 

16067. Q. 4. As the present tariff is based on prin- 
ciple of obtaining revenue I would suggest that the 
tariff should take in the principle of protection both for 
diminishing the foreign import of manufactured goods 
and for ,, fostering the Indian industries; and to assist 
^ and development of manufactures, the coun- 

try is in need of. 

16068. <2; 5. -In the past it did not give room for 
the growth and development of Indian manxofaotures. 
The recent increase in import duties, I believe, has 
given impetus to the recent adventures of stebing n%w 
mills in the country such as spinning and'** weaving 
mills, sugar factories, paj^er mills, etc. If the policy 
of protection is adopted it will be sure to push the 
. Jfldian mantifactur^ to meet the ,country*s demands 

16069. Q. 6. 1 cannot approve of the suggestion of 
imposition of excise duties on Indian manufactures as 
it will kill the growth of Indian industries in fheir 
present stage of infancy and the idea of protection will 
be frustrated by taking such a step. 

16ft7D. Q* 7. Please see^No. 6. 

16071, ^.8. Yes. The consumer, if he pays a higher 
rate for a protected foreign article, he pays less for 
the similar one manufactured in the country and his 
purse will not be affected. If at all there will be any 
rise in prices, the consumer will be able to meet the 
extra cost as his position will be bettered by the 
growth of industries in the country and he will pay 
most ungrudgingly. 


marily with the object of fostering Indian industries 
as it will be tor the general good of the country. In- 
dia being preponderatingly an agricultural coimtry i% 
can best employ its raw materials for its manufactures 
and can thereby save the export and import charges, 
duties, war, ^marine, Are, etc., insurance charges, 
freight, gains and such other charges, to be boine by 
her while importing the manufactured articles especial- 
ly prepared out ot the raw materials exported by her. 
bne can employ her artisans and millions of labourers, 

* educate her cnildren in industries, train herself in 
arts, provide work for the unemployed, beneficially 
utilise her capital to enrich her position. In a few 
years she will be able with her plenty of raw materials 
l^roduced in the country, in addition to her becoming 
able to supply her needs^ to compete with foreign 
countries in finding markets for her manufactures 
and shall become an “ Industrial India than the 
present “ Agricultural India ” and regain her past 
boom and lost name and fame. 

16073.’ Q, 10. Certainly India will become independ- 
ent of other countries in regard to all her require- 
ments of manufactured goods in the course of a few 
years. Even though there are some like machinery 
which at present cannot be made here, she - will be 
able to prepare the machinery required if once put on 
its way in that direction. 

16074. Q, 11. Yes. I would favour the imposition 
of protective duties on all the imported manufactures. 

16075. Q. 12. Please see No. 11. 

16076. Q. 13. Yes. It is highly desirable to estab- 
lish new industries in the .country and the only way 
to create a necessity for starting such industries will 
be, first of all diminishing the imported manufactures 
by imposition of heavy duties and thus creating a 
market for such manufactures in the country avail- 
able at a cheaper rate. The Government in addition , 
to enforcing a protective tariff should grant transport 
concessions, pay subsidies and advance monies, at a 
nominal rate of interest and see that the industry 
prospers and becomes a success, the principle being, 
making India a manufacturing country. 

16077. Q. 14. It is too dmcult to imagine which 
of the industries will not be able to face foreign com- 
petition and to forecast the period within which they 
might develop and compete. It is a matter to be put 
into practice and learnt by experience. Generally, I 
believe, that no industry worth its name would require 
continuous assistance after it has taken root in the , 
country. 

16078. Q. 15. Yes. A bureau of commercial intel- 
ligence must-be made a permanent organisation to in- 
vestigate and publish periodical reports as to the growth 
of the manufactures imported into India in the various 
’^countries exporting them: and the uses of raw 
materials expc&ted from India in the various 
tries importing them. This bureau be busy col- 
lecting statistics and information from almost all the ^ 
principal trade centres of the world and record the be- 
ginnings made in the various branches of industries, 
growth and development and the success or failure of 
the various industries in these countries and diffusing 
such knowledge as will be thought beneficial to the in- 
dustrial India. 

The experts of the bureau will explain how such " 
manufactures came into existence in these countries 
and how these when imported will prove disastrous ^ 
the Indian Industries and how they would 
and advise measures to protect the Indian ' 

Generally, I would suggest that an extra 
import duty must be imposed on such manulacitireg,' 
taking into consideration ihe quality of the mtotil&>tures 
imported and the looid ^ rat# and qua^ty of similar 
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manufactures in this country and fixing the rate of duty 
to make the imported manufactures dearer than the 
Indian manufactures. 

16079. Q, 16. Hand industries must be maintained 
at any cost and at all times even after hand power 
or electric, water, fire or other power driven machin- 
ery has well been established in the country. By allow- 
ing them die for want of support manufactures for 
which the country has won a world wide name, will 
disappear. 

Handloom industry is one that has attained its per- 
fection in this country. The country still maintains 
its reputation in thiat particular branch. It protects 
many a family in season and out of season. There is a 
community , of people who arc called weavers and whoso 
caste is identified with their profession of weaving. 
Weavers form a separate sect of coniiniinity amongst 
Hindus. The art of weaving is inherited in thrm from 
times immemorial. They enjoy monopoly in weaving 
cloths and satisfy with their earnings higli or low in their 
profession and enjoy freedom of independence in their 
life. Until the prohibition of the import of cotton goods 
into England was introduced by a stiatide of Law, in 
1721, India was the only country supplying cotton goods 
to England. Indian handloom manufactures of cotton 
fabrics, silks, embroidered (doths and transparent Dacca 
muslins found best markets in Europe nay that of 
England until the traders were penalised by a statute of 
Laiw. 

Even though the handloom manufactures have beet 
decreased in quantity after the introduction of textile 
fabrics in India, the finish and fineness of cloth did not 
decrease. It is this cloth that still finds favour with 
females in Soutliern India. Moreover, in weaving 
colour chintz in handlooms the dyed yarn used for 
wart will bleed and give a|^shining appearan'^e to the 
white wart while as it will not be so in power looms, 
Iti is only on account of this bleeding process of yarns, 
Madras is able enough to export her band woven 
Cbailasu, Taili and Lungees to Straits Settlements and 
Ceylon. Even the Germans who tried to capture this 
trade by dumping could not succeed even though they 
lose a pretty large amoimt. The production of solid 
bordered fabrics and fancy designs is impossible^ on 
power looms and much less to speak of elephant, lion, 
trees and other figured garments. Handloom weaving 
U the means of siibsistenoe to more than a million 
p«»opie of this Presidency, Under the recent introduc- 
tion of Fly Shuttle Slays, a handloom weaver is able 
enough to earn a rupee and a half and even more for 
him a day. If improvements are made on the present 
system tliey will fetch the weaver an additional income 
of a few more rupees a month. 

16080. Q. 17, I don’t think so. India is a vast 
continent. It will require a few years to establish mills 
and factories for her manufactures. Unless sufficient 
number of mills and factories established and ^ run 
on good business lines there still arise no competition 
between the manufactures and that too shall exist 
when a similarity in their productions of more than 
one mill or factory arises. Even supposing that such 
competition arises on account of such similarities, I 
would not believe that a Bengali, a Gujrati and a 
Tamilian will unite and monopolise the prices. 

If so happens the bureau of commercial intelligence 
will interfere and suggest a beat remedy to overcome 
the then situation, 

16081. < 3 . 18. I don’t think any foreign firm will 
tiy ip establish themselves in India, being a tropical 
Cg&xmtry the climate of \shi«'h does not somi airri’eyblo 
to foreigners. The Govevnrti-*nt must ussi-at eh ri^s]>oi*!. 
fnl Indian firms and the enterprising public by granting 
loans, etc., and give a push to established factories 
and mills sufficient in number to manufacture all that 
k necessary for the country and sufficient to meet her 
requirements. However the best remedy for any ag- 
gression on the part of the foreign firms trying to 
Stablish. themselves in India %voiiId be to bring them 
fej register at a heavy premium. 

19. I don’t, first of all, think that any 
such ooafiict of interest shall arise. It wl^uld be an 
admitted fact that export of ravr materials will de- 
crease by protecting mamifactures for which such raw 
materials are used. But at the same time tliey will 
find their markets within the country to a greater 
extent. As the gates of export shall not be closed 
against raw materials produced in the country, 
forced by circumstances to retain the whole ^ produce 
lor consumption in India, and that too if it would 


be found, that it would only suffice the country’s 
demand they would have keen competition. As there 
is no fear of combination amongst the manufacturers, 
raw materials shall ^find Madras or Calcutta markets if 
Bombay or Punjab will be found unfavourable. As 
regards jihe spinning and weaving industries, both 
must have equal protection as they are allied and inter- 
dependent industries. Under a protective tarifi the 
agriculturist, ariisan and labourer ' shall find better 
rates and no one shall feel it hard, as, the demand for 
raw materials and services will always be keen and 
competitive. If at all they arise they will adjust 
themselves. 

16083, Q. 20. I don’t consider that the whole 
amount of the import duty shall pass to the consu- 
mer in a rise of price. Partly it will reduce" the 
profits of the manufacturers and hit the purse of the 
intermediate dealers and partly it will include in the 
cost price. And this will be so chiefly in the case of 
foreign imported manufactures. 

1C084. Q. 21. As explained above, the rise will 
happen in the case of foreign manufactures. Within 
a short period after the introduction of a protective 
tariff, Indian manufacturers will be buSy with manu- 
facturing protected manufactures until they are forced 
to seek foreign markets for their manufactures. There 
will be keen competition between the manufacturers 
and the prices will go down gradually and there will 
be no likelihood of higher prices becoming permanent. 

16085. Q, 22, Yes. Any rise in price, I believe, 
nil] be willingly borne by Inrlian consumers for the sake 
of developing industries in this country. 

16086. Q. 23. Yes. I have taken into my serious 
consideration the question of articles such as sugar, 
medicines, piece-goods, etc., whicdi form the majority 
of imports and necessaries of life. And yet I would 
see no reason to recommend any article for admission 
at a favourable rate of duty. I therefore make no ex- 
ception. 

16087. < 3 . 24. I don’t first of all think that the 
increase in tariff rates would tend to any considerable 
increase in the cost of living in India. I don’t mind 
if there will be any slight increase for the time being 
and until industries established on a permanent basis 
because they would only be temporary. However, 
as a result of protective tariff industries will improve 
in India; sufficient number of mills and factories in 
India will be established. There will be competition 
for securing labour for factory and mill work. Com- 
petition shall also exist in making purchases of raw 
materials and procuring the seiwices of experts^ and 
skilled artisans. Agriculturist, as a producer of raw 
materials, shall try to secure a favourable rate for Ms 
produce, export for his services and labour. This 
will tend to an increase in the cost of living in India. 

(a) The industrial wage earner will always be on the 
look out of rising the level of his wage, according to. the 
profits the mill owners make year after year. There are 
already labour unions existing in the country, and ex-^ 
ports would guide them and there shall be no fear as to 
his earnings to suffice the expected rise in the cost of 
living. 

(h) According to the usages in the country the agri- 
cultural wage earner gets an annuity in the shape of 
produce from his landlord, his position will remain 
uiiehan'Tod ^-.'ill pot bo paid in coin. 

The difficulty is that of the middle classes 
T bfdievp difffi’oneo would be covered by higher 

tinlf^rie-^ whi di will readily be given by their masters as 
lb?’" b'^vo already tested it. For instance the average 
clerk, low paid, was getting Bs. 15 up till 1918 and 
now it has risen up to Bs. 25. 

1608B. Q, 25. It will dimmish the bulk of the im- 
ports as a result of it the export in raw products will 
be reduced to such an extent as the countries exporting 
to India manufactures and finished articles (prepared 
from the raw materials purchased from India) have 
been purchasing. As far as other products are con 
cenied the export trade. \^ould not suffer as these coun- 
tries shall have to depend upon India for raw materials 
for their mamifactures. India being preponderatingly 
an agricultural country, every country will be in need 
of her produce and therefore, she can find many mar* 
kets for her products and there is no fear that her 
]>oTt- trade wdll suffer. Many of the overseas countries 
u'ould not dare to shut her off from their markets 
their tariffs as the produce will be of neceasily to 
For instaii<‘e United Kingdom ftnm Indie 
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ducts worth ^52,60,300 and exports to India manu- 
factures worth £20,36,03,000. Belgium imports from 
India products amounting to £53,26,000 and* exports to 
India her manufactures worth £1,26,61,000. Suppose 
hj the introduction of a protective tariff, the imports 
of manufactured goods will be reduced from the United 
Kingdom and Belgium. And yet they wiU not be able 
to retaliate as they will be ever in wanting of Indian 
agricultural produce and raw materials even for their 
own domestic industries. 

Even supposing that they for a period, do that to 
their own disadvantage, India will then import less and 
export less and still can remain self-contained and in- 
dustries in the country will increase two-fold with the 
abundant raw materials avsellable in the country and at 
a cheaper cost. It will then give a stimulus and 
create appetite to find markets in the foreign countries 
for Indians manufactures. 

It can therefore be fairly imagined that the com- 
mercial position of India will be bettered in the eyes of 
the other industrial countries of the world and the 
country will materially prosper. 

16089. <3* 26. I do not consider that bargaining 
with other countries would be of any advantage to In- 
dia. It would be advantageous to countries simply 
depending upon other countries for their necessaries 
of life and having no agricultural produce or natural 
products necessary for the other countries. The posi- 
tion of India occupies a quite different altitude in the 
commerce of the world, 

16090, Q, 27. No. Special treatment is not neces- 
sary as at present for Indian produce to enter into any 
market. It might be necessary when India becomes a 
manufacturing country. Then the question may be 
taken up by the board of commercial intelligence and 
concessions given and taken. 

16091. Q. 28. Please see my answer to 27. 

16092, Q, 29. Yes. There must be one bureau of 
commercial intelligence for investigating the claims of 
various industries to protection from time to time and 
for the periodical feadjustment of tarifi rate. This 
must come into existence along with the enforcement 
of the protective tarifi. 

16093. Q, 30. Export duties must be levied only 
for the purpose of obtaining revenue. It must be a 
source of revenue obtained by indirect taxation. How- 
ever the rates must not be prohibitive and the idea of 
discouraging the export of any raw material must not 
be entertained except in the case of foodstuffs, only 
on such occasions when monsoon fails or poor harvest 
threatens the country. This can be guarded by a tem- 
.porary extra prohibitive duty or by a piece of legisla- 
tion placing complete embargo on ships or by any such 
other measure which the bureau of commercial in- 
telligence and exports in economy in the country would 
recommend. 

Any increase in the export duties would tend to tell 
against the agriculturist, who will have to restrict him- 
self to the wants of the country. There is no fear that 
the country will not be able to produce the required 
quantities necessary both for the Indian and foreign con- 
emaop^n, firstly because the increase in the Indian in- 
* 5es means reduction in the foreign import and 
the consumption of either raw material or agri- 
" tuoe shall have to adjust between the in- 
And secondly if at all there will be 
isuapy in the production of 
r hae ^undant arable waste 

1 having 
trade, 

ru% wEea is the’ bed duty 

vmmm ^ ^ harifi teee aseM- 

^ AHides say cot- 

iMf be as 

eatpod tarade ^ mek produda vriM teduoe as a 

othi. ' . 

" 0, No* As lm$ m mil be a pm- 

laetive tmS.ln few ^ duty 

will tod to liiuue the piodtoto iai^6rial''to 

to detrimmi ol to agrieultolst to ess* 

port trade. I^ide by aide agrieuHate mM iMx 

mdnstiiee m km^ m tore la prodlu#?e tot imiUble 
in to oountiy for afrtotote. IfilBag 
in this vast lax^ is snieidal to to best hitome o£:to^ 
papulaliaa. The stmk ^km to be ime«ded by egrtoltof 
in India wiU be ooeuided by famine mA 



Some time after the introduction of the protective tarifi 
if it will be experienced that any produce is not suffi- 
cient for the industries in the country such may be 
brought to book as emergency cases. 

16096. Q, 33. Vide my reply to Question 30. Any 
provision for imposition of duty on foodstufis may be 
resorted to wherever there will be a failure of monsoon. 
It would be unnecessary to try to reduce cost of living 
when' there is means in the country to earn more to 
cover the increased cost and when there is plenty of 
foodstufi in the country to suffice both the coimtry’s 
consumption and export. 

16097. Q, 34. No. Any export duty imposed on raw 
materials would tend to diminish the volume of the 
production of that material and the agriculturist until 
he finds a better substitute to keep his lands yield, shall 
have to lay waste his cultivable land. It will not only 
reduce the land revenue but will also decrease income 
and other taxes and thus afiect the Government purse. 
The agricultural wage earner shall have to remain un- 
employed, and thus it will hit on the prosperity of the 
country. Therefore any heavy export duty must be a 
measure to protect an article’ from going out to the 
detriment of the “Indian industries and to save the 
country men from being starved in times of scarcity, 
etc. 

B.—IMPEEIAL PBEFEBENCE. 

16098. Q, 36. Generally the idea of Imperial Pre- 
ference is an excellent one. But in its present state 
of India I won’t recommend its adoption. Simply be- 
cause India as at present is a chief exporting country 
of raw materials and a producer of raw products. ^ It 
is not the case with many other countries with which 
it is trading. Whether a protective tariff wiU be adopt- 
ed by India or not no foreign country would find it ad- 
vantageous to tax its imports from India without afiect- 
ing its own trade as the foreign countries will be badly 
in need of raw materials from India. 

16099. Q. 36. No. The United Kingdom should be 
treated alike with the other countries in Europe. 

16100. Q. 37. -Adoption of a system of Imperial Pre- 
ference shall prove in no way beneficial than the adop- 
tion of a policy of free trade. Because India gets 70 
per cent, of its imports from the Empire countries and 
sends out 46 per cent, of its exports to the British 
Empire. If the system of Imperial Preference is adopt- 
ed India shall be able’ to tax only on 30 per cent, of 
her imports, 56 per cent, of exports. It means, India, 
closing gates against foreign countries foregoing nearly 
60 per cent, of customs revenue for no useful purpose. 
It is a bad economy. The country will sufier both by 
depending upon and throwing herself at the mercy of 
the Empire countries only for all her manufactures as 
at present importing and by killing the appetite to 
start new industries in the country as there wiU be no 
protection for India’s manufactures, and no hope of any 
competition. There is no fear of retaliation as India 
is not a manufacturing country as it exports raw mate- 
rials which other countries are greatly in need of them. 

16101. Q. 38. I cannot give any such list nor sug- 
gest any average rate of preference as I don’t recom- 
mend the system of Imperial Preference to India for 
the present. 

16102. Q. 39, This is the thing that requires a few 
years’ expefience after the introduction of protective 
tariff to know whether India would be able to manu- 
facture all that is needed for herself of would remain 
depending upon other countries for her goods and in 
what particular manufactures; it is impossible to fore- 
tell tms. 

.. 4£. 'With the (ffieap import duties tp Bri- 
toy will enjny 

tur-es as tot® ^ Any rise in to' 

price wiB have to ^sumer, 

16104. ImperlEd Preference will 

, dimmish to imports’ and exports by 20 per cent, 
and iO per osat, respectively in to total Volume of 
tirade, bStlt 3^ght increase in to case of countries 
within ss&d yet it cannot affect the balance 

ol tode as percentage loss in export® shall be 
heavy- > - 

0- Jf .fcareign countais® will be kept offiia 
Prslfl^oe to trade so fe&m 

of to 


countries ‘ 
every like 


wodld @0 to to 









of tke competition in prices for her raw materials by 
shutting off foreign countries from its marlsets. 

16106. Q, 43 to 69. Nil. 

, 16107. <3. 71. There is a considerable change in the 
import of piecegoods as well as of twisted yarn, as de- 
tailed in the following statements. But I cannot at- 


tribute the decrease in the quantity of piecegoods to 
any incre^e in the import duties as the difference of 
rate is not so effective to reduce imports and as the in- 
dustries in India have not developed to such an ex- 
tent as to compete Lancashire and Manchester with 
the small margin of 4 per cent, and so. 


Statement showing the quantity of piecegoods imported since 1915-16. 







Quantity. 

Value, 

Yarns and articles. 



In 1,000 Yds. or 
lbs. 

Percentage of 
increase 
or decrease. 

In 1,000 of 
Rupees. 

Percentage of 
increase 
or decrease. 

Piecegoods . 

1916-16. 



2,117,271 

Yds. . 


3,73,266 


Twist and yam . 

. 

• 

• 

40, 427 

Yds. . 

*** 

36,770 

... 


1916-17. 



1,822,782 


— l(T-66 

4,47,517 

+ 19-9 

. 

, 

• 

• 

29,530 

lbs. . 

--26-96 

40,489 

-l-lC-U 

Piecegoods . 

1917-18. 



1,523,422 

Yds. . 

~28‘08 

4,87,829 

42,952 

30-7 

Twist and yam - 

. 

• 

• 

19,400 

lbs. 

—51*97 

16*81 

Piecegoods . 

1918-19. 



1,097,375 

38,095 

Yds. . 

~48*17 

4,85,441 

30*05 

Twist and yam . 

. 

• 


lbs. 

— 5*74 

88,663 

141*13 

Piecegoods . 

1919-20. 



1,063,684 

Yds. . 

—49*77 

1 

5,12,312 

37*4 

Twist and yam 

. 

• 

• 

15,097 

lbs. 

—62*66 

j 

43,595 

18*66 

Piecegoods . 

1920-21. 



1,491,248 

Yds. . 

—29*57 

8,29,154 

122*13 

Twist and yam . 

. 

• 


47,333 

lbs. . 

17*08 

1,35,783 

269*28 


The chief reason for the decrease in imports is now 
apparent by the above statement that it is accentuated 
by the abnormal rise in prices of piecegoods and yarn by 
Lancashire and Manchester. 

16108. Q. 72. Yes. I can’ speak with confidence in 
ihie case of piecegoods and except the same in other 
textile fabrics. Also in the cases of cotton, twist and 
yarn, hides and skins tanned, leather, motors and other 
carriages, cabinet ware and other manufactures of 
wood, etc., appreciable results might be expected. 

16109, Q. 73. Adoption of any of the three sugges- 
tions wotild tend to increase the import of British 
manufactures in the country to no national good. Fav- 
ouring British goods with preferential duties means no 
protection for Indian manufactures and making India 
a dependent country for ever. The pre-war 6 years 
average of imports from Briton from 1909-10 to 1913-14 
was recorded as 63 per cent', of the total imports in 
India and during last year 1920-21 it shared 61 per 
'cent, of the total of imports. Under such I cannot 
recommend any preference to British manufactures. 

. 16110 Q. 74. In the first place do not see my way 
to recommend to the introduction of Imperial Prefer- 
ence and if it were to be introduced each part of the 


Empire should be considered separately as to the bene- 
fits India would derive from favouring such part of the 
IBmpire. 

16111. Q. 76. By the introduction of a system of 
Imperial Preference import of goods will not diminish 
but it will simply alter t^e proportion in which that 
total is derived from forwgn and British countries. 

16112. Q. 76. India shall have to restrict herself to 
trade with British countries only as far as the import 
of manufactures is concerned. And another difficulty 
is this if any part of the British Empire say Canada, 
or New Zealand has a preferential tariff with America 
or South Africa by Imperial Preference granted hy In- 
dia they* might import any’ article, if necessary, for 
India and try to export it from their coasts and thus 
they may be profited to the disadvantage , of not only 
the foreigner but also Of the Indian. 

16113. 77. Nil. 

16114. Q. 78. The system of ad mlorem duties is 
always the fairest. But there must be a change made 
in the present system of valuation. Articles are now 
valued at retail prices to the disadvantage of the whole- 
sale dealers. 


^ Oral evidence of Mr. NAMMALWAR CHETTY, of the Madras Piecegoods Merchants’ Association, examined at 

Madras, on the 3rd February 1922. 


16115, President.-^Q. You appear as the ^represent- 
ative of the Madras Piecegoods Merchants’ Associa- 
tion? 

A Yes • 

16116. Q. The members of your Association deal in 
piecegoods. both foreign and Indian? 

A. Yes. 

‘ 16117. Q. Your Association favours a policy of pro- 

tection as long as India remain^ dependent on^ other 
countries for the manufactures required for use in the 
country? 

A Y'es 

16118. Q. You think that India will be self-depend- 
'ent in respect of all her requirements of manufactur- 
ed goods in the course of a few years? 

A es 

16119. Q. In their answer to Question 18 they say 

However the best remedy for any aggression oa the 
paart.of the foreign firms trying to establish theinselves 


in India would be to bring them to register at a heavy 
premium.” Will you explain what you mean? 

A. (No answer.) 

16120. Sir Montagu Webh.-—Q. In paragraph 1 of 
their statement your Association say, they favour a 
policy of protection. Can you teU me how a policy 
of protection will benefit the Madras Piecegoods Mer- 
chants’ Association? 

A. That w'ill help the manufacture of goods in India, 

16121. Q. Will^ it encourage the piecegoods of 
Madras ? 

A. Yes, because Indian manufactured goods will be 
cheaper than imported goods. 

16122. Q. You say that the locally manufactured 
goods will be cheaper than the imported goods ? 

A'. Yes. 

16123. Q. And that will benefit the Madrk 
goods merchants? ' ’ 

A. Yes, 
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No. E. Dis. A-1188, dated the 14ih Decemhet 1921. > 

Prom— H. 0. Sampson, Psq., B. Sc., Director of Agriculture, Madras, 

To — The Secretary to Government, Development Department. 


16124. With reference to Government endorsement 
Ko. 2^^51-11^21-3, dated 8th November i92l, I h^ve the 
honour to submit my views as follows : 

16125. 2. India has always been essentially an agri- 
cultural country and in the past she has always been able to 
proilnce more cheapl.v than other countries. ^ 
lCd26* 8. ll»e main reasons for this ai’e that firstly her 
people depend largely on a vegetarian diet and secondly 
her food grains and pulses belong essentially to the country. 
These are hardly known on the world’s markets ani conse- 
quently their value is governed by conditions which prevail 
within the country itself. As long therefore as the supply 
was or is greater than the demand, the price of food-stufts 
remains much lower than in other civilised countries 
where the food prices are governed by the world’s markets. 

10127 » %* In the past this has meant cheap labour and 
especially cheap agricultural labour, where wages were 
generally paid in kind. It has also meant a small indivLiual 
monetai^ income when judged by the world’s standards. 
With the projection thus afforded India has till now been 
able to produce other agricultural products such as cotton, 
oil-seeds, jute, sugar, etc,, which enter into the world’s 
markets at a price which compares very favourably with 
those of any other country at*d in return has, under 
conditions of free trade been able to import those of her 
requirements, which so far she has not been able to 
, produce herself, at rates which compare favourably with 
elsewhere, 

16128* 5. With the increase in population and in the 
area under cultivation a time must however come when 
further expansion of the area of profitable cultivation be- 
comes impossible and I coiishler that th^^ crisis has already 
come in Madras. In order to feed her people and without 
external resources, money or export crops will have to give 
way to food grains. The high prices, however which of 
recent years have prevailed lor all export crops, have 
naturally intfeased the area grown with money crops and 
^ this increase nos been sufficiently givat ,to seriously affect 
the area devoted to food grains and the supply of the 
latter ia no longer greater than the demand. Ib* can now 
only be increased by abandoning money crops or by the 
adoption of more intensive methods of cultivation. In the 
case of cotton, the attached graph indicates the sympathy 
there is between the price at the sowing time and the 
percentage of the area under dry. cuUiv»tion which is 
grown with 'cotton* 

. 6^ Money crops, however, have become a necessity 

^ eiud to provide money the tendency is to increase their area, 
price o€ many of the present necessities of life in 
wMeh cotton goods are the moat important is 
'' markets. These have increased 

' ^ many . 

bo qCKueitood as necessities 
' m 48, tr^etak for cocking 

water ^ots, To pfisQr for theae^ the grower 

either grow mon^ wofs or mmt ^*a higher' price 
for his grain crops. Any duress, therefore, 'must 

the under money orops and still'fuxther force 
hi feod graino. 

. ' WfiSm f ; Tliei^ obangm brought about by the new values 
yal m- agrieaitural gr^iuee have also greatly j^ected the 
nmisietioit. The soarcity of fwu grams and their 
m%h prfiws' h^m brought about a changs in the method of 
|i«yiiig Bgideultaira! and money wages have now to a 
gmtar eateat replaced grain wage.s.^ At first sight it is 
evttoit bow ooutd iuemsa wages, but on consider- 
ation It is ikst the difference between money 

Wages and wages is the difference between the 

growert wMNafe lade his village and the retail 

sale rate of zuerdhasUs k the markele. Luboum instead 
of being iif«d from th^ stores of the grower, now 
has to puxohaee r^idl from the grain merchant. The 
person wW the advantage is the memhant: while the 
grower loses because he has to pay a h%her money wage 


and the labourer loses because he has to pay a higher rate 
for his requirements. The grower loses still further, 
because, in order to provide money to pay wages, he is 
often forced to sell his produce at times when this should 
have been held up for a rising market. The merchant 
also under existing conditions makes a further profit as 
owing to the shortage of wagons for rail transport he is 
able to make local ^corners in grain, ‘iefoie, the war, 
attempts to corner local markets always failed as grain 
from elsewhere could readily be brought in. 

16131. 8. Import duties, therefore, on necessities whether 
for revenue or for protective purposes introduce a viciocs 
circle, siu:e more money is required to purchase these neces- 
sities. To provide more money export crops have to he 
grown at the expense of food grains. This forces up the 
price of the latter wliich raises the money wage throughout 
the country. This mcreas‘»s the cost of productim which 
means that more has to be expended on cultivation and the 
area of m >ney crops again expands at the expense of food 
crops. This tells on every one directly and indirectly — 
directly as the people have t*) spend more and indirectly as 
taxation must increase in order to pay for the adminis- 
tration of the country. ^ ^ 

16132. 9. Many of the questions aiising out of this 
enquirv appear to contemplate a great industrial expansion 
in India. As far as Madras is comemed, I consider this to 
be impossible under present conditions of food supply. 
Madras has no reserves of f«>od even to meet the needs of 
the existing population. The failure of the monsoon in 
1918-19 definitely proved^ this. If tljeu an industrial 
population is to be created in addition to the.existing agri- 
cultural population, where are their food requirements to 
come from ? There ia no question ol reducing the agricul- 
tural population. As time goes on and more intensive 
metiiods of cultivation have to be introduced, this must 
increase. The more sanitary hous'ng arrangements which 
will doubtless be insisted on for the maintenance of indus- 
trial labour atjd the higher standard of living which the 
wages paid to industrial labour will involve will all tend 
to create a large addition to the population. Under exist- 
ing conditions this is an impossible })roposition. 

16133. 10. At the present time, the only reserve of food 
which Madras has to fall back upon is the surplus rice crop 
of Burma and on this Ceylon, Malaya anc the Far East are 
also dependent. In free competition, Madras claims to 
this additional fool would be swampt'd. The only chance, 
therefore, for Madras to become un industrial country is 
to colonize and grow and import its food-grams. There are 
signs that this is possible m the future and the Madrasi 
is the only Indian i have met with who has ever made any 
attempt to settle and produce in other countries. Hardly 
with Hit an exception otlier Indians met with abrdad are 
merely traders and do little, or nothing to develop the 
resources of the countries in which they live. In British 
Guiana, the Madrasi has now' become a recognized settler 
ayd tbse bnHt of the rice grown iu tnab country k., due to , 
his onde«stv6ut/ ’ Much the same class af is 

possible in the African Continent where there are large 
deltaic areas entirely" undeveloped and which are 'much 
nearer to India, If these were really cdomzed by Indians, 
it would be possible to supplement the foo i s ipplies of the 
mother coumry atid it is odly by such productive coloniza- 
tion that India, as judged by the e mditions which prevail* 
ill Madras, can ever hope to become an industrial country. 

l6lH4!. 11. As ' regards Export duties, the enclosed note 
expresses my views on this question. 

16185. 12, To Sam up — ^ 

(tf) If revenue is required from import duties, 

# necessities of lite should be immune from sucHv 
e.y,, in the case of cotton goods, only.saCh 
goods as aie of the finer qualities t!mn :-are 
necessities for clothing should be taxed. 

" (5) As regards protection, India’s Neatest protec- 
tion us (1) the cheapness in the cost of living 
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and every endeavour should he made to keep^ 
this down, (2) the cheapness in the cost of 
^ producing the raw materials required for 
industries. 


- (c) As judged by conditions in Madras, India can 
never hope to become an industrial country as 
long as her supply of fr*odstuffs is limited to 
what are produced in India itseH. 


(ii).—- Kote on Subjects IV and IX by R. D. Anstead, M.A., Deputy Director pf Agriculture for 
Planting districts, B, V, Iforris, D. Sc., P.I.C., G-overnment Agricultural Chemist, H. 0. 
Sampson, B. Sc., Deputy Director of Agriculture, V and VII Circles. 


16136. The first question in the terms of reference of 
subject IV may, we think, be treated as an axiom, and tLe 
answer to subject IX will go a long way towards answering 
the second part of bfo. lY. The two subjects should, in 
our opinion, therefore, be treated as one. 

We do not think any one who has not had experience 
of other tropical and sub-tropical regions of the globe 
realizes to what an extent India suffers from soil exhaus- 
tion. This is one of the first things that strikes any one 
coming to India from places like the West^ Indies or 
Africa. People talk glibly of the S'nall acre yields in this 
country and the possibility of raising tltem to that of 
other countries by improved methods of cultivation, but we 
doubt if this will ever be the case. Certainly not in this 
generation, 

16137. 2. The soil exhaustion in India is not merely a 
question of limited plant food, it is the position of that plant 
food in the soil. In most places manuring has become a 
necessity, bnt at the present time, adequate manuring is 
beyond the actual and the financial scope of the farmer.' 
Continued manuring year after year is the exception 
rather than the rule and therefore most of the manures 
applied must be looked upon as a * top dressing.* The 
result is that there is a tendency for crops to feed near 
the surface which greatly affects their powers of resisting 
drought. If a crop is to resist drought, plant food must 
find its way deeppr into the soil to where the roots of the 
crop should normally develop, and this can now only bo 
done bv regular and systematic manuring. 

The causes of this soil exhaustion are two, the habitsS of 
the people And their objei:tion to the use of human excreta 
as manure, and the exports of such commodities as seeds, 
oil-cakes, bones, etc. 

'"'Tno first cause can only^be remedied by years of preach- 
ing owing to * sentimental* objections, of the people. It 
is, however, bound to come in time as the stress of popula- 
tion 00 the ft>od resources increases. The secon^l cause is 
the one for which a remedy is now sought. 

I613S. -3. The use of such manures in India is now limited 
and it is as well to consider the reasons for this. The 
reasons are, we consider, the following: — 

(a) Ignorance of the value of such manures. 

(h) Lack of capital to purchase them. 

(c) Lack of local supplies and organization to supply 

from elsewhere. 

(d) High cost of the manure^ 

(e) Ne redress to tenants for improvements. 

(eg) This is no insuperable difficulty if the Agricultura 
Department has a sitisfactory district executive staff. Mo 
one IS quicker than the Indian cultivator to calculate out 
where his profit comes in. . ^ ^ 

(b)^(o) There is an excellent organization in the co. 
opei^ive movement ti provide funds for the purchase of 
arrange for supplies from elsewhere if stocks 
are not available locally. 

(d) The high price of these manures is the main reason 
why they are not used. The Indian cultivator can only 
afford to pay the export price in the case of a very few 
crops. The reason is that the bulk of his produce is sold 
at very low rates when compared with the value of produce 
elsewhere. How cm cholam (Andro^ogon sorghum) at, 
aay, Rs 2 a bushel compete against rubber at, say, Re. 1 
a pound for the purchase of manure ? ^ In the existing 
market the rubber mau cau at any time overbid the 
eholam man. 

The question therefore is, are we going to let the 
people of this country starve because they cannot afford 
the present price of manures ? The last year has indicated 
that this is no exaggeration, the failure of a single 
jamsoon has shown that Peninsular India has no reserve 
stock of grain, and if this is the case now, what will it be 
when this becomes an industrial country and when the 
produce of the country has to support a large industrial 
community ? 

(e) In South India, very large areas of land, especially 
rfeo lands, are held by tenants on an annual le^e. These 


people dare not increase th^ir acre yield for fear of either 
having their rent raised or being evicted. If they are 
evicted, they can gain no redress for mamirial residues and 
soil improvements effected by them. .This is a question 
which Government will have to face very shortly and it 
might possibly serve as a useful subject for discussion 
at the next Board meeting. 

16139. 4. In our opinion, the following are legitimate 
exports from India:— 

(a) Articles which do not impoverish the country such, 
e,y., as cotton, sugar, oil, rubber, spices, hides and skins, 
fibres, etc. 

(Z>) Some grains may be legitimate exports, but food 
grains as a whole, are not legitimate except when there is a 
surplus quantity as is the case with wheat in Northern 
India and rice in Burma, for example. 

Illegitimate exports are commodities, the export of 
which lowers the productive capacity of tho country 
such as, e.y., fish (except for food), whole oil-seeds inclu- 
ding copra, poonacs or oil-cakes, bones, horn and food- 
grams in general. 

16140, 5. At the present moment, fish is the 

cheapest form of nitrogen and phosphoric acid to be obtain- 
ed in South India, and yet the cultivator, except for special 
crops like tobacco, is unable to use it on account ^ of the 
high price caused by exports. The ex-faetcry price paid 
by exporters for fisk guano since the time of the armistice 
has risen from Rs. 45 per ton to Rs. 100, thet rice quoted 
in Colombo in February 1919 being R?. 160 per ton. 

The consequence ia that the bulk of this material leaves , 
the country instead of being utilized as a fertilizer to 
i*aise the yield of food crops. 

If the price were in the neighbourhoood of Rs. 85 per 
ton ill bags on the West Coast, it could now be used by 
the average cultivators, but ^ven this price can only be 
paid because the prices of food-grains are a%*. present 
abnormally high. 

Until the propaganda of the Agricultural Bppartment 
has succeeded in teaching the cultivator the value of 
this form of manure, the price should be kept as low^ as. 
possible since he naturally looks askance at paying a high 
price for a fertilizer about which he knows little or nothing- 

For example, at the new Cambodia Cotton Station at 
Anaraalai a start was made without any stock of manure 
or fodder and as a preliminary step 18 acres of fodder 
cholam (sorghum) manured with 5 cwt, of fish guanO per 
acre, are being grown. This crop has already attracted 
so much attention from passers-by that the Farm Manager 
has had requests from neighbouring farmers to purchase 
for them over 12 tons of this manure. ^ The price delivered 
is approximately Rs. 6 per cwt. and it would have been 
impossible to advertise a manure at this price without 
such a demonstration crop. 

The total quantities of fish manures available each year 
are strictly limited and quite insufficient to^ meet the 
manurial * demands of the country, hence this material 
comes within our definition of an illegitimate export, as 
there is never any surplus which could not he used for 
developing the resources of the country. ^ 

16141* 6. Bowes*— At present, the majority of the bone 
manures produced in South India are exported, Ceylon 
being the chief market. In 1910-11, 8,181 tons of 
bones valued at over 4 lakhs of rupees left the Madras 
Presidency. The effect of this export is to force up the 
price ; raw bone meal was quoted at Rs. 126 per ton and 
steamed bone at Rs. 130 per ton in Colombo in February 
1919. 

There is a certain sentimental objection against the 
use of bones' as a manure in this country, but this is being 
overcome as is witnessed by the increasing number ^ 
small disintegrators which are being .erected in the Madras 
Presidency* This is a tendency which ought to he en- 
couraged. The concqntiation of manufacture in a few 
places involves an increase in transport charges on bones 
to the factory and on manuxea from the factory to 
consumers* " * 
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^ XnohheT fSacior wbicK forces up the prico is tlie fac^b that 
Tji^f factories TOtist accept contracts and in order to fnlfii 
these they must ohtam the raw material at any price. 
This not only tells against themselves hnt against the 
small factory in the district. 

At present there are a large nnmher of oil engines 
scattered about the country lifting water, but not working 
full time. These could be utilized for driving bone 
disintegrators, the capital cost of which is small. In 
many cases, owners of these engines are quite alive to 
the necessity for keeping their machines fully employed, 
and are quite prepared to , crush bones if they could obtain 
these at a reasonable price. 

The product of the small disintegrator moreover usually 
contains more nitrogen than that of the large factory, as 
the latter separates the fibre for use in mimure mixtures. 
Consequently, not only is bone meal from the large factory 
most costly, but it is nob of such high manurial^ value. 

Soil surveys in the Deltas of the Madras Presidency have 
emphasized the urgent need for phosphates, and the 
demand for cheap phosphatio fertilizers is a large one, 
quite sufidcient in fact to absorb the present output ^ of 
bones. The districts in question represent above 5 million 
acres of irrigated riccr 

16142, 7. Otl-seedsmnd oU^cahes, — While there is a well- 
knewn deficiency of nitrogen in the soils of the Presidency 
an increasing export of oil-seeds and cakes is taking i>Iace. 
During the five years ending 1913-14, an average export 
of oil-seeds to the value of Bs. 085 lakhs took place, 
and in the year before the war, cakes were exported to 
the value of Hs. 65 lakhs. 

To take only one particular case, that of groundnuts, 
the total export of kernel tn 1913-14 was valued at 
Bs. 3, 44,48, €03. The legitimate export j^as the oil ^ in 
these seeds, valued at Bs. 2,93,34,000, leaving an illegiti- 
mate export of cake valued at Bs. 51,13,200. 

At the beginning of the war, there was a big drop in 
the price of oil-seeds, owing to the lack of shipping facili- 
ties, and a corresponding drop in the price of cake. Soon, 
however, neighbouring countries, accustomed to systems 
of intensive manuring and finding their European supplies 
cut off, bought cakes largely in tt^e Indian market and 
the price was forced up again. Now that the w.ir is over, 
there is a huge demand for cakes in 3lurope and the price 
is likely to go up still higher. At the present time, tne 
cost of cake is exhorhitant and it is difficult to obtain. 
A natunj consequence of this is that the price of food- 
stuffs has also been forced up. 

The oil-seed crop is a very exhausting one to the soil 
so that, if the bye- products are not returned to the latter, 
the result is a continual drain on its fertility. The ground- 
nut crop in Madras affords an excellent example. The 
extreme variations in the area of this crop in different 
parts of the Presidency from year to year show in the 
dearest’ possible way that the land cannot continue to 
support such crops. In South Areot, where the area 
unoer groundnut from year to year is more stationary, 
the crop is grown at the expense of the food crops. All 
the available cattle manure has to be applied to the 
groundnuts and the^ rice lands in consequence have 
decreased enormously in fertility. 

It should be borne in mind in connexion with this 
^hjeet that India is a country with a dense population, 
iMidthe pressure on. the land is already keenly fdt in 
UKkey parts, especially in Madras. It cannot afford to 
the gstwral soil fertility, therefore, in the same 
aS other countries with a small and scattered popula- 
imtk* Indians should be to increase the yield per acre, 
i^her than to bnng more unprofitable land into cultiva- 
idon, in an attempt to supply the food necessary for her 
peoples. This aim can only be successfully attained by 
coasaerving the fertility of the soil to the utmost possible 
ex&ntfeArsFventM possible losses of plant food. 

8* — The remedies we propose therefore, 

aie the following 

(4) In the case of fish and bone manuw, where the 
supply k strictly limited, we stroagly advocate total 
priMiUm 

£&) On the em of oilseeds and cakes the object should 
be, while permitfciug the free export of oil. to retain as 
much as possible of the residual cake. This implies two 
things, the encouragement of the oil crushing industry, 
in the country, and the control of the export of seeds and 
cakes. 

To meet this, w© isfuggesfe that an export tax ehoald be 
imposed <m the whole seed 'and the cakes. The amount 
of the tax necemry to attain our object is a matter fmr 


economists to decide and we suggest- that Government 
should at once take steps to examine the question. 

The time for introducing such a tax appears to he 
oppoiiune in view of the present great demand for oil in 
Europe. This competition will prevent the imposition of 
countervailing import duties on oil by the chief continental 
countries. The increasing production of cocoanut and 
palm oil in the less developed parts of the tropics during 
the next few years will probably go far towards solving 
the problem of the supply of facts and feeding stuffs in 
Europe. ^ 

16144. 9. The first effect of prohibiting the export of 
fish manures will be to bring down their price. Inquiries 
into the trade show that this will reduce'tHo profit of the 
middle man, and will not seriously affect the actual pro- 
ducers, It is to he expected that as the internal demand 
increases as a result of a wider knowledge of the value 
of this manure, the price will be steadied, and the present 
gambling in fish manures will be stopped. 

That there is a demand for fish manures and that this 
demand will increase as knowledge of their valae increases 
is shown by the fact that in the Knsaragod taluk of the 
South Kanara district the value of fish as a manure for 
tobacco is already thoroughly understood, and so great is 
the demand daring the period when this crop is manured 
that no guano at all is manufactured on this part of the 
Coast. The whole catch of fish is sold to petty cultivators 
direct from the fishing boats. 

In the case of bones, which are more especially required 
for cereals, the effect of prohibition of export will be 
much the same ; the small disintegrators scattered about 
the country will be encouraged and will increase in 
number. 

16145. 10. The general principle underlying an export 
tax is to encourasre the development of the oil-crushing 
industry of the country, and while providing every facility 
for the export of oil, to retain as large a proportion as 
possible of the residual cake for use in the country. 

The tendency of this will be to provide additional food 
for cattle, and to add considerably to the available manurial 
resources of the country, thus lowering the cost of pro- 
duction of the necessities of life. 

The careful study of the evolution ^ of agriculture, 
which follows the pressure of cultivation on the land 
with the increase of population, indicates that as a result 
of the diminution of grazing facilities the farmer is 
forced, not only to grow fodder crops, hut also to depend 
more and more on concentrated foods, and the increase 
in the cost of these has added greatly to the cost of pro- 
duction. This has been especially the case in the south of 
Madras, where the pressure on the land has developed the 
area of intensive cultivation under irrigation from wells. 

The use of cakes directly as manure is also bound to 
extend where such methods of intensive cultivation are 
in vogue. 

The difficulties of shipping transport imposed by the 
war have demonstrated the fact, that oil-seed crushing can 
be carried out in this ^country, and this industry, which 
had made such a proimsing beginning, will be encouraged 
by the proposed export tax. 

The great increase of price which has taken place in the 
Case of such manurial c-ikes as are not at px*esent exported, 
c.y., Pungam and Neem, indicates the rapidly increasing 
demand for oil-cakes as fertilizers, and that they could, m 
absorbed by the oountiy. We therefore believe that there 
would be no diffioultv in absorbing the increased supply of 
the other cakes which may be expected to become available 
as a result of an export tax. 

’ Further the increased demand , for cake will tend to 
improve the methods of production., If the oil has to he 
ex^r^d, instead of whole seeds, concentration qf the 
ernshing Industry and improved machinery must foHow 
and this will tend to improve the quality both of the cake 
and the oil. 

It is usually asked whether if the export trade of indi- 
genous fertilizers like bones, oil cakes and fish be stopped 
or considerably reduced, the country can absorb these. 
Provided that the cost was thus reduced to bring them 
within reach of the cultivator, we believe it. could. 

All planting and most irrigated crops would benefit 
from the application of such manures and the following 
table shows the area under such crops in South India. 

Taking the Madras Presidency alone, we see that out 
of the total cultivated area of in round figures, 34 
million acres, 12 millions would benefit by the appli^tjmi 
of manures or ^ per cent. Taking the whole 
India into consideration, the full figures $Lrh not 
but out of a total -^cultivated ^e» oj 43 mi^ioii - ^ at 
least 14t millions hanofit hy mantires dr ^4 pel*; cent. 
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Madras 

Presidency. 

Mysore. 

Travancore. 

Cocliin. 

South India, 

Area under cultivation • . „ . 

Area of crops available for absorption of indi- 
genous manures — 

34,056,446 

6,368,367 

2,009,180 

432,668 

42,866,661 

(1) Irrigated cereals 



10,052,234 

1,000,000 

(estimatefl) 

899,167 

216,693 

12.168,084 

(2) Imgated cotton 



197,813 

... 

... 

... 

197,813 

(3) Sugar . 



127,379 

32,287 

7,635 

43 

167,843 

(4) Rubber . 


. • • 

10,258 

115 

22,103 

8,r08 

40,484 

(5) Tea 



28,367 

109 

69,639 

... 

98,115 

(6) Coffee . 



52,686 

107,595 

7,782 


168,063 

(7) Chillies . 



279,260 

... 

•• 

... 

279,260 

(8) Onions and garlic 



60,080 

*** 

... 

... 

50,080 

(9) Turmeric 



49,028 

1 

... 


49,028 

(10) Betel vine 

• 


26,322 

... 

... 

... 

26,322 

(11) Areca-nuts 

« 


89,169 

... 



89,169 

(12) Plantains , . 

• 


115,772 

... 

... 

... 

115,772 

(13) Cocoauuts , 

« 


667,384 

... 

250,000 


807,384 

(14) P lower d 



4,512 

... 

... 

... 

4,512 

(15) Pepper , • 



71,100 

• •• 

... 


71,100 

(16) Tobacco 

. 


207,679’ 

16,120 

... 

»«« 

223,699 



Total 

11,918,943 

1,166,226 

1,266,316 

224,744 

14656,229 


Transport, 

16146. 11. Assuming tliat increased supplies of fertiliziers 
will be available as a result of the measures we have sug- 
gested, two other problems reniaiu to be considered, first, 
the question of cheap transport, and, secondly, the facilities 
for distribution. 

At present, tbe rates for manures on diifferent railways 
vary very mucb^nd require to be standardized. ^ Owing to 
manures being in many cases classified as obnoxious goods, 
if economy is to be observed, they must be carried as” far as 
possible in full wagon loads. To enable this to be done, 
co-operative distributing centres must be established and 
every encouragement and facility should be given to this 
desideratum. 


We would suggest that all cakes should be classed as 
manures and thus obtain a uniform rate. 

The whole question of railway transport was discussed 
by the Conference of Agricultural Chemists held at Fusa 
in February last, and the minutes of this Conference will 
be before the Board. 

Government in G. 0. JSTo. 1317, Miscellaneous, dated 
lOtb July 1919, have rejected the recommendations made 
by the Chemists’ Conference, but we think that a reconsi- 
deration of this question should be urged upon Govern- 
ment, cheap transport being vital to the existence of the 
country. 


Note by Dr, Gilbert Slater, M. A., D.Sc., Professor of Indian Economics, University of Madras. 


16147. I have leceived copy of a memorandum signed by 
Dr. Roland V. Norris, Government Agricultural Chemist, 
and by Messrs. H. C. Sampson and Rudolph D. Anstead, 
Deputy Directors of Agriculture, on the above subject. 

This memorandum advocates : — 

{a) The total prohibition of export of fish and bone 
manures. 

■(5) An exDort tax on oil-seeds and copra, exported 
whole, and on all oil-cake exported permitting 
~ the free export of oil. 


Of these two proposals, I 'advocated the second over three 
years ago, soon after my arrival in Madras. I have care- 
fully reconsidered the question since, and still remain of 
J“he same opinion. I would make the further suggestion 
that the proceeds of such a tax should be earmarked for 
Promoting agricultural progress. 

16148. There are always two possible effects of a tax on 
export : (1) that the expoit may be but slightly affected and 
„ , the tax yield a revenue ; (2) that 

lu s^eral, dUr 07 ed 


or greatly reduced. It is the possibility or tbe probability 
of the second result following the imposition of an export tax 
that causes such taxes to be comparatively rare fiscal ex- 
pedients. Since a tax on a commodity in transit usualiy 
falls ultimately rather on the consumer than on the pro- 
ducer of a commodity, export taxes would be very popular 
with Governments, because they would be mainly paid, 
by foreigners, if it were not for the fear of killing the 
tiade. With regard to the particular commodities in 
question, it has to be admitted that it is desirable, from 
'an Indian point of view, that tbe export trade in poonacs, 
whether separated cr still incorporated in the seed, should 
be stopped. The only question therefore that we have to 
consider in this connexion is that which is toached 
upon by tbe writers of the memorandum, the ques- • 

^ tion whether an export tax 
Ihespeoaleaseofoil-soods. 

present purchasers of those oil-seeds to put on a countervail- 
ing duty on Indian oil, in order to retain the crushing . 
industry, I agree with the writers of the mem<n-andum in 
thinking that there is no present danger of such cajunteje^ J 
vailing duties. The demand for, tropiq|l oils as, 
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raw material for margarine, for soap-making and for 
numerous other uses, was continually expanding hefoi’e the 
war, and the demand at the present time is far ^ in excess 
of the supply. It would therefore be most unlikely that 
any country would turn aside an available supply of oil 
and take steps that would cause Indian oils to be diverted 
to another market. 

16149. We have, however, further to consider the ques- 
tion which of the two objects aimed at by the export tax is 
_ . ^ , the more important. If we chie^ 

Export tax, high or low. desire by means of an export tax 

to raise funds which will enable the Agricultural Depart- 
ment greatly to expand the extent of its operations, the tax 
on the exported oil-seeds should be very moderate.^ If 
our main object is to develop the pressing industry within 
the Presidency, a small tax which scarcely checks thre ex- 
port would have little immediate effect. Personally I 
would recommend at the beginning the former policy. We 
have to recognize that while 1 he work of the Agricultural 
Department needs to be expanded very greatly, there are 
numerous other calls for increased expenditure on the part 
of the Government, and many of the most important 
sources of revenue are very inelastic. It would, therefore, 
be very helpful to have temporary assistance from the 
proceeds of an export tax. At the same time, even a small 
tax would act as a steady encouragement to the expansion 
of the oil-pressing industry, and in case the necessary 'or- 
ganization and intelligence is devoted to the development 
of the industry, in course of bime it should become un- 
usual to export any oil-seeds uncrushed. I therefore would 
r^ommend at the start a moderate tax on exported 
oil-^eds and a heavier rate of tax on exported poonacs. 
The tax on poonars might be adjusted to the tax on oil- 
seeds in such a way that a given quantity of nitrogenous 
matter whi-n exported pays the same tax. 

With regard to the pr<mo8al for prohibiting the export 
of fish manure and hones, I consider that this must be taken 
as two separate proposals requiring separate consideration. 

16150. I do not see any abjection to prohibiting the export 
of bones, or, what comes to much the same thiug, putting 
_ , on the export of bones a tax which 

xpor 0 ones. sufficient to prevent expor- 

tation after the local means of utilizing this manure have 
become sufficiently organized. 

16151. With regard to the proposal to prohibit the export 
of fish manure, I think this question ahoald be looked, at 
« . , ^ t _ „ f^om the point of view of the 

xpor 0 e anno. fishing industry as well as of 
agriculture. It appears to me tliat the fishing industry 
is capable of enormous extension, and that with regard to 
all eajble portions *‘f edible fish it is most desirable that 


these be converted into manure by the process of passing 
through the human body and not otherwise. I think that 
the friends of Indian agriculture, while rightly aiming at 
securing larger supplies of fish manure for the ryot, should 
endeavour to reaoh this result by way of increased catches 
of fish. I therefore would propose, in preference to pro- 
hibition of export, that a reasonably heavy duty should be 
levied on exported, fish manure, and on all fish which are 
not exported in such a way as to be fit for food on their 
arrival at the intended destination ; and that the proceeds 
of this export tax should be earmarked for the development 
of fisheries. 

16152. I would therefore recommend that the principle 
underlying the above recommen- 

Other exported agricul- (^^tions, the principle, that is, of 
ura pro uce. levying export taxes on Indian raw 

materials, the produce of Indian agriculture which are not 
in great demand in foreign countries, and of earmarking the 
funds so raised for the promotion of agricultural pro- 
duce, shoulil be extended further. I may mention that 
tlds policy bas been strongly advocated by my colleague 
Mr. H. Stanley Jevons, Professor of Indian Economics 
of the University of Allahabad, I need not go into the 
arguments in favour of such a course as they are suffi- 
ciently obvious. I may take the case of cotton largely^ ex- 
ported from this Presidency as an example. The writers 
of the memorandum under consideration describe the ex- 
port of cotton as 'legitimate** I would recommend a 
small tar, the proceeds to be earmarked in the first instance 
for agricultural development — 

(1) Such a tax would benefit the ryot.^ In the present 

condition of the market, a condition which is likely to last 
for as long a time as we need be concerned with,- the tax 
would have to be paid by the foreign consumer or the 
middleman, and it is most unlikely that it would in any 
way affect the price received by the ryots. On the other 
hand the cotton-grower would derive very great advantage 
from the investigations and demonstrations which would 
result from the use of this revenue by the Department of 
Agriculture. ^ ^ 

(2) It would apparently at the outset injure the exporter 
and the foreign purchaser of Indian cotton. But any in- 
jury which is received at the outset will soon be more than 
compensated by the increased efficiency of the Indian 
prod ucer. 

(3) It would doubly benefit the Indian manufacturer 
(a) in the first place by giving him a preference in the 
purchase of Indian cotton and (5) in the second place by 
improving the quantity and quality of the supply available 
for him within the country. 


Ora! evijeace of Mr* Sampson, Director of Agriculture, Madras, the 4th February 1922* 


16153. President, Mr. Sampson, you are Director of 
Agriculture, Madras P 
A, Yes 

, 16154. Q. As regards the first sentence of paragraph 6 of 
your letter, wiU you please explain what the local conditions 
are which have led you to the conclusion, namely, that the 
eadbension of profitable cultivation in Madras is impos- 
aiblaP, 

liffid available now for cultivation, which Las 
u| to now, is so poor in quality that it 

the whole area 
at pneaent and there 



.16156. Q. Theuydu say that in order to feed 


ftlah that Madras does not produce sufficient food- 
mfaa far tha maintenance of the pcpnlatiou of Madras. 
SiliMttSOf • 

A This Sftatement ia justified by the average produdaon 
of the kst 4 years. leetimate that Ibero is now, 6,000 
tons 

Does the prorlnos produce adequate food 
suites amdnf noma! seasons? 

M During normal seenons it does. ’ 

16158. Q. J net s^ut etinufh P 

d» Tee. I ha%!get the .figum hml Ths average 
estimated supply h ions. The eidiin^ied require- 

ments sue 8»736,000 tons. Of the tetid ^imstod suprfy 
are yie nei imports into Madras. 

16X59. Q. The supflieft include nbgimpe^^ 


A, Yes. 

16160. Q. The figure represents the supplies which are 
consumed in Madras and not re-exported ? ' 

A, Not re-exported. It represents the net imports. 

16161. Q. Therefore in normal years you have got 
practically no surplus at all P 

A, No. 

16162. Q. What is your population ? 

A, The population is 42,000,000. The estimated oon- 
sutriptiorj was worked out at 4 cwt. per head- per annum.' 

16163. Q. On what basis has this consumption been 
worked out? 

AL It is worked out at IJ pounds per day. 

16164, ft. Have you talcen into consideration the non- 
human consumption of food-grains, od-grains that may 
be csotwumed by cattle and other domestic animals ? \ 

A, Horse gram, which is consamed by cOTS’fff 
included'^ ’ > , ^ ^ 

16165. ft. You have not included hors'C gmm but yjou 
h*ve induded all other food-grains ? — 

A, Yes* 

16166. ft. What about eatlle ? Don’t they eat grain ? 

A, No* They eat cotton seed. 

16167, Q. In Madras are no food-grains used as cattle 
food P 

A, No food-grains, except possibly horse grams. I havb 
not inoludecL horse grams in my fi^urtes. 

16168. ft. Would you please give us a copy of 
statements as they will be very useful to nS. I'wanf 
to go into the records in full. (Witimss ^.handed- 
stetemenis which are appended to thi§ evidene5)v 

16*69. ftr Yoe thiiik that so far as Madras is ' 
only method by whi^ adiequate' : 



705 


grown to meet the ^needs of Madras with a fair surplus 
would he the adoption of intensive cultivation ? 

A. Yes. 

16170. Q. In paragraph 9 you say that The failui#Df 
txie monsoon in 1918-19 definitely proved that the present 
condition o£ food supply is inadequate in Madras. You also 
say that if an industrial population is to be created in 
addition to the existing agricultural population, where are 
their food requirements to come from ? There is no question 
of reducing the agricultural population,’* Why do you say 
so ? Cannot a portion of the labour which is now occupied 
in agriculture be taken away from agriculture «and employed 
in factories reducing that much burden on the land without 
impairing the productive capacity of the land ? 

JL I do not think it can. 

' 16171. Q. That is to say, you think that the amount*»of 
labour which is now occupied in the cultivation of the land 
is the minimum that is required ? 

A. Yes* ®^t ^ <3o not say that there is no scrplus 
available in the villages. Sur^us people are available, but 
they do not belong to the labouring classes. There is a 
large population engaged in agriculture in the villages that 
have time to spare, but they would not be of the agricultural 
labouring class. They would not be an industrial labour- 
ing class either.- 

16172. Q. Then what class of people are they ? 

A, They are the landholder class. 

16173. Q, That class would he very small ? 

A. No. They are a very big class. 

16174. Q. That is to say, you have got small piece of 
land owned by people who do not cultivate themselves. 

A. That is almost entirely the ca^^e in the rice areas of 
the southern part of Madras. In the case of rice lands 
practically all the land is leased out to tenants and the land 
holder lives on the profit. 

16175. Q. Then he must have sufficient land to enable 
the agriculturist to find his maintenance and also spare 
something towards the landholder’s maintenance ? 

A. The landholder’s .share in Madras is two-thirds and 
sometimes three-fourths of the grain produced. 

16176. Q. That is, the cultivator only gets one-third or 
one-fourth ? 

A. Yes. 

16177, Mr. Seshagiri Aggar, — In some places the 
cultivator gets hulf. 

A. It depends on the quality of the land. The tenant’s 
share is usually just about a living wage. 

16178. President . — In paragraph 12 {h) you say "As 
regards protection, India’s greatest protection is (1) the 
cheapness in the cost of living and every endeavour should 
be made to keep this down, (2) the cheapness in the cost of 
producing the raw materials required for industry.” How 
would you keep down the cost of living? You know 
that it has been going up by leaps and bounds during 
recent years. What would be your suggestion to keep 
down iie cost of living in India P 
^ A. I think free trade is one way by which the cost ox 
living may brkept down. 

16179, Q, We have bad free trade and the cost of living 
has gone up tremendously in recent times i 

A. There has been a certain artificial increase due to 
the boom at the end of the war. For inslancej the price 
of clothing has enormously risen to the cultivating classes. 
That was due to the artificial price of cotton. 

16180, Q. Then you think that under free trade princi- 
ples, which means that India should produce vm materials 
and import manufactured goods, the cost of living would 
remain low ? 

A. I think so. 

,16181. Q. Do you think the agricultural class, which 
forms the bulk of the Indian population, consumes much 
of manufactured articles ? 

A. It forms a big bulk of the trade that comes into 
India. 

16182. Q. But India is a big country. Have you any 
experience of .village life ? 

A> Yes, I have, 

16183. Q. Could you tell us from your experience 
whether any, and if so what, proportion of the imports, 
and what articles, go to the villagers for tbeir needs ? 

.4, 1 cannot give you any figures. Clothing, kerosine 
oil, metal for. vessels, brass, iron, etc. Iron is a very large 
item in village life. Itds required for implement, carts, 
shoeing cattle, and all sorts of purposes. 

, 16184. Q. In {the same paragraph) yon say "As judged 
by conditions in Madras, India can never hope to become 
m industrial country- as long, as her supply of foodstuffs 
^ lipaited to what are produced in India itself.” Will you 

TttAoaa avrklftTT* f.lifl.f. Timnf a littla tahta fnllv ? * 


A. That is really based on the figures I have given. 
Madras at present has just enough foodstuffs to maintain 
its population. If you are going to make a large 
industrial population in addition to your agricultural 
population, <fehere would not be enough food to go round. 

16186. Q. That is to say, you contemplate that an 
industrial population will be produced and will have to be 
maintai’md in addition to the population which exists at 
present ? 

A. Yes. 

16186. Q. No part of tie agricultural population conld 
be diverted to industries witliout impairing tbe producing 
capacity of the agricultuMi land. Is that your position? 

A. \ do non think it could be done in Madras.^ 

16187. Q, You don’t think that the population depen- 
dent upon agriculture at present is more numerous than 
what agricultuie could properly sustain. 

A. The population dependent on agriculture includes a 
large number of drones, that is to say, the landlord class. 
The actual workers are not, I consider, too numerous. 
India is a tropical country. The cost of weeding and the 
amount of lalour for weeding are so great that you have 
got to keep a large aj^ricultural population. 

16188. Q, Supposing industries are developed ' and the 
agricultural classes who are the tenants, are attracted to 
these industries hv higher wages and other temptations for 
their economic well-being and they are tempted to go out 
and join factories because after all tboy are only tenants 
and have no permanent interest in the land, what would 
happen to the landlord who would not be able to keep the 
tenant in competition with industries which would give 
liiglier wages ? 

A. I cannot say, hut £ know that naany of the tenants 
could not possibly get away. 

16189. Q. Why? 

A. Because they are indebted to the landlords. 

16190. Q. Have they sold their services practically 
permanently? 

A. Yes. ^ jf 

16191. Q. That is the condition throughout the Madras 
Presidency? , ^ . 

A. In the dry districts, for example the cotton districts, 
it is not so. In the rice districts it is the^ case. 

16192. Q. Can you give us the proportion of acres under 
cultivation of rice? It is about half, Ihree-fourths or 
five-eighths approximately ? ^ ^ 

A, Koaghly the area under rice is about 11 million 
acres. The total area under cultivation is 38 million 
aorek 

16193. Q. You consider that rice cultivation takes a lot 
more labour than dry cultivation. 

A. Yes. 

16194. Q. The lands under rice would require about 20 
per cent, of the population. 

A. Yes, quite. 

\ 16195. Q. The industries could draw for their labour 
from the rest of the agricultural population which repre- 
sents about 80 per cent. Therefore there would not be the 
same amount of difficulty which I was led to believe from 
the preliminary statements. ^ . 

A. But thfn so much of the cultivation is done by 
tho farmer himself that the landlord class man would not 


let him go. 

16196. Q. Don’t jou think that if that happened the 
cultivator could be * freed by legislation from tiie bondage 
and that ho could be drawn to industries, because we were 
told that would provide the necessary incentive to intensive 
cultivation. When the landlord finds that he has not got 
sufficient labour to cultivate Ids fields, don’t you think 
that he would be forced to resort to scientific agricultural 
implements and use other labour-saving appliances to 
carry on the cultivation ? Do you think that he will sit 
quiet and allow his income to disappeao: ? 

A. Well, it is very difficult to get labour-saving 
machinery for rice cultivation. You have got to plough 
when the field is under water and I don’t think there is 
any mechanical imifiement which could do this. The crop 
has got to be transplanted by band. Weeding has got to 
he done Joy hand. 

16197. Q. If that labour is drawn away, the ^ landlord 
will have either to cultivate the fields himself or let them 


> without cultivation. 

A. Yes, assuming that industries pay more. 

16198 Q. I am assuming that the industrial labour m 
bid more. There is a big margin of 80 per cent, from ‘ 
hich industries could draw r 
A. I think that you are wrong there. 

16199, Q. I am takitfgyourfigisres.* . ' ^ j ‘ 
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Ai Yoa are not taking mj figures. For instance, in 
the ceded districts a man with a pair of bullocks cultivates 
about 30 acres of land. 

16200. Q. You say that one man t^ith a pair of bul- 
locks cultivates about 30 acres of land. ^ 

A. Yes. 

16201. Q, W bat crop? 

X Cotton, Jowar, etc. Dry crops which are grown 
there. 

16202. Q. And for rice lands ? 

A, We estimate one puir of bullocks for 7 acres and 
besides a large amount of manual labour as well. 

16203. Q. Will you kindly give us these figures? We 
want to have a comparative statement. .You say that one 
individual with a pair of bullocks is sufficient for 30 acres 
of dry cultivation. 

A. Yes. 

16204. Q. For rice for the some aiea of SO acres how 
many individuals and bullocks are needed? 

A, About 4'J- pairs of bullocks. 

16205. Q. Individuals? 

A, It is difiicult to estimate. You uant quite a 
number. You want a large number for planting and 
weed in g« 

16206. Q Will you kindly say what number? 

A. I cannot say off-band. 

16207. Sir Ilmiechi/ee DacIcMo^, — Q. In human econo- 
my I see that you give a predominant place to cultivation 
of foodstuffs. 

A. Yes, yoii have to. 

1620B, Q. You are a Bachelor of Science. 

A* Yes. 

16209. Q. You have taken your degree in Agriculture. 

A- Yes. 

16210. Q, I understand from your note and your replies 
to the President’s question that you think that the 
first aim in national economy must be for a nation or for 
a province to grow its foodstuffs xip to its full standard^ of 
requirements. That is the doctrine which you are laying 
down P ^ 

A* It has to secure them. 

16211 Q. If I am wrong please tell me. I understand 
that every country in your opinion— here you are not talk- 
ing of Madras only — ^must as a unit grow its fo<idstuffs to 
the full requirement B of its population* 

A, I donH say that at all. 

16212. Q. You don’t agree to that. 

A, No. 

162X3. Q. If you don’t agree to that, how do you make 
your note consistent with the theory that other things side 
by side should not prosper. 

A. You have got to see where)youv foodstuffs are going 
to be grown. 

16214. Q. That is a predominant consideration mth 
every country. 

A. It is. 

T6215* Q. I will Just give you two cases. Take your 
’ own country Fngland. Did England ever gi’ow the food 
stuffs needed for her population ? 

A. It used to do at one time. 

16216. Q. It did at one time when there was not so 
much population as now. 

A* Yes. 

16217. Q. It never kept that standard before it. 

. Never. 

Q, Tike the case of damn. It does not grow 
in Ita own country r 
"It dices noti. 

llfllt. <1* I ^ give you. several other cases from 
European history where they dosu'^t grow all their food 
^uffs and wheise they largely depend upon imports. , Why 
do yem then attach so much importance to the cultivation 
ol foqdstJiffs in Madras ? 

A, Because it is such a large rice-eating country. 

16220* You attach this preponderating importance 
bemuse in your opinion Madras has a rice-eating popula- 
tion.? 

A* Yery la^ly that. 

U62il. Beeimse it has a large rice-eating population, 
it must grow its own rice f 

A^ No, I have suj^eefced in my note that Tdadraa 
has got io colonise. 

Q. That is another question. I am now refer- 
ring to the point which you lay stress on, that Madras must 
sti<& to the growing of rice. It is a proposition with 
which I cannot agree and I should like to have some 
further information in order to clear up my views on the 
subject You say that becauae Madras eats rice which is a 
tropical food-grain, it must oaffivate ricp P 


A.Jit must under present conditions till it can get its 
supply of rice from elsewhere, 

16^23. Q: At present it gets its rice from Burma ? 

It gets a certain amount, but there is no^ other 
country which grows rice from which Madras catn import 
her requirements. 

16224. Q, I understand that you are Director of Indus- 
tries P 

A. I am Director of Agriculture. 

16226. Q, Working under the Minister for Agriculture ? 
A. Minister for Development, the Hon’ble Mr. Heddy. 
16226. Q. The Hon’ble Mr. Eeddy was examined by us 
yesterday. He is a born agriculturist. He comes^from 
the community of agriculturists and he was a — I won’t say 
violent-— very strong advocate and supporter of industries 
in the province. He thought that it was very necessary 
from the point of view of Madras, and that the indus- 
tries, if started, would really eliminate the present miseries 
and the poverty of the agricultural classes. That was his 
view, the view of a man born in the country and having 
his interests in the country. Have you got any special 
reasons to differ from his view ? 

A. I was not here when he gave his evidence. 

16227. Q. I have given you the sum total of his 
evidence P 

A. You seem to forget that agriculture is the main 
industry of India. 

16228. Q. I know, ‘that, but it does not necessarily follow 
that because agriculture is the main industry of India, India 
should not develop her other industries, and that it should 
remain life-long an agriculturist country P 

A» You have got to protect your agricultural industry. ^ 
16229. Q. Your view is that India should always remain 
an agricultural country. You are a Bachelor of Science. 
Can you tell me any country which has become great, inter- 
nationally great, wealthy and important by remaining an 
agricultural country ? 

A. Several of the Dominions have, Canada has, Sonth 
Africa has, Australia has, New Zealand has. 

16230. In South Africa you have got mineral' re- 
sources. In Canada they are taking to industries P 
A* Agriculture has gone by up leaps and bounds in 
Canada. 

16231. Q. So in India. From what you argue; I think 
that we should not go in for other industries,* at least 
Madras should not. I will meet your argument in another'^ 
way. I should like you to throw some light on that point. 

If you improve the purchasing power of a community, woUld 
not their improved purchasing power enable them to 
buy their foodstuffs without any difficulty ? They Could* 
import the foodstuffs, if they have got the purchasing 
power P 

A, If there is a place from which Madras could import, 
16232. Q. Yon need not concern yourself about the 
world’s affairs. You don’t moan to say that India will be 
starving without food if we turn our energies to iudu^ries;- , 
You don’t go to the extent to say that India will not -get 
food supplies P ' . . 

I do. ' : 

16233. Q, You must be an alannist if you ta*ke that 
view. I am afraid that it is a very serious view which has 
never been placed before us P 
A. Every nation in the ‘East has got to protect itself. 

I was in Indo-China, last year, and every country in the 
Ease was there, scrambling for rice to supply their requite- 
meats. 

162B4* Q. You don’t think that the purchasing power ' 
of a community will help them to get foodstuffs imported 
and Kve on them P 

' JL Not unless you develop the country which is going 
tO’ "export the foodgrains. It must be somewhere in the 
troplee %l^h is uot already developed— . ^ . 

I62B5. Q. For how many years lias ludia -devefeped 
her food grams P , 

A, Centuries. 

16236.. Q. Don’t you think ^at during' these centuries if 
India had some other avenues of • employment and some 
other means of living the population would have been 
happier and more comfortable P 
A, I can not say. 

16287. Q. In answer to the President’s question, you 
said that the landlord’s shaie of the profits of the cultiva- 
tion is «D excessive that it leaves only one-fourth to the 
cultivator himself. 

A, Yes. 

16238. Q. Taking that argument of yours^ don't, jbu ' * 
think that the cultivator is satisfied with his frugal ahm'c ai 
present and works under this bondage because he * hir.gisfi “ 
l>o other source of employment in your piovisce P If he 
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iaad other callings to turn his attention to, where he could 
get more, his lot would he much more comfortable and 
happier? 

Jl. If you could feed him, 

16239. Q. You cannot feed the cultivators*' without 
industries. You must have some sources of employment. 

A, You cannot carry on industries without having food 
to eat. 

16240. Q. According to you, you have got to feed. 
There may not be quite enough food, but you are not much 
short. 


A, Two years ago we were a million tons short. 

16241. Q. The whole of the Madras Presidency is not 
confined to the cultivation of foodstuffs. Some of your 
saner cultivators are taking to cultivation of cotton which 
gives them a larger yield, gives them a larger purchasing 
power. These cultivators don’t grow foodstuffs but grow 
cotton and make money. Therefore they are more comfort- 
able than the foodstuffs grower. 

A, In some W'lys, they are, 

16242. Q. They have got money to buy their foodstuffs. 

A, Two years ago this was what happened. People 
took to growing cotton extensively In Coimbatore. They 
could not get food to eat, nor fodder for their cattle. They 
lost all the profits in buying food. 

' 16243. Q. Madras has been peculiarly fortunate. You 
have not had famines like other provinces. 

A, We do. 

16244. Q. But seldom when compared with other pro- 
vinces. „ , . ^ 

A, Because we have got big protective irrigation works. 

16245. Q. You say To pay for these, the grower must 
either grow money crops or must get a higher price for his 
grain crops. Any import duties, therefore, must increase 
the area under money crops and still further force up the 
price of food grains.” Your argument then is that import 
duties have the indirect effect of forcing up the prices 
of food grains by increasing. the area under money crops. 

A. That is one reason. 

16246. Q. That is the reason you have^ put in. Is not 
that state a natural transition from primitive society!^ In 
every civilised society you find that sort of transition. 

A. I do not know. This is the only country I have 
had experience of where the food grain is entirely grown 
in the country itself. ‘ 

■ 16247. Q. Then you say that in Madras the tenant is 
generally indebted. He cannot leave his bondage to go 
elsewhere to do anything else. Why is he iiidebted. Is it 
not because he is confined to the -agricultural industry ? 

' A, It is usually because of his marriage ceremony, birth 
and death caremonies, etc., in his family. , 

16248. Q. This is not a peculiar phenomenon to Madras. 
It is the national Hindu life. 

A> I am simply telling you how his debts arose. 

16249. Q. In every country, in every province it is the 
same story. He is not able to get rid of his indebtedness 
because he has got no saving beyond a bare existence 
according to you. 

A. Yes, I don’t see how if he is earning industrial 
wages, he would be any better off*. 

162501 Q. He bas not the saving and therefore he is 
permanently indebted. Is that not so ? 

Ai Partly that and partly he has not got the power of 
saving. 

16251, Q. How is this saving to be built up if he is 
continually in this industry where he is in perpetual 
bondage ? Saving I understand from an economic law is 
the fruit of labour, personal skill or capital or anything 
else.- If he has got the skill, won’t he save P 

A, He may or he may not. 

16252. _Q. In paragraph 12 (a) of your statement j'ou 
say “ If revenue is required from import duties, necessities 
of life should be immune from such, e.y., in the case of 
cotton goods, only such goods as are of the finer qualities 
than are necessities for clothing should be taxed.” I 
gather that you want coarse cloth to come in free of 
import duty. 


A, Yes, I do. 

16253. Q. That is your position. 

A, Because it is stich a fearful tax on the people. 

16254. Q. Therefore it ought to come in free P 
A, Yes. 

16255. Q, In your Presidency do people prefer foreign 
piecegoods, I mean coarser foreign pieoegoods, to Indian 
goods? 

A. They did before the war, because they were cheaper. 

' 16256. Q. They preferred these ? 

:A^ Simply because they were cheaper. - - - 


16257. Q. Don’t you think that if there were more mills 
in India, they would also make cheaper coarser cloth just 
as the foreign manufacturers ? 

A. They might. 

16258. Q. If there were more mills in your province 
and more coarse cloth manufactured in the country, would 
not the masses get cheaper cloth? 

A. They will get it cheaper, but I cannot say that they 
will get it cheaper than if there is free competition. 

16259. Q. If there is competition in India by more 
mills being started, would not the masses get the coarse 
cloth cheaper ? 

A, Yes, but I cannot say they will got the cloth cheaper 
than under free trade. 

16260. Q, You still think that the English piecegoods 
may be cheaper. 

A. I cannot say. 

16261. ,Q. There is a possibility ? 

A, Judging by the way in which mills are making 
money at the present time in India they are not going to 
be cheaper. 

16262. Q. That is because there are not more mills. 
Would you like to have more mills or not ? 

A. I would, 

^ 16263. Q. How will you have these mills if you don’t 
give that industry at its initial stage some sort of protec- 
tion to compete with the foreign industry ? 

A, It is not in its initial stage. It is I think a well 
developed industry. 

16264. Q, If you cannot get an article cheaper locally 
and if you have to depend for that article on imports, it 
shows that the local trade is not able to compete with 
the foreign tiude. In that case, would you not foster the 
local trade P 

A, In Madras. 

16265. Q. Not in Madras but in India P 
A, I thii that the industry is a well developed one, 
16266. Q. — I am taking your argument that you cannot 
get cloth cheaper, English manufactured goods come iu 
cheaper, and therefore I am asking would you not make 
them cheaper in the country ? ^ 

A, I would if I could, and I do not know why it 
should not be. England has to import its cotton from 
America ; she has to pay the cost of transporting it to 
England and then the cost of bringing it to India, Surely 
it is big enough protection for the Indian cotton industry 
to develop. 

16267. Q. You say you cannot get it so cheap as foreign 
goods. 

A, I do not say you cannot produce it so cheap, what 

I say is that you do not get it so cheaply, 

16268. Q. To sum up, your argument is that India 
should permanently remain a producer of raw materials 
for the benefit of other nations. 

A. As long as she is dependent on her present supply 
of foodstuffs, 

16269. MT.JammdiU Dwarkadas^ — Q, Mr. Sampson, 
talking about cotton doth, you said that before the war 
they could get cotton cloth cheaper from England than 
they can now. 

A, I did not say that, I said that people could buy 
imported cotton cloth at a cheaper price than locally made 
cloth. 

16270. Q. Don’t you think that even now, in spite of the 

II per cent, duty, they can buy that cheaper ? 

A* I think they may be able to buy J apanese cloth, but 
not Lancashire cloth. 

16271, Q. What do the poor people buy, foreign or 
Indian cloth ? 

A. They want to buy whatever they can get cheap; 
They want value for their money. 

16272. Q, You think that there is no chance of India 
being an industrial countiy. 

An 1 cannot speak for the whole of India ; I can speak 
only for Madras. 

16273. Q. Speaking from your experience of Madras 
you say that India can never become an indusuxial country. 
Do you think that India is solely dependent on agri- 
culture ? 

A^ 67 per cent, of the population is. 

16274. Q. Do you think that the economic condition of 
India has been satisfactory all these years ? 

A No, I do not. 

16275. Q, So, you will admit that if she continues to 
depend upon agriculture as she has done in the past, there 
is no likelihood of the economic condition improviag P 
A, I do not know if the agricultural improvements axe 
going to mitigate -it. Co'^opetstive" credit ought 4^ 
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a lot of improvemont in the economic condition of tlie 
people, 

16276. Q. *But industry ought to he really the one factor 
which would mahe India rich ? 

A, It might make a few Indians: rich, hut the majority 
of people I do not think it will. 

16277. Q, Let us take the case of ouier nations. .What 
is it that contributed to their prosperity ? Let us take the 
case of the United Kingdom. What made the United 
Kingdom rich ? Is it not her industrial growth ? 

A. Industrial growth and trade. 

16278. Q. One can therefore legitimately conclude that 
industrial growth and trade would make India rich ? 

A. If India can get enough food to feed itself. That 
is the main crux., 

16279. Q. Is there any danger of India not getting 
enough food to feed itself? 

A. In Madras there is that danger certainly. 

16280. Q. Do you think that the large proportion of the 
population which is now engaged in agriculture is required 
for it? 

A, Those who are engaged in it are required for it. , 
16281. Q. You state that 6^' per cent, of the population 
depends upon agriculture. Do you think that all this 67 
per cent, is required for producing the food that India 
wants ? 

A^ Yes, all the labouring classes certainly. 

16282, Q. And you cannot dispense with a portion of 
that population for industrial purposes ? 

A, Not without reducing the efficiency^ of your agri- 
culture and therefore reducing your crop yield. 

16263. Q. po you seriously think that it will affect the 
Crop if a portion of the labour is attracted to industries ? 

A, I certainly think it would. 

.16284. Q, At present you do not apply s(*ieutific methods 
to agriculture? 

J, Yes, we do. 

1628S. Q. Not to the extent that they are used in 
civilised countries? 

A. Don't you call India a civilised country ? 

16286. Q. I do not say that India is not civilised. Are 
scientific methods of agriculture applied in this country on 
the scale on which they are applied in other countries ? 

A, Not hy any means.^ 

16287. Q. If those scientific methods are employed don’t 
you think that India would produce more with less labour ? 

A* It would produce more with the same amount of 
labour. 

16288. Q, Assuming that it is so, don’t you think that if 
you want to introduce scientific methods it is easier' to do 
that with a smaller number than when you have a large 
number of uneducated men ? 

A. There would still he a large number of uneducated 
men. The difference in propagandist work if you reduce 
the population will he very little indeed and we are 
merely touching the fringe of it at present. 

16289. Q. There are certain tests of a country’s pros- 
perity. You ask whether agricultuie is flourishing. Ask 
that question about India. Since the advent of the Britisli 
people is the economic condition of the agriculturist such 
as to justify our saying that agriculture is flourishing ? 

A, The economic condition of the agricultural popula- 
fefo has iznproved greatly in the last few years. 
imo- Q, I am asking you whether it is satisfactory ? 

1 do nol think anybody is ever satisfied with aiiy- 
1 1 is a lymstion o! degree, 

in the official reports that they 
ytlim andthat a number of the 

of idarvatiou,. DO' yon think 
fib m a saikfaetoty , 

, JL Ho, Ido ^ - 

16292. Q. Then, the seeosd test is ; are its ii^ustries 
llmstriahing? India’s induBtriaL growth -hag hot been 
eveir to justify our asking that qnesfcion.. Is not 
IW4lL&e«$ef . 

A. It ait depend* upon what you call industries, I 
Don’t you? 

, Q. STou admit that agriculture is not flourishing. 

A U ie flourifthiag, Because people are starving Sb 
doea nel follow that agriculture is not iourisbiog. , 

J6S94 Q. We Imx that the people are^too weak to 
work. Why are they too weak to work P 
A. Old po^orty. 

I6895i Q. Why do they die so early? The life period 
of the Indian labourer is 40 yeara 
A, I should say it k mnoh moih in certain parts of 
Madras.^ The hoftsing conditions are had. 

16296^ Q. The housing conditions are bad, they are dis- 
eased, yw admit all this. And yet you say that Indians 


greatest protection is the cheapness in the cost of living and 
that every endeavour should he made to keep this down. 
You yourself admit that India’s cheap way of living is 
the cause of India’s poverty. India’s increased death rate 
and the ' shortness of life, and yet you say that this 
cheapness should he kept down, 

A, If the quantity of food goes down you will have 
much more death and suffering. 

16297. Q, You admit that the people are in a miserable 
state and that their standard of living is low. Then how 
can you say that the cost of living ought to be kept down ? 

A. If you are going to put the cost of living up you 
are not going to make them richer. 

16298. Q. Will not the country be ?nade rich by in- 
dustrial pursuits ? I mean if this dependence on agri- 
culture is divided between agriculture and industry ? 

A, I should like to see it very much, but I do no see 
how you can do it before you have got enough food. 

16299. Q. But why is the cost of living cheap for the 
average man? Is it not because he does not get more 
than one meal a day, because housing conditions are bad, 
etc.? , 

A. Take the Government clerks, for instance. Ten 
years ago they were well off with Rs. 20 a month, but 
they are not now well off with Rs, 50 a month. 

16300. Q. What is it due to ? It is everywhere the same. 

It is due to world conditions. 

A, You keep the cost of living down and you will have 
very much nioi’e saving in the country. 

16301. ft. What is that cheapness? It gives him mis- 
erable houses ; it increases the death rate; and it hardly 
gives him one meal a day. Would that kind of cheapness 
be tolerated in England for a minute ? 

* A. That is not what I meant by cheapness in the cost 
of living, living in hovels and not having enough food to 
oat. What I meant was that if the prices of your food- 
grains must be kept down to tbe level which the people 
can afford to pay. 

16302. ft, W hat do you mean by saying that cheapness is 
an advantage and it must be kept down? 

A^ It is a great protection because the greatest industry 
in tbe country is agriculture and the profits of agriculture 
are due to the sale of what the agriculturist produces. 

16303, ft. Then my question is what admittedly is the 
cause of the misery of the people ? How can this cheap- 
ness be an advantage and how can 3 ou advocate its per- 
petuation ? 

A. I am not advocating its perpetuation. 

I 6304 Mr, Mant — ft. Mr. Sampson, I think there has 
been some little confusion on that last point* I understand 
what you advocate is keeping down the cost of living by ^ 
keeping down prices. You do nob propose keeping down the 
standard of living in" any way. By lowering prices you 
enable a higher standard of living to be attained on the 
same rate of wages. 

16305, ft, I wish also to clear np your position as 
regards the food supply. I understand that you consider 
ifc~vital in tbe first instance to ensure the food’ supply of 
the population and that you think it would be dangerous to 
take any action which would tend to decrease those 
supplies, unless you can See a foreign source of supply, 
and at present you cannot see any source of supply of 
the sort of food-grains which this presidency requires ? 

A, I cannot see any in the near future. 

16806. ft. That is really what ;^ou meant when you were 
trying -io explain to Sir Manockjee Dadabhoy. I under- 
stand that you had some practical experience of that a , 
couple of years ago ? 

A. VI hen there was a shortage of rice in China* Japan, 
Siam and the Malay Peninsula and the Archipelago. 

16307. ft. 1 understand there was great difficulty in 
-eiettksg^^jjpplies of riice for this presidency. _ , ^ ^ 

A, There was a regular scramble foi^ rio^ f 
of thflJEaat, and iiwas,jp|dy Ahe ^QverJW^fe of india*^^ 
action by earmarking Burma yioe, t&afc we cot it. 

+ 163QS# „ft. The, Government pf India. had to control the 
fixp<Hii.o£JBanna.tk^ in order to feed this part iff India . 
amongothers? ' . " 

A. Yes. 

16309. ft. In paragraph 3 of your note you say thatlihe 
main reason why India has been a cheap country is that she 
-oats grains which are hardly known in the World’s 
markets ? 

A* That is BO. 

16310. ft. Is not that a condition which is rather passing, 
away with the improvement of transport ? ’ . 

A, I do not think so. Rice is really the only 
is known ofltside India. ^ ' v-' -ar, • >* , . 

16311, The ft. Bice aM 
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A, We do Tiot have anything to do with wheat. 

J6312. M/\Mant — Are not these grains to a great 
ei:tent interchangeable ? 

* - A. People who live on a rice diet cannot eat other 

food-grains. 

16313. Q. Wed, if they are not directly known in the 
world’s markets they are surely affected by the price of the 
grains that are exported to the world’s markets ? 

A. They are to some extent, hut not to the same extent 
that they would be if they were on the world’s markets. 

16814 Q. Because the arguments you use later on in 
regard to competition between food crops and money crops 
surely applies to competition between the different classes 
of food crops. 

A. It is influenced to some extent, certainly, hut even 
then the food-grains of Madras are very much cheaper 
than the food-grains of the other parts of the world. 

16315. Q. Of course, you do nut export much in the way 
of food-grains. 

A. We have not much to export. A certain amount 
of rice is exported from the Madras coast, but that is made 
up by what comes in from Burma. 

16316. Q, Your conditions are quite different from what 
they are in Upper India where tiiere is active competi- 
tion between the different food crops, gram‘, wheat and 
barley. If there is a very high price for one crop it wiU 
supplant the others. 

A, In a rice field you must plant rice and nothing 
else. 

16317. Q. With closer connection between India and the 
world’s markets, this condition of things is bound to pass 
away gradually and the cost of living in India is bound to 
rise, owing to buying and selling so much in the world^s 
markets ? 

A, It is hound to rise. 

16318. Q. That is why I wanted to ask you whether you 
think it possible for that coiiditicn of things to remain ? 

M. I think it will remain partially. 

16319. Q. And that is why you object to pioiection. 
You think protection will accelerate the process of rise in 
price and the rise in the cost of living. 

: A* It will certainly do that, I think. 

16320. Q. I am trying to find out what is at the bottom 
of your objection to a policy of protection. You say it 
would tend to rise prices and the cost of living. 

, A. I certainly think it would. 

16321. Q. You say that your views on the question of 
export duties are given in the appendices to ' your note. 
There is an important question 1 should like to ask you 
something about. Can you tell me when those appen- 
dices were written P 

A, In 1919 or 1920,— before the last meeting of the 
Board of Agriculture. 

16322. Q. Our time is limited, and I have not time to go 
into each of them iu detail, hut I should like to have your 
views on one general difficulty whieii strikes me iu regard 
to these export duty on manures. Have you got a suffi- 
cient internal demand to justify the interference with 
the export trade which an export duty would involve ? 

A. I certainly think we have in Madras. 

16323. Q, These notes make it pretty clear that you want 
a great deal more propaganda, demonstration and education 
before you can get the manures generally used in the 
country, and in the meanwhile you would he interfering 
with the comparatively large trade. 

A, As far as oil cakes go, we can easily use all the oil 
cakes we* have in Madras. We have been working out the 
figures for groundnuts, and I find there is only enough 
groundnut cake to manure under a million acres of rice. In 
some parts of the country ' it is the common manure for 
rice now. 

16324. Q, But is not a large propurlion of the groundnut 
exported ? 

A. Yes, that is so. That is why we ask for an export 
duty on oil seeds as seeds. 

16325. Q. But that would largely increase the local pro- 
duction of oil cake ? 

A* Yes : it would. 

16326. Q. Would the demand grow as fast as the pro- 
duction ? 

A. I think so. 

16327. Q. Would the production grow very rapidly, if 
you had an export duty ? 

A. I could not say. , 

16328. Q. But until it did grow you would be penalising 
the agriculturist by amexport duty ? 

A- To a certain extent. . 

16329. Q. Is this oil cake used directly • as manure or 
given to cattle P* 


Castor cake is always used directly as manilre. 

16330. Q. One other question, as regards fish manure. 

I notice that in a note by Dr. Slater, which forms one of 
jour appendices, he says that it appears to him that the 
fish industry is capable of enormous expansion. If you 
put on an export duty won’t you retard the^ expansion 
of that industry and really chock the production of fish 
manure ? 

A. I do not think so. At present the manufacture of 
fish manure is only in the hands of middlemen. It is not 
done by the fishermen themselves. 

16331. Q, And what has stopped the expansion ^ at 
present. ^Is it not the want of a large demand at high 
price ? 

A. Ho. There is a certain amount of uncertainty 
about it. I he supply of sardine fish on the West Coast is 
apt to fail. This year they have not turned up at all and 
all these factories, about 250 in number, on that coast are 
lying idle. 

16332. Q. You rather doubt that statement^that it is 
capable of expansion. 

A. I am not a fisheries expert, but I know that a groat 
stumbling-block in the expansion of the manufacture of 
fish manure is the great uncertainty about the supply of 
sardines, and if the sardines do not come in the bigger fish 
that feed on them won’t come iu either. 

16333. Q. If you could encourage the fish to come into 
the coast tho production of manure would expand ? 

A, We want to keep it in the country because the 
country can use the whole of it. 

16334 Mr. Birla. — Q. You said in answer to Mr. Jamna- 
das Dwarkadas that the masses would prefer to use foreign 
cloth when it is cheaper than Indian mill-made cloth. 

As a matter of fact, foreign cloth is cheaper to-daj. 

A, The import price may be, but the retail price may 
liot be. 

16335. Q. You cannot expect the difference between the 
retail price and the imported price to he very large. You 
can at present get a Manchester-made dhoti for Rs. 3-y, 
but you cannot get an Indian mill-maie dhoti for E8.'5. 

A. What quality is that P 

16836. Q. The same quality. You cannot get a pair of 
Indian made dhoties at Es. 3-8. Of course, I am talking of 
the coarse thing. 

A, There is no reason why it should not he, judging 
by the ^jofits Indian mills have been making for the last 
two or tmee years. 

16337, Q. Foreign oh.th is cheaper. In spite of that Uie 
inclination of the peenie in India is to c msume Indian 
made cloths and not foreign mode ones. 

A, If that is so, then the trade doea not want any 
protection* 

16338. Q. Thatshowsthafc they want protection and that 
they are prepared to give that protection themselves. Is 
that not so? 

A» I cannot say. 

16339. Q. Do you really think that embarking on indus- 
tries* in India will be dangerous to the country ? ^ 

A* Ho, X do not say so. There are industries which 
I think India can embark on quite well. For instance, 
there is metal work. There is no reason why it should 
not be organised and worked as an industry. 

16340. Q. Are you opposed only to the cotton industry ? 

A* I am not opposed lo the cotton industry. 

^ 16341. Q. Then which industries are you really opposed 
to? 

A^ I am opposed to creating a large industrial popula- 
tion. 

J6842. Q. What is the industrial population of India? 

A. 1 cannot say. 

16343. Q. Howdoyouknowthafc if industries are ex- 
tended in this country, a great portion of the agricultural 
population will he diverted to industries ? 

A> That is what has happened iu other countries. 

16344. Q. In what countries ? 

A^ In Europe, in England, Germany, etc* 

16315. Q. Do you think the condition there very satisfac- 
tory? 

A. What sort of condition ? 

16346. Q. The economic condition ? 

A. No, it is not at present. 

16347. Q. Yery baa, I think, in comparison with India. 

A* I do not think you can make a comparison between 
England and India. 

16348. Q. Are you opposed to industry ? 

A. I am not opposed to industry. ^ ^ ’ 

16349. Q, Then you say that the agricultural interest will , 
suffer if you embark on industries in India io a 1^^ 
extent. . 
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J., I cannot talk of Tmlia : T only know of 

What I say is if you are going to start industries on a 
largo scale, you have to carry away the labourers to the 
indoslries. 

16350. Q. Out of the total population of Madras wbat is 
the proportion of the agricultural population ? 

A. I cannot say. The census shows about 67 per cent., 
say 2-3rils. 

16351. Q. What is the remaining l-3rd doing? Is it 
idle? 

yl. I eannol. say what they are doing ? The census 
report will show what they are doing. There are the- 
bncklayers, masons, carpenters, coppersmiths, etc,« 

16352. Q. Are their wages high ? 

A, They have inorv’ased in the last few years. 

163<53. Q, On account of the increased cost of living, 
perhaps ? 

A. Very largely. ^ 

16354. Q, There is no great demand for labour I think. 

A* For agricultural labour tbero is no great demand. 

16355, Q, Do they import labour from other provinces? 

A. except to a small extent from Mysore. 

16356, Mr, Beshagiri A^^ar, — Q* You say, Mr. Samp- 
son, that there is no possibility of the expansion of agiienl- 
tiiral tracts in Madras. You know during tbe recent years 
there have been three or four irrigation schemes for ex- 
tenrling agriculture. Will they not bring fresh lands 
into cultivation?^ There is the Paohampet I'eservoir 
scheipe in the Trichinopoly district for which T have been 
working. Will that not bring a large tract of land into 
cultivation ? 

A* Is it not under cultivation now ? 

183^7# Q. “No. I believe it will bring thousands of 
acres, I will ^ive you another project, the V<»nnar 
project,^ It is intended to bring the lauds in Pattu- 
Kotta in the Tanjore district into cultivation. You 
know that I suppose. 

A, Yes. 

16858. Q. T believe Government have been spending 
large sums of money on this, but it has not yet been 
completed, ^ There is that project. 

A, That is intensive agriculture. 

16859. Q. I think it will bring dry lands into cultivation. 
Take, for instance, Manaparai in the Trichinopoly district. 
Kothing has been done^ there, because the lands depen 1 
on the precarious rainfall. In these circuiastances, 
Government have been thinning of a scheme which will 
cost about 3 c.'ores of rupees. If this scheme succeeds 
then the whole of Mana|>ain.i will come under cultivation. 
There is an other scheme which was sanctioned last year 
for irrigating lands up in the north in the Vizagapatam 
district. If these schemes come into fruition, I am quite 
sure W8 wid have something like ten lakhs of acres brought 
under cultivation. 

A* Most of these lands are now under cultivation. 

1636U. Q. Ko, I cannot speak much about Vizaga- 
‘patam. But take the case of the Tanjore and Triciiinopoly 
districts. 

A, There is a large tract of saline land in Trichinopoly. 

1636].^ Q. I here are sandy tracts which can be converted 
into cultivable land if you got proi)er in-igation. What I 
want to j-h<jw is that you arc not quite accurate when you 
there is no chance ofiho possibility ,of expansion 

agriculture. » 

you use the artificial means that you 

Quile 'sc, ^ - 

coi^itions there is no possibility. 
B b % trtifioial mean^ that you mt 

hnn$m ImdB into cuHIrnkm* 


be required ? ' 

J. Ttm lu time that will emlainly be the oasoi 
, I6S64 ft. Why <b you say they will require more ? 

A, I have exq^hkined it im paragraph 9. 

i6360'* 'ft’« 1 don’t quite understand the position. , 

4* I say ^at if an industrial population is to be 
ersatad in addition to the existing agriculthial population 
where aie their food requirements to oome from ? More 
aanitaiT housing arrang«oaeitts which will, doubtless, be 
inaMedupon for the maintenance of industrial labour' 
and the higher standard of living which the wages paid 
to the iadustrial labour will involve will all tend to create 
alA^e addition to the population. 

1^66. ft* I thought that the whole gist of your argu- ' 
ttienfe was that there would be a diversion of persons from 
agricultural pursuiU. 

It wdll be the ease in the first instance* 


16367. ft. In that case ihere wHllbe no increase in the 
number of people who will require to be fed. 

A. Not in the first instance. In those countries 
which have developed industrifilly, the population has 
increased. 

16368. ft. As regards feeding there is a chance of ex- 
panding the agricultural area in Madras. You will find 
there are irrigation projects elsewhere also which would 
undoubtedly bring large tracts of land under cultivation. 

A. That is only one hundred thousand acres. It is 
nothing. 

1 6369. ft. I say ten lakhs. Then coming to another 
matter, you said that in the Ceded districts about 30 acres 
be cultivated by one man with^ a pair of bullocks. I 
don't know anything of the conditions there. So far as 
Trichinopoly and Tanjore are concerned we do not give 
more than 2 to 3 acres to one man with a pair of bull- 
ocks. 

A. I have been working in the Tanjore district, and 7 
acres of wet land have been cultivated with one pair. 

16370. ft. Was the scientific plough used ? 

A. NO) the ordinary plough. 

16371. ft. With one man ? 

A, Yes. 

16372. ft. Is it one crop or double crop ? 

A, Some single, some double. 

16373. ft. You say at the outset of your paper that India 
has been an agricultural country. Is it your desire that so 
far as Madras is concerned it should continue to be an 
agricultural province ? 

A, I do not express any opinion. 

16374. ft. Do you think that if industries are started, it 
would greatly improve the position of the agricultural 
labourers ? 

A, I have noticed that where they have started rice 
mills there they have got to pay more for agricultural 
labour. 

16875. ft. Is it a fact that a large number of the a^i- 
cultural population go out of this Presidency ? 

A. Yes, quite a number of them, to Ceylon, Fiji, and 
So on. • 

16376. ft. Do you find Madrasi men in those colonies ? 

A, You don’t find thorn in Kenya. 

16377. ft. They certainly go to Fiji. 

A, Yes, a large number of them. 

16378. ft. Therefore there is an agricultural population 
to spare so far as Madras is concerned. They can go out 
and find employment elsewhere. 

A. There is a shortage of labour in Tan 3 ore for agri- 
cultural work. 

16379. ft. You recognise that there is a larf;© migrating 
population in Madras. 

A, Yes. 

16380. Mr, Cogajee , — ft. What are the main varieties of 
commercial crops in your Presidency ? 

A, Cotton is the main commci*cial crop. Groundnut 
is possibly the next. Those are the two main crojis. In 
the West Coast, we have copra, coir, pepper, ginger, etc. 

16381. ft. Would you give an approximate idea of the 
increase in the acreage under these heads during the last 
decade ? 

A. About ten per cent. 

16382. ft* Was this increase at the expense of food- 
grains ? 

A, I cannot say. ^ ! 

16383. ft. You say it is a seilous encroachment on 
food-grains. . * 

A. Yes> certainly. 

16384. ft. Now coming to paragvaph 4 of your moino- 
randunii do" you think that in normal years thex'e is a 
legitimate export of surplus food-grains ? 

A. No. . r 

16385. ft. I am talking of India as a whole. 

- A. I cannot speak for India as a whole, 

16386. ft. If, however, an export duty is levied on food- 
grains would it have the effect of bringing the land more 
under commercial crops ? 

A^ It all depends on cii’cumstances. 

* 163^. ft* it is argued that it is because this export 
takes place that our local prices of food-grains go up with 
the foreign prices of the food-grains. 

Am It may be the case with wheat. I do not think it 
has any effect on the prices of other food-grains. 

16888.^ ft. In your province all these thmgs such as 
rack renting, etc., have reduced the e&ionoy of the affricnl- - 
tural labourer. ^ 

.4. .Yes, ^ ^ ‘ ; 

16389. ft. You say that agricuitural improvement, is a , 
condition precedent to' the development or manufactures. 
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because that will raise the efficiency of the agricultural 
labourer. 

-4. Yes. I do uot know whether this efficiency will be 
got if the normal increase in population is taken into 
account. 

16390. Q. You say that would lower the efficiency again. 

« I say there may he no improvement on account of 
the normal increase in the population. 

16391. Sir Montagu IVelh, — Q. May I ask you how 
long you have been in India ? 

-2. I have been in India for 15 years. 

16892. Q. Have you had experience of any province other 
than Madras? 

A. !N’o. My services have all been in Madras. 

16393. Q. You have given a most interestingpaper which 
I have been studying very carefully and it appears to me 
that the conditions to which you draw our attention are in 
many respects peculiar to Madras. I do not believe that 
they would apply to pther parts of India. Do you realise 
that ? 

A. I do not know. 

16394. Q. I have in mind the pressure of the population 
on the land. Do you think that there is the same pressure 
on land in other provinces as in Madras ? 

A* Certainly not in Bombay and in the Central 
Provinces. You have a greater pressure in the Madras 
Presidency than there. 

16395. Q. Can’ yon make any suggestions to us as to how 
Madras can be assisted by fiscal changes? Take agriculture 
first. 

A> I have already drawn attention to a note on the 
preservation of manures for use in India. T do not know 
whether you have seen it. 

16396. Q. I have that note before me. That recommends 
the 'prohibition of the export of fish and hone manure andT' 
the taxation of the export of oil seeds and cakes. *Are 
you satisfied that if exports were prohibited ihese 
manures would find their way to the land here? 

A, It would certainly. 

16397. Q. Do yon mean to say that by prohibiting the 
exports of these manures, you think that agriculture in 
Madras can be augmented? 

A, Yes, certainly. 

16898. Q. With. reg«u’d to oil seeds, are you not afraid 
that an export duty on oil seeds would perhaps, lead to the 
diversion of cultivation to other crops ? 

A, Of course, it may, but it depends upon how big an 
export duty you put on the oil seeds. 

16399. Q. What is your recommendation ? Do you want 
a small export duty P ... 

A, Certainly, in order to encourage oil crushing in 
India. 

16400. Q. Your idea is to encourage the retention of 
manure in this country. 

A. Yes. 

16401. Q. I confess it is something new to me to know 
that it is so important to conserve oil cakes for manure. 
Oilcake is not used in Europe as a manure. I think it is 
mainly usedlfor cattle food. 

A^ It reaches the land ultimately. 

16402. Q. These are your recommendations so far as the 
agricultural interests are concerned. 

16403, Q, With regard to import duties, I take it that 
the less the import dutv the better. * 

A. Yes. - 

16404. Q. You get a bigger market for your produce and 
greater competition and .you secure your manufactured 
article at a lower cost. Is that your idea ? 

A, Yes. 

16405. Q. We heard yesterday in Madras that one of the 
ways of stimulating intensive agriculture was to take some 
of the existing population off the land and put them into 
industries as the few that were left would then take to 
labour-saving appliances. Is that a method of procedure 
that commends itself to you? 

‘ A, Mot at all. The crops have got particular sowing 
seasons. This means that you have to put all the labour 
you can ou to them. 

16406. Q. Supposing a successful factory was erected in 
one of the rural tracts and was paying very substantial 
wages to its employees, what do’y&u think the effect would 
' be on the agriculture development of the district P Eirst 
of all some of the labourers would be attracted to the 
industry ? 

. XYes. . 

16407. Q, What would happen to the rural tract? 


A. It all depends upon the tract. If it is a cotton 
tract, it would not be affected very tnach because it is a 
much more elastic tract than a rice tract. 

16408. Q. If it happened in a rice tract, what would 
happen ? 

A, We have had example of that in oar, rice tracts 
recently. There have been extensions recently of rice 
mills in moot of the rice deltas, Krishna delta and Tanjbre 
delta. „ 

16409. Q. What was the' effect ? 

A. Well, it sent up wages all round. 

16410. Q. That I take it is a benefit to the people. 

A, It sent up prices too. It cuts both ways. 

16411.^ Q. Who is the person that suffers by it ? W’e have 
got the rice miller doing well and wo have the grower of 
rice doing well. 

A, The man who is growing the rice does not get on well. 
16412. ^ Q. Why there is a better pay m«»nt for his rice ? 

A. It is not as high as the increase in the wages and .at 
the same time he will lose much by missiiu^ the right 
season. For instance, t’ne rice crop may yield a certain 
quantity if you begin exactly at^ the right time, and if 
there is^ a delay of about a fortnight or .so, the yield will 
be considerably less. 

16413, Q. If you were an autocrat in charge of these 
proceedings would you prefer the protection of the rice 

A, They are limited in number and very soon cut* 
each other out and go bankrupt. One man starts making 
money and another man starts in the same area. In that 
way many of them collapse. 

16414. Mr. Narottam Morarjee.---Cl, In answer to the 
President, you said that on an average the consumption 
per head in Madras is IJlbs, \ 

A» Yes. 

16415. Q. Have you got figures for other Presidencies ? 
What do they consume P 

A. We have got jail figures and also figures for mili- 
tary troops. 

16416. Q. Have you any figures for Bombay ? ' 

A, No. 

^ 16417. Q, Supposing more manure is used such as hones, 
oil cakes, etc., how much will it increase production ? 

A. I have just been working oat the figures, but I can- 
not remember them off hand. 

16418. Q. Would it be by about 50 per cent? 

A. 15 per cent, to 20 per cent, will be nearer the mark. 
16419. Q. You must be aware that many Madrasis are 
going to Burma and other countries ? 

A. Yes. 

' 16420. Q. Why are they leaving Madras ? Is it because 
they do not get sufficient employment here ? , 

A, I do not know. The Tamilians are of course the 
old sea-faring race of India and you find traces of the Tamil 
people all over the East, 

16421. Q. There are many more leaving now. About 20 
•years ago when I was in Burma, there were very few, but ’ 
now I find that there are many Madrasis. 

A, They go there and come back again. 

16422* Q, Is it because they do not get sufficient employ- 
ment here? 

A. It may be. For instance, people from Cocanada side 
go to Burma. That is generally a tract which is very often 
liable to scarcity and when scarcity comes people naturally 
go where they can get a living. It is not a question 
of getting employment, it is a question of getting food. 

16423. Supposing there wore industries in India which 
could provide employment for them, would they go out of 
India ? 

A. Very probably they would not, 

16424. Q. How many experimental farms have you? 

A About 18. ^ ' 

16425.' Q. How do you educate the people /by inviting 
them to see your experimental farms or by distributing 
leaflets ? 

■ A, Well, we bring the results obtained at experimental 
staido.ns to the notice of the tract which is concerned 
through our Agricultural Demonstrators who are tour- 
ing officers and they do their best to popularise any im- 
provements. 

T6426. Q, Does the cultivation suffer owing to the 
division of lands into smaller plots ? 

A, It is bound to. 

16427. Q. Has it been done here on a large scale ? We ^ 
were told in Punjab that if a man had three or four chil- 
dren, they suffer a great deal because the lands bad to be 
divided? ' ' - 

A. I suppose they must suffer here in the same vwiy“ 
by the division of lands. - I bam seen mips of ' 
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wliere fields have been diffded. Here j\lso it is very much 
the same. 

16428. Q. Do Madrasis require more cinthiug than the 
people in other parts of India f 

A* I should say they want less. 

16429. Q.' In the Madras Presidency do you grow 
rubber ? 

A, That is mostly in Cochin and Travancore. 

16430. Q. Supposing a Government factory was started, 
could they not manufacture rubber goods ? 

A. 1 suppose they could. 

16431. Q. Is the climate good for rubber goods? 

A* 1 cannot tell you. I am not a rubber expert, 

16S!32. Q* You say ** At present the majority of the bone 
manures produced in South India are exported, Ceylon 
being the chief market.’* Do they re-export or do they 
use it for manure? 

A. They use it as manure in Ceylon. 

16433, President, — Q, I should like you to elucidate 
one or two points which you made and which are very im- 
portant in connection with agriculture. You say that one 
individual and a pair of bullocks are sufficient to cultivate 
30 acres of dry land, 

A. Yes, in cotton areas. 

16434. Q. And for rice you require 4^ pairs of bullocks 
and you are unable to say how many individuals will he 
required. 

A* Well, I can give you figures from one of our experi- 
mental stations. We have got 1( 0 acres of rice land of 
whioh 20 acres are double crop lands. We get two crops 
on these and we* employ 22 men and their women. Each 
man i® expected to work with bis wife. 

164S6. Q, .That gives 6 acres per man and wife, f.e., 2J 
acres per individual. 

A. Yea, 

16436, Q, Then you said that there were 11 million acres 
under rice in Madras. 

A, Yes, 

16437. Q, And 27 million acres under dry crops. 

A. Yes. 

16438. Q. For the 27 million acres of dry crops working 
on the basis of one individual for 30 acres, it comes to 9 
Uhs. 

A. That is the cattle required for cotton area. Mr. 
Seshagiri Ayyax said just now that red soil dry lands would 
require more cattle* 

16439. Q, I am talking of human beings now. I am not 
dealing with cattle at all. I am dealing with the number 
of individuals required for agricultural purposes and 
according to y mr calculation 9 lakhs of agriculturists 
would be required lo cultivate 27 million acres of dry 
land* 

A, Yen generalise too much. I have given an example 
where agriculture is least crowded. Cotton tracts are 
always reckoned like this that to cultivate 30 acres a man 
and a pair of bullocks are necessary. 

16440, Q. We will add something to it if necessary. 

A, You generalise too much, I do not say that the whole 
27 million acres could be cultivated by 9 lakhs of people. 

^ 16441. Q. But that is what you stated to the Commis- 
sion. 


^ X I instanced^ to the Commission what was our most 
cultivation and at the same time that which is 
ooirmost extensive. 

€?. The fi|u res I have wr-rked out appear to be so 
' I am putting them to yon in order to 

m ter %ha actual facts. Assuming 
Is then 9 lekhs agricaltutists 

m he snlStiienl le '27 nnflioa acres of dry 

crops. 

X Dry eotben 1 «^* ... 

i6MS. Q. DryempsJ - 

^ X T^e life ease of ground put which is quite 
though it ^ a CToph I gave you an example 
ftwsuthi Ceded Btoiida which are entirely cotton dis- 
tri^ ' 

191* In Working out li million acres under rice 
Wming at the rate of 5 acres per man mid wife, it comes 
til owl mlBicm palm about § maibn people. 

X* Yes* 


^ According to this, the total number of agri- 
euKurisfea for the whek rf ihoHadm Presidency is only 
mkha whh a populalton uf 42 millions, 67 per cent, 
of wbioh depend Ufi^ agriouttwre. The nuiUher works 
out to 2B iDo you toe^ to ^y that th« 23 

miUions of people are depeiadent upon the laboui of 63 
lakhs. 


X Condiyoms vary a great deal in different parts. 
You cannot like that. ^ 


16446. Q. I want to know whether the actual number of 
‘agriculturists employed on the land now is essential for the 
production of the present crops or whether agriculture has 
to maintain a larger number of men and women than are 
actually needed for the purposes of cultivation. That is 
the point I really wish to know. ^ „ 

X,* You can best get that by a study of agricultural 
wages. The wages are a fair indication of the man*3 
labour and you find that agricultural wages at particular 
times of the year go up lo a very high figure. For in- 
stance, in the cotton tract of Tinnevelly I liave known a 
male get as much as Re. 1 -8^ a day. ^ 

16^7. Q, For how many nays in the year ? 

A That will go on for two months. 

16448. Q. you can only take an average of the agricul- 
tari8t*s earning. There may he a very great demand 
during certain periods in a year. 

X. There always is a heavy demand at certain pe?iods and 
you have got to allow for that, 

16449. Q, You could not give us any definite statistics 
on the lines on which we have been trying to work out 
on the statements made to us. 

A, I am unable to give you any reliable figures for the 
whole of Madras. 

16450. Sir Montagu Wehh,-—‘Cl I want to Icnow whether 
the industries iif the Madras Presidency might not draw 
their labour from the normal increase in the agricultural 
population. 

X. It would give you an additional population but 
that additional population h is to be fed* That means 
more intensive cultivation. 

16451* Mr, SesJiagiri Ay gar, — Q. Where is the experi- 
mental farm of which you were talking ? 

X. It is near Mayavaram. 

16452, Q. How many hours do these labourers wox*k ? 

X.* They start work in the morning at about 7 and 
work till dusk. 

16453. Q. That is nearly 10 hours. 

A, Yes. 

16454. Q. By working 10 hours you are able to culti- 
vate 10 acres, by employing 40 men and women, 

X. Yes. 

16465. Q. On an average this comes to about 3 acres, 

X. Yes. 

16460. President— Q,, The question whether the labour 
actually employed in Madras in agriculture is sufficient, or 
is in excess of the requirements or less than what is requir- 
ed, has not been answered. 

X. I can only go by the labour market. 

16457. Q. I quite realise that it is a difficult matter, 

X. It is. 


TABLE 1. 


Bstkmted reguiremenis of food-grains and pulses in4he 
Madras Presidency* 


tear. 

Estima- 

ted 

popula- 

tion. 

Estima- 
ted 
oon- 
aump- 
tion 
of food- 
grains 
and 
pulses. 

Estima- 

ted 

quantity 
required 
as seed 
for the 
next 
crop. 

Total 

Estima- 

ted 

require- 

ments. 

Kbuabks. 

1 

2 

3 

4 

5 

« 

ioie-i7 


Tons. 

8,471,000 

Tons, 

23^000 

Tons. 

symM 

* /* 

1917-18 

42,516, 

8,^, 000 

1 

1 

8,770,000 


191»-19 

42,000,000 

8,400,1^ 

i ^ 

297,000 

8,697,000 

Estimated 
deaths fronf 
iufiaausa > 
@82^000. 

iei9>20 

i 

42,160,000 

8,432,000 

282,000 

1 

3 



Nors O) 2. The figmwg are estimated with reference to 

population xeodsded in the CeltiStfe Or , 

(41,405.404) a&d the Censtts 
(42,322, 270). 

(2) ^ 4 and 5. The figures are tb cleaned ' 

C2) Ceisaw S, The ConsBinplioa has 

per head 
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TA.BLE II. 


JSstimated mfply of food-grains and pulses in ike 
Madras I^residencg, 


Tear. 

Esti- 
mated 
yield of 
- food- 
i?raiDs 
and 
poises. 

Net 

i tnports 
by rail 
and 
sea of 
food- 
grains 
and 
pulses. 

Total 

estimated 

gross 

supply. 

1 

Esti- 
> mated 
wastage. 

Total 

estimated 

net 

supply, 

i 

RmifASES. 

1 

2 

3 

4 

6 

6 

7 


Tons. 

Tons. 

j Tons. 

Tons. 

Tons. 


1916-17 

9,563,000 

181,000 

9,744.000 

244.000 

9.500,000 


1917-18 

9.491,000 

76.000 

9,567.000 

289,000 

9,328,000 


1918-10 

7,618.000 

235,000 

7,763,000 

194,000 

7,569,000 

Very un- 
fa vo ar- 
able sea- 

1919-20 

9,284.000 

598,000 

9,882,000 

247.000 

9,635,000 

son. 

TOTAt.. 

1 

36,856.000 

1.090,000" 

36,046,000 

924,000 

30,022,000 


9 

bo 

a 

1 

8,964,000 

272,500 

9,236,^ 

231,000 

9,006,600 



2ffOTB:~(l) The figures are in cleaned grain. 

(2) Column 2. Horse gram is omilted as it is mostly fed to 

cattle. 

(3) Columns. Net impoj is by rail and sea of pulses during 

the four years in question amounted to 
661,000 1 ons, food-grains being responsible 
for the remaining 629,000 tons. 

(4) OoZmM 4=:Colnmn 2-f Column 3- 

(6) Column B. The wastage is calculated at 2^ per cent, of 

f the gross supply. 

(0) Column 6=Columu 4— Column 6. 

(7) Pulses contribute only about 4| per cent, to the total 

8 apply of food-grains and pulses. 


TABBE III. 


Mstimaied surplus or deficit of food-grains and pulses in 
the Madras "Bresidenep. 


Year." 

Total 
estiiriated 
net supply. 

Total 

estimated 

requirements. 

Estimated 
surplus (-j-) 
or deficit (— ) 

1 

2 

B 



Tons. 

Tons. 

Tons. 

1916-17 

9,500,000 

8,764,000 

-f 736,000 

1917-38 • . 

9,:i'i8,000 

8,770,000 

+ 568,000 

1918-19 

7,559,000 

8,697,000 

*-^1,138,000 

1919-20 

9,685,000 

8,714,000 

+ 921,000 

Total 

36,022,000 

34,946,000 

-f 1,077,000 

Average 

^9,005,500 

8,736,260 

+ 269,250 


Note 

(1) The figures are in cleaned grain. • 

(2) The estimated surplus over a period o£ four 

years of which three were good amounted ,to 
1,077»000 or say a million tots. Tids is quite 
reasonable seeing that an appreciable quantity 
of grain is stored in good years. The esti- 
mated surplus in 19X6-17 and 1917-18 
amounted to 1,294000 tons which was almost 
wiped out by the deficit of 1918-19* As 
regards 1919-20, it will be seen from column b 
• of Table II that people imported large quanti- 
ties apprehensive of another bad year. 

(8) The Presidency is normally self-supporting. 
The estimated surplus (1,077,000 tons) during 
the feur yeafs in question is almost the same 
as the net imports by rail and sea (1,090,000 
tons). 


Witness No. 109. 


C. KAMAIOTGA REDDY, Esft., M.A. (Cantal).) 


Written statement dated tbe 5tlx December 1921. 


16458. I shall preface my replies to the particular 
questions laid down for answer by a general statement 
of the principles that ought to guide the tariff policy in 
India. Becent events in Europe have shown that the 
one-sided development of manufactures to the detri- 
ment of extractive iiidiistries has not been all to the 
gebd ; &at it has resulted in an artificial civilisation the 
chief features of which are extraordinary growdih of 
cities and the having to maintain a very large popula- 
tion on food imported from foreign countries and the 
having to keep up manufacturing industry itself by 
means of raw materials, also imported from foreign 
countries. The need for keeping an economic grip on 
undeveloped countries has been one of the causes of the 
imconsoionable imperialism and militarism of Europe 
and its reaction on the character of European nations 
has-been deplorable from the point of view of humanity. 
When during the war outside supplies of food and raw 
material were cut off, a good part of Europe collapsed 
economically, ^he terrible fate that has overtaken 
Austria and that even yet hangs over Germany and the 
distress that the victorious countries even are passing 
through should be a warning to that school of pro- 
tectionists who seem to think that the one end of Gov- 
ernment should he to develop manufactures and that 
hi any tariff policy devised for promoting this pur- 
pose the interest of agriculture and other primary in- 
|t|jB$yies need not be considered. 


I think that the gravest defect in the constitution of 
the Fiscal Commission is the absence from its midst of 
representatives of rural interests. 

If manufacturing industry, without agriculture, etc., 
or reduced below par, has its dangers, an agricultural 
country without manufactures also suffers from very 
grave disadvantages, though these may not directly spell 
starvation and disaster to the same extent or with equal 
rapidity. In India the ravages of famine could be 
mitigated to a certain extent, were there in addition io 
agriculture another economic support, namely, mami- 
fcTcture. From the point of view’ of the defence of the 
country again the poor figure cut by Bussia is a proof 
how inadequate an agricultural country is to maintain 
itself in the armed struggle for existence. The qgise 
with which different kinds of factories w'ere converted 
for producing munitions and other war materials sug- 
gests the conclusion that a good growth of manufactures 
is a potential resource for war purposes. 

On purely economic grounds it may be held that since 
raw materials are increasing demand everywhere and 
are fetching values which jfelatively to manufactures 
are rising more rapidly there is no need to alter the 
complexion of Indian economy so far as the acquisition 
of the maximum' amount of w^'ealth by direct production 
or trade is concerned. There is a good deal of force in 
this view. But the problem of protection, thoug^B 
partly econoniie, is to some extent also politics L 
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the whole therefore I am inolined to the view that the 
securing of a greater diversity of occupations in India 
and the promotion of manufacturing industry to the 
extent to which it could be supported by our own re- 
sources in raw materials would be beneficial. Labour 
also would benefit. I am emphatically of opinion that 
there are limits to which manufacture at the expense 
of agriculture could be carried and if these limits are 
crossed the risks would outweigh the advantages. 

Since exports, speaking generally, are the payments 
made for imports, if imports become restricted as would 
be the ease under elective protection, the volume of 
exports also would tend to contract. To what extent 
this contraction would be carried would depend on the 
elasticity of foreign demand and the growth of domes- 
tic manufactures. If the exports consist of necessities 
which they are bound to purchase perhaps, for some 
time bullion would flow into the country. But this 
will react on the prices which will produce further 
adjustment and on the whole the exports would tend to 
dimmish- Though in the present conditions governing 
the demand and supply of raw materials the position 
of India is very strong and there is not much likelihood 
of a very serious contraction of exports, provided Europe 
recovers from its depression still that possibility and its 
reaction on the economic position of the rural classes 
will have to be considered. The policy of export duties 
also will have to be review’-ed from the point of view of 
the producers. On the whole under import duties on 
manufactures and export duty on raw materials, rural 
interests would tend to suffer; and this is a considera- 
tion of the greatest moment which could not be ignored, 
in view of the large population affected and the poverty 
to which they had been subject from time immemorial. 
In is true tiaat the poverty of the Indian people is due 
io various causes not all of whfch are economic. But 
in so far as protection could be expected to have any 
influence, I believe that temporarily at least it will 
either depress "the rural classes still further or render 
their economical recovery slower and more difficult. 

I am fortified in this view by the policy adopted by 
the agrarian parties in the United States 'and Canada. 
The Agricultural South never reconciled itself to the 
protectionist policv of the manufacturing North and 
this is often regarded as one of the contributary causes 
of the Civil War. In Canada the agrarian parties have 
either favoured free trade or only a mild form of 
protection. 

But Russia seems to tell an opposite tale. Its weak- 
ness both during the war and subsequently is chiefly 
traceable to its woeful lark of machinery and manu- 
factures. 

With a view to recover as speedily as possible from 
the economic effects of the war foreign countries have 
raised their import duties and arc doing their vei^y best 
to increase production and to reduce consumption, 
which is another wav of saving, are stimulating their 
exports. A country like India undefended by tariffs is 
likely to suffer from their nolicy, unless she takes ade- 
quate measures in time. I would suggest that pending 
the conclusions of this commission a duty of 25 per 
cent, ad valorem, be immediately levied on all manu- 
factures coming into the country except such as should 
be exempted in the interests of the country itself; as 
'' balance, machinery and agricultural implements 

vriiolo. therefore, I favour the view that tho 
oq&l&y Ibe ptaaed on a mixed diet of manufac- 

aisd agpiculwraj industries served in due pro- 
portion. 

^ I am agadnst a permanent policv of high protection. 
It is no use trring to establish industries for which the 
country* is tmfit. That would onlv mean the penalising 
of one section of the people for the benefit of another 
and in any ease economic stability could not be main- 
tained by such means. The proper function of protec- 
tion is to help yoimg industries to strike root and estab- 
Ifefo themsdves without being^ exposed to the dangers, 
in tho initial stages, of foreign competition. Sooner 
or later industries should stand on their own legs. 
For this protection with a time limit mav be tried. The 
more usual course i« to levy duties which would conla- 
nu& in force tiU revised by the legislature. This natu- 
rally creates the preeumpticm that the dutv will he 
there always till it is withdrawn. My proposal would 
fend to create the opposite presumption, namely, that 
it would be there only for a limited period unless it is 
continued thereafter by legislative enactment. This 
procedure is open to one objection which, in fact, applies 


to the whole scheme of protection of infant industries, 
namely, that since the state would be framing its budget 
on the basis of such added income it would find itself 
in difficulties when by the cessation of protection such 
income disappears. Eor this there are two answers to 
be given : (1) if protection is really effective the income 
from the duty must tend to diminish; for, as the local 
industry grows and develops, the need for importing 
the commodity would become less and less and when 
the local industry can supply the full demand of the 
country foreign imports of that commodity would cease 
altogether. Many of the arguments of the protection- 
ists miss this point, namely, that if protection is effec- 
tive no large revenue could be expected from the levy 
of import duties. Similarly with export duties.^ If 
the object is to stop exports and get them fully utilized 
in the country itself then obviously there would be no 
exports and the export duty could yield nothing. So 
the difficulty anticipated from the financial point of 
view does not appear to me to be convincing. (2) The 
second argument is that from a financial point of view 
it would be wiser to set apart the income derived from 
duties as far as possible for non-recurring expenditure, 
like school building and Sanitary and irrigation projects, 
though these do involve a small recurring expenditure 
for maintenance and repairs. I would suggest that 
non-recurring expenditure pertaining to education, 
sanitation and irrigation, agriculture and industries, 
should be supported from this source. Many of the 
difficulties of Indian finance are due to reckless raising 
of salaries and other forms of recurring expenditure. 

Protection is likely to introduce corruption direct or 
indirect into our politics. I am, therefore, ^ against 
having standing committees or advisory committees of 
the Legislature in the matter. Every proposal should 
go before the whole legislature on the responsibility of 
Government, who, of course, would consult experts, 
and if the legislature so desires it should ballot for a 
select committee. Standing committees or commissions 
for tariff revision cannot be deprecated too strongly. 

In one of his budget speeches Gokhale pointed out 
how such help as has been given by Government for 
the protection of industry, as in the case of sugar duties, 
seemed to be specially correlated to the interests of 
European capital in India. His analysis showed that 
so far as sugar duties were concerned it was the Euro- 
pean refineries that benefited. In the present political 
and economic condition of India this danger is^not ex- 
tinct; and an analysis of the nature of capital and 
management pertaining to the different industries' will 
have to be prepared as part of the data requisite for 
forming an accurate judgment. 

Nobody opposes the importation of foreign eapif-al 
into India. On the contrary more has to be borrowed 
abroad than is now the case. The real difficulty relates 
to management, technical training and treatment of 
labour. The European manufacturer is as much a 
believer in secrecy of method as an ayurvedic pandit. 
Even in respect of the factories he has set up in this 
country he will not allow Indians to rise to positions' of 
trust or authority or those in which an inside knowledge 
of the concern could be obtained. Till rocontlv uo 
Indians were associated in the Directorship of the Presi- 
dency Banka and even now their number is too small. 
There have been loud complaints that the European 
managed Banks and the railways favour European in- 
terests to the detriment of Indian. If foreign firms 
could be made to bind themselves to associate Indians in 
their management and in other ways to help to educate 
India industrially there ought to be no objection to their 
heiug established in India. I understand t^at some 
such policy as this was followed iii Japan success. 
In return for the economic hospitality tfeVlnSia'is pre- 
pared to show the foreigners ought in common decency 
to treat' his hosts with more consideration. In respect 
of the relations beWeen JEul^bpean management and 
Indian labour the situaftob is simply deplorable. I do 
not mean to say that the European management, pays 
less than the Indian; or that weighed in the* material 
balance what they give is less than what Indian firmft 
in the same line pay their labourers. But there 
something lacking which canirot be compensated for bv ‘ 
material advantages. Colour prejudice and racial a-rro- 
ganee .bave in too many cases poisoned the svmp^lfe 
that ought to exist, though honourable exceptions ate 
not rare.- If economic exploitation by 
fact and civil, as^was acTcnowledged By all du ring the 
war. how should it be impossible or jgb^' Tfi the 
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6as6 of other countries; and should it not bo stopped 
or checked. 

The question whether prices could be guaranteed by 
which tile agriculturist could be indemnified lor the 
loss he may sustain on account of export or import 
duties may be considered in this connection. The wai 
has shown how completely the state could regulate 
industry and prices; and though there is much to be 
said against perpetuating a war regime in peace time, 
the agricultural interest is of such overwhelming im- 
portance in this country that its conservation and pro- 
motion must be regarded as the hrst duty of the state. 
But there is one dilfioulty. Kurai producers are many; 
they have not learnt the art of organising themselves 
and are further in the grip of money-lenders. As state 
help would be diverted to the pockets of the so wear, 
indirect "methods of assisting tiie rural producer by 
means of co-operative societies and industrial and land 
banks which would loan mone^^ for long term and at 
low rates of interest and also provide for recovery by 
small instalments, may have to be tried. The Hypo- 
thec, Industrial, and ^okahama Specie Banks of Japan 
are instances of organisation which have materially 
helped the development of agriculture, manufactures, 
and export trade respectively. 

India need not be frightened at the prospect of retalia- 
tion by foreign countries. The home market of India 
is a large one. It comprises one of the largest areas of 
free trade. Our resources of raw material are varied ' 
and extensive, excepting probably in regard to a few 
metals like copper and tin; and if foreign manufactur- 
ing countries retaliate against India they would be only 
firing a boomerang. 

Imperial preference is not likely to benefit India 
much, and it may even produce imdeskable complica- 
tions. Before the war India had a much larger export 
trade with foreign countries like Germany than with 
England. Owing to the impoverishment of the conti- 
nent these figures have imdergone a big change and are 
hQt likely to be restored in the near future. Over hs^lf 
of the Indian export trade is with countries outside the 
bounds of the British Empire, and it is just possible 
that continental Europe and Bussia, if and* when 
economic revival sets in, would demand Indian goods 
even more eagerly that they did before. As India is a 
poor country it can ill-afiord to sacrifice economic ad- 
vantages. Much of the material required for our rail- 
ways and in other connection could be bought owing to 
exchange and other conditiojis far cheaper in Europe 
than in England. And it would be criminal on the part 
of India to throw away these advantages until at all 
events she has so well developed her Resources as to 
reach a footing of equality with the more prosperous 
countries in the world. Eurtfier, if India should ever 
retaliate on her own account it is more likely, things 
being what they are, to be directed against some of the 
British colonies than Japan or continental Europe. 
Furthermore the empire consists of large number of 
countries varying in climate and conditions and possess- 
ing therefore special or distinctive economical interests. 
It will not be easy to manipulate our tariff so as to give 
preference to each one of these constituents in respect 
of the particular interests that they are concerned with 
and so as in the bargain to obtain some equivalent 
advantage to ourselves. The case of England is differ- 
ent, not because of economics but owing to political or 
sentimental considerations. England does deserve to be 
supported to a certain extent by India. How *tbis sup- 
port could be given without arresting the development 
of Indian industries is a different problem to solve. 
Canada and Australia have given effective protection io 
their own industries even as against England but at 
the same time giving her preference to the extent that 
is involved in taxing goods from other countries at a 
higher rate. Whether such a preference is more nomi- 
nal than real is open to discussion. As India is a grand 
self-contained economic unit quite able, if her resources 
are properly developed, to do without outside co-opera- 
tion in her economic progress, it would be better to 
leave her alone till she has realised full self-determina- 
tion and self-expression without dragging her into en- 
tangling preferential arrangements. Preference should 
wait till India has realised her economic individuality 
and could bargain on the footing of an equal acting 
under her own pleasure. 

Coming to the specific measures I would place the 
development of an Indian merchant marine as one of 

■fi'wif. nbiAA-ha bfi' -mirsnAd anrl wbafiAVAr nrrkf.AA'fnnYi 


may be required for this purpose should be extended 
unstintingly. 

In regard to quite new industries which are more or 
less of the nature of an experiment import duties may 
not be so effective as bounties. The superior advan- 
tages of bounties relatively to import duties in such 
circumstances are too well known to need narration. 
It is a matter for consideration whether, for instance, 
the manufacture of rubber products may not be en- 
couraged in this way. 

In taking stock of the resources in raw material it 
would be well not to leave altogether .out of acoount 
raw materials produced in the neighbourhood of* India 
and which, therefore, could be transported into this 
country at less cost than to England or Germany. For 
instance, tin, large quantities of which are exported 
from Singapore to European countries. It ought not 
to be impossible to devise means by which some por- 
tion of this supply could be diverted into India. 

Guaranteed purchase by Government may well be 
tried in some cases like metallurgical and mineral in- 
dustries, in addition to the levy of import duties. 
Amongst the key industries none hold a higher position 
than those. In tfils connection every attempt should 
be made to manufacture all the equipment needed for 
nulitary and naval purposes in India itself. 

I would strongly deprecate export duties on grain 
crops. This is a favourite item in the so-called 
“nationalist” finance, but Mr. Batta’s argument on 
this point have never been answered. It is good to 
encourage the production of an exportable surplus, 
which might, in case of need, be reserved for home 
consumption. 

I shall now proceed to indicate briefiy my answers to 
the questions raised by the commission. 

16459. $.1. The foregoing statement is indicative of 
my position. 

16460. Q, 2, The resources of direct taxation have 
not yet been exhausted. Income-tax, succession duties, 
etc., may be revised so as to bring in a larger yield; 
Wt the land tax should be made permanent, though in 
exceptional oases a special cess proportioned to that 
tax may be levied. Tariff also is necessary and both 
forms of taxation should be combined alike for purposes 
of revenue and equity. 

16461. Q, 5. The past tariff policy has done much 
injustice to India. In many respects it was uncon- 
scionable. We ought to adopt a new system and also 
place it under a new agency in which Indian interests 
should have absolute command. 

16462. Q, 6. Depends on the article and whether the 
rpotive is protection or revenue. If protection then no 
excise duty should be levied. 

’ 16463, Q, 8. Generally speaking, duties tend to raise 
the price to the consumer and as India is a poor coun- 
try this aspect of the question should be given every 
possible consideration, though it cannot be regarded as 
the only determining factor. 

16464. Q. 9. Already answered. But the nature of 
the industries /their importance in national econonby 
and the possibilities of their success must be carefully 
investigated. Though prices may rise, wages too may 
follow suit and occupation may become more stable. 
At the worst the country will have to pay a price for 
its past neglect in developing industries; for all transi- 
tion involves a penal fee which has to be borne by the 
nation. 

16465. < 3 . 10. In view of her large and varied re* 
soures India could be far more self-contained than she 
is at present; but I doubt if she can ever be absolute- 
ly independent. So far as my knowledge goes, for a 
long time to come she will have to depend on foreign 
countries for metallurgical products and machinery* 
Scientific and Technological discoveries in other coun- 
tries are bound to infiuenee forei^ trad©; and there- 
fore economic isolation is not consistent with progress. 

16466. Q. 11. I would exempt machinery for the 
bime being, while encouraging its production by other 
means like bounties, agricultural implements, medi- 
cines, manures, sugar-cane mills and oil-presses, etc. 

16467. Q. 12. I would select for protection or fur- 
ther protection the following: — 

(a) Gotioti . — ^About 33 crores worth of raw material 
is still imported.' This represents the pos- 
sible field of expansion to, manufacture wife 
out recourse to importataon of raw materi-sdl 
But as emphasized in~ the Iceneral 



716 


somettaiig lua^’ have to be done, to protect 
tile agriculturists also. 

(5) Jute on the same principle. Sugar, forest pro- 
ducts including rubber and paper; leather 
manufactures; oil industry, etc. 

16468. Q, 33. Yes. The general principles of selec- 
tion are : — 

(1) Our resources and exports of raw materials. 

(2) Imports of cognate manufactures. 

(JS) Importance from the point of view of the defence 
of the country and war requirements gene- 
rally. 

(4) Merchant marine which I consider to be of 
cheapest imp or tance . 

16469. Q, 14, I would in the main confine protec- 
tion to such industries as will be able in due course to 
face foreign competition; provided such foreign com- 
petition is fair and not artificially stimulated as by 
l;iounties, etc. But in the case of war industries 1 
would give continuous assistance if necessary. 

16470. Q. 16- Generally speaking “ yes ’ , but the 
nature of the commodity thus dumped should be taken 
into account. It it is tiie raw material for a manufac- 
ture established here and does not compete with our 
own cognate supphes there may be no need for special 
protection, I take it that bounties, subsidies and tranjS- 
poit concessions could be ascertained by our consuls 
and other representatives in foreign countries. The 
necessary protection where it is resorted to may con- 
sist of increased duty on the particular imports con- 
cerned and from such countries. 

A'.il. — India should have her own consuls abroad; that 
Would not only assist our material development but 
train Indians in duties hitherto kept out of their hands. 

16171. Q, 16. Cotton hand-loom industry could 
only thrive as a home industry, intended to supple- 
ment the earnings of the household and minimising 
expenditure. At present it supplies a third of our 
cloth. In some respects the hand-loom cloth is hotter 
and more durable than mill-made cloth. Though I wish 
it to be maintained 1 do not see how this is possible 
as the competition from which it suffers is not exter- 
nal but internal. An excise duty on mill-made cloth 
is not^ feasible. But the hand-loom will as a commer- 
cial proposition stiH have a field in regard to the high- 
er and more artistic variety of cloths and sarees. 

16472. Q, 17. There is this danger and we have to, 
with appropriate modifications, adopt the measures 
found to be necessary in America and other protec- 
tionist countri^. The subject of trusts is too large to 
be answered in a short note, but it is no longer a mys- 
tery requiring novel investigation. It is true that 
trusts have showm a terrible genius for evading or cir- 
cumventing laws intended to prevent the objectionable 
part of their operations. The only remedy is for the 
state also to continue to be equally vigilant. 

. 16473. Q. 18. Yes, i would stipulate for facilities 
^ing given to Indian capital and for the association of 
^ Indians in tlie protection and management of such 
istlm. Here again I feel that state legislation or re- 
would not be easy to execute. But Indian 
md man%ement too are not so sleepy as they 
be and' with the aid of such measures as were 
we o^ht to be able t6 secure in a 
not aompletely, a naMonal char- 
acter to out iMnatnee. I am not opposed to the im- 
portation of capital but to some of its avoid- 

abhl coBComitaETts' like foreign management. 

16474, Q. 19. Yes. Such ctmfiicts will adae. There 
tiPould be some difficulty in adjusting them, but if the 
has not'ib^tten its experiencee in the way of 
hidtefedal regulation gained during the war those difiS- 
cuhiSs will not be &mxd to fee mmmvdble. fefofeody 
prote^on could do equ^ good all round. 

p476. Q. 20. Yes. Otherwise there would not fee 

atoy ' 

16476, Q- 21. More difficult to answer since the 
level of prices depends upon so many other circum- 
* stances but go far aa^the duty is concerned it may be 
regarded as having a teudemey to increa^ the price. 

16477. Q. 22. Yes, under conditions. I % 7 ould net 
like to see the rural classes ignored in th^ arrange- 
lEnents. 

16478, Q. 28. Yes. Salt; food-grains excepting 
some manufactured fcx>ds wmoh are imported chiefly 
for ^ ooQSump&n ol ^e Hdi; medicines^ etc. Gen- 


orally speaking, articles included in the budget ot^ pool? 
people and w'lnch they will have to buy m practically 
Llie same quantity everf if the price does rise should be 
exempted trom duty. 

16479. Q. 24, The industrial \\ age-earner \\iii pio- 
bably get Higher wages, 

(_(x) but whether it could cover the whole of the 
increased cost of the living is a debatable 
point. 

(t) I am not so sure about the agricultural wage- 
earner. 

(c) Middle classes engaged in industries are likely 
to have a net advantage; but those having 
settled incomes like (ioverninent servants 
may suffer a little. Here again the effect on 
those earning its. 200 and aoove may not be 
much. 

16480. Q. 25. This is a difficult question to answer. 
One effect may be a reduction of foreign trade. But 
then foreign trade is no index to the economic pros- 
perity of a nation, or 1 might say it is not the only 
index. Bor a time there may be a contraction ot 
foreign trade but then under protection many countries 
like Germany have increased their foreign trade enor- 
mously. The point is that tariff xs only one of the fac- 
tors governing foreign trade and is not all. T'or ex- 
ample, an invention which is appreciated all over the 
world may help exports. My belief is that the strength 
ol the deinanu lor our raw materials being what it is 
our exports may not suffer much and tnerefore our 
gonorai oorimiercial position will probably be improv- 
ed. Even in cotton in which w'e nave no producer’s 
monopoly, with the \vorld's demand for it moreasing 
as It nas done and Japan clamouring more and more 
for it, I do not anticipate any fail. On the contrary 
with local demand stimulated by protection and foreign 
demand kept steady through necessity the prospects of 
raw cotton may be very bright. In regard to ground 
nuts the competition of West Africa is a serious com- 
plication, 

16481. Q. 26. Yes, iu a measure. But I do not know 
what the foreign commodities are for which we have 
to sell our natural advantages. If it is said “ machin- 
ery ” then since so many natipns ni Europe and Ame- 
rica are competing with each other lor exporting ma- 
chinery to India we need not be under the apprehen- 
sion of being hit at this our weak spot for the mo- 
ment. The fundamental fact is that the manufactur- 
ing nations are more dependent on the nations pro- 
ducing raw material and suffer from greater competi- 
tion amongst themselves than is the ease with the 
latter. 

16482. Q. 27. In a general way “ yes.” 

16488. Q, 28. The tariff will have to be far more 
detailed and will have to take into account the tariffs 
of foreign ©ountries in their relation to imports from 
India or exports to India. 

16484. Q, 29. I am totally and utterly opposed to 
standing committees. Government should on their 
own responsibility introduce a measure in the legisla- 
ture. it should be debated in open legislature. But 
if the legislature so desires it may ballot for a select 
committee, and any suCh select committee should con- 
duct its proceedings in public and publish its report if 
possible within two weeks from the date of its appoint^ 
meat. I am very apprehensive about corruption. 

16485. Q. 80. Where \ye enjoy a producer’s mono- 
poly as iff the case of jute, escort duties may be levied 
for raising revenue. But this may also be employed 
"for proteotionist purposes as suggested in'" the’ 
statement. , ' 

16486. Q. 81. Effect on export trade Would depend 
on the elasticity of foreign demand. They can be 
imposed without injury to a trade. Jute is a classic 
instance; but cotton and forest products like timber, 
sandalwood, hides and skins may all be considered 
to be more or less legitimate points for the applica- 
tion of export duties, though in the case of these 
latter, effects are likely to be more complicated than 
iu that of jute. Oil seeds, coffee and tea suffers 
from the competition of foreign production like West 
Africa, Brazil, China, etc., respectively. 

16487. Q. 82. Yes. But I apprehend that the teo- 
ducer of the raw material will suffer, I haye^' 
q^uoted instances. As I have said again emd” again' 
the raiser of raw material would have to be comp^asa- 
ted for in some way, Ik any price guaranfee possible? 



Or showed indirect methods like Land Banks and or- 
ganisation of co-operative production and marketing 
be tried? It the producer of raw material is put to 
loss, production cannot be kept up. On the whole I 
would advise a very cautious pohcy with respect to 
export duties. 

16488. Q, 33. I am opposed to this entirely. I am 
in general agreement with Mr. Dy.tta’s arguments 
which I take are well-known. The agricultural in- 
terest will suffer and seeing that the agricultural in- 
terest has been the Cinderella of the Government 
household for ages past and that it has borne more 
burdens and enjoyed less fruits than the urban in- 
terests, such a course cannot be too highly deprecated. 

16489. Q. 34, This is not an easy question to answer 
since trade does not always travel in a straight line, 
but may out a curve through another country. If, say, 
France imposes a heavy duty on any manufactme 
from India we could no doubt hit France through an 
export duty on ground nuts to some extent which are 
chiefly exported from our shores to Marseilles. But 
this course may be open to* two objections. One is that 
France may get it through some other coimtry, though 
even this would cost her something. And again we 
may be doing no good to the particular manufacture hit 
in that manner. In any case there is very little that 
we send out in the shape of manufactures relatively 
.to our total trade, and 1 do not think that this con- 
sideration is of any special iitiportance in a general 
discussion on tariff policy. From the figui*es of 1918-19 
I gather that excluding manufactured jute which I 
suppose no country would care to penalise, the total 
exports of what may be called manufactured articles, 
but including leather marked at 9*70 crores, does not 
come up. to crores Of rupees. And this question may 
be postponed till our manufactures are more Mghly 
developed. 

(B) lm2)cnal Preference . — ^I have already discussed 
this question in the general statement, and the follow- 
ing answers are intended only to supplement the more 
general discussion. 


16490. Q. 35. I am not very keen on Imperial Pre- 
ference for the reasons already given. India is too poor 
and too backward for such self-sacrifice. In the past 
she has sacrificed enough to Great Britain. It is time 
tnat sne at least repaired the damages suffered in the 
past and drew level with other countries before ventur- 
ing on experiments in voluntary sacrifice. 

16491. Q. 36. If preference is to be adopted I cer- 
tainly would favour the United Eangdom to whom in 
spite of all differences India is under vast obligations 
and owes a grateful duty. As for the other parts of the 
Bmpire it would depend on now they treat us. 

16492. Q. 37. It preference is to be effective India 
must suffer a loss. As for retaliation by foreign coun- 
tries I have already stated that there is no need to take 
it seriously. 

16493. y. 38. I am not in favour of preference but 
if any such should be given, say, some preference may 
be shown on manufactures imported from England such 
as iron and steel, tin, brass, copper, machinery, hard- 
ware, woollen goods, rubber goods and railway plant. 
But my fear is that the Englisii manufacturers will con- 
tinue tio exploit India; and the recent revelations in 
regard to railway purchases have not fortified my con- 
fidence in their fair dealing, it will be remembered 
that low quotations from some foreign countries were 
rejected in favour of extremely high quotations from 
England which our High Commissioner afterwards suc- 
eeeded in getting reduced. But the Indian tax-payer 
has been put to enormous loss which he could ill-afford. 
My feeling is that until India has been put on a better 
basis economically, and has improved in her prosperity, 
the question of preference should be kept in abeyance. 
It seems to me that if preference is to be a reality^ pro- 
tection will fail of its purpose, wholly or partially, and 
that if protection is to be a reahty the preference given 
would be more nominal than real. For the present at 
any rate we have to concentrate on protection. 

(C), (B), (E) and (F). — ^These questions are evidently 
addressed to men in business, which I am not, and 
therefore I beg to conclude my statement here. 
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16494, President — Q. In the first paragraph of your 
written statement you say “ The need for keeping an 
economic grip on undeveloped countries has been one 
of the causes of the unconscionable imperialism and 
militarism of Europe and its xeaction on the character 
' of European nations has been deplorable from the point 
of view of humanity.” Will you please explain a little 
more in detail exactly what you mean? 

4- It is a matter more of history and of opinion in 
connexion there\vith; What I mean to say is that the 
amount of exploitation that is going on of -undeveloped 
countries in Africa for instance, has been to a very 
large extent due to the need for securing food and raw 
materials for countries which are entirely dependent on 
foreign sources Jor the supplies required for their manu- 
facturing plant, and that that has been the cause of 
what is called ** Economic Imperialism ” which in its 
own way has not been over-mindful of the rights of the 
less developed peoples in the world. 

16495. Q. What is the fiscal policy which you would 
reemmend? 

4. It is contain^.d in the last paragraph. I would like 
to see a balance struck between the manufactures of 
the coimtry and its raw material production and I 
would not like manufactures to be so highly developed 
as to necessitate a grip of foreign markets for the sake 
of the raw materials, as to necessitate your having con- 
trol of some other countries or markets for the sake of 
raw materials. 

16496. Q, ” For the sake of raw materials,” what 
does that mean? Would you develop industries for 
which India has got natural advantages? 

4. Put it that way and to the extent of such advan- 
tages. 

16497, Q. That is to say, your idea would be that 
steps should be taken in India as far as reasonably 
possible towards the development of industries as well 
as of agriculture, 

4. Precisely. 

16498. Q. One should not be given priority over the 
other, ^ 

, 4, That is it. 


16499. Q. Then in regard to the establishment of 
foreign firms in India you say ‘‘ If foreign firms could 
be made to bind themselves to associate Indians in 
their management and in other ways to help to edu- ‘ 
cate India industrially there ought to be no objection 
to their bein^ established in India. 1 understand that 
some such policy as this was followed in Japan with 
success.” Will you please explain first what policy 
you refer to as having been followed by Japan with 
success? And the second question I want to ask you is 
whether the measures you advocate can be practically 
carried out. 

4. Weil, that will depend on the attitude of Govern- 
ment. In Japan Government took a very real and a 
very live interest in developing industries through the 
agency of its own nationals and it provided expert assist*^ 
anco to its people. It started modern factories which 
after they reached a certain stage of development were 
handed over to private enterprise and in various ways 
it stimulated enterprise on the part of its own citizens. 
When I was in Japan in 1913 I was told that they were 
negotiating with three or four important firms of 
European standing to open branches there but under 
certain conditions such as having half the number of 
Directors of that branch Japanese and associating in the 
management (even more important than directorship is 
the managing agency so far as the learning of industry 
goes) of some Jiapanese business men and so forth. I* 
think such a policy as that is not beyond the pale of 
practical politics. I would distinguish between the ques- 
tion of capital and that of management. It might not 
be easy to secure a definite share in these flotations for 
Indian capital because there is nothing to prevent In- 
dians from selling these shares afterwards; The foreign- 
ers may buy them out but broadly speaking, the ideas 
I had in my mind are as follows : First, all these foreign 
firms should be obliged to incoi-porate under the ^dian 
Companies Act, and they should take out a license. 
You know how Indian triers were badly, hit in South' 
Africa because they felt, that the Indian tnader 
competing only too successfully with the English shisp^ • 
keeper, imd so on, There Js i^o^dqj^bt that 
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h public opinion wliioh in some ways almost developed 
to the extent of a boycott and there was also enterprise 
on the part of the European rival but at the same time 
law too was brought in. I don’t see why if we are 
placed in similar circumstances here we should not take 
a leaf out of that book. So, I would suggest this 
licensing or if you prefer the word which would sound 
better, incoiporation under the Indian Statutes and then 
there should be some conditions regarding the number 
of directorships that ought to be reserved for Indians 
and if there is only a single managing agency some 
provision must be made to have an Indian associated 
with it and if it is a firm of managing agents you might 
stipulate a certain proportion of them to be Indians. 
You might also stipulate for these firms taking in some 
apprentices whom Government or the Departments of 
Industries might depute ; and another idea that I would 
throw out is (this condition covers also the question of 
nationality of capital if one might use such an expres- 
sion) a graduated eorpo: 5 ation tax, the gradation being 
according to the nationanty of capital and management. 
Well, when I discussed this with the Japanese gentle- 
man, he told me that if these restrictions are imposed, 
perhaps, the foreign firm would not care to open any 
business here. 1 said opinions might difier as to whether 
it was a matter for regret or for rejoicing. 

165(X). Q, And you think these measures can be prac- 
tically carried out? 

A. Provided the State has a will in the matter. 

10601, Q. Assuming that the Government of India is 
. anxious to meet the wishes of the Indian public in this 
respect and it comes to the conclusion that it is in the 
bast interest of India, do you think that a measure 
like the one you have advocated can practically be 
carried out? 

A, Yes, 

16602, Q, As regards your answer to Question 6, 
what is the new agency which you advocate in which 
Indian interest should have absolute command? 


A. The new system is what is broadly called the 
system of protection in which our tarifi policy, and not 
merely the tjarifi policy, but all the direct and indirect 
methods by which Government could afieot the trade 
and the industry of a country for better or for worse 
would be directed to promote primarily the Indian eco- 
nomic prosperity. And as regards the agency what I 
would say is that it should be Indian. You should have 
your own Consuls abroad, and the consular reports 
should be published. Even in the Central Government 
there ought to be a Ministry responsible to the legis- 
lature which is botmd to be absolutely Indian in charac- 
ter and outlook, and by securing such responsibility to 
the popular will we would be avoiding the mistakes, 
well-intentioned in some cases probably, but I am not 
sure whether they were so in all cases — ^made in the 
past. There is one other thing that comes under ano- 
ther head, and I do not know whether you are going 
to raise that question, and that is in regard to the 
standing committee for the revision of the tariff and so 
on. 


16608. Q, That is in answer to Question No. 29. You 
say .you are utteffly opposed to it. 

A. If there is going to be one, there ought to be 
ft ^r^fourths majority of Indians on it, including also 
"" mxobet of the representatives of the rural inter- 
‘ case Ihls ministerial system with 

Sli% the |hopular legislature is introduced, 
Iteding at all for the 

reasems I have already given. 

16604. Q. And your new i&genoy for industry and 
oftmmerce in the Central Government should be in 
eliaige of a Minister^responsible to the legislature, who 
wo£idd have full ^wers to develop Indian Industrie on 
na^onel Imes. %& that what you mean? 

A. Yes. 


106Q6.. Ur. Uamtiam Momrjee* — Q. Will you please 
tdl ns if Amedoa and Canada, in fixing their tariff 
polk^, have suooeeded in adjusi^ the interest of agri- 
and industry? 

4. Have I made that statement? 

16606. Q. No. I am just asking you. 

4, I do not know whether they have ever been able 
to achieve a p^eot balance in &at matter. There is 
a oertain oonfiiot of interest between the extractive in- 
dustries and the manipulative induskies. What I found 
was that in America and Canada the agrarian parties 
were a trifie more inclined to free trade &an the indus- 
triahsts, and it was to meet their wishes that some, 


I believe Sir Wiiiricl Laurier, proposed loweS 
duties than were prevaleut. , , , , , 

16607. Q. You say that the land tax should be made 
permanent. Eut do you think that the lyot in Eengal 
is better off than, or is equal, to the ryot in the rjot- 
wari areas? 

A. When I say that the tax should be made perman- 
ent, 1 am not committing myself to the zaminctari sys- 
tem of permanency. There may be different varieties of 
permanency, and the evils of the zaniindari system must 
De met by other remedies and not necessarily by the 
giving up of the principle of permanence. 

16508. Q, You say that the poverty of the Indian 
people is due to other causes which are not all econo- 
mic. Can you tell us what the other causes are? 

A. Certainly. W'hen there is matrimonial con- 
scription and economic improvidence 1 should certainly- 
put that thing as one of the cheapest things. 

16509. Q. And the second? 

4. Our social habits. We waste time over so many 
holidays. Hindu civilisation has not been moulded by 
economic ideals or economic considerations. 

16510. Sit Montagu Webb.—Q. Mr. Beddi, do you 
speak on behalf of any association or body in Madras? 

4. At the time I wrote the paper I represented myself 
and nobody else. 

16511. Q. Have you had any commercial or trading 
experience? 

A, Not in that way. I underwent a course of econo- 
mics under Professor Marshall and at the time too 
when the question of protection and free trade was the 
burning question of the day. It was about 1904 : then 
he lectured to us on the new blue book — ^we called ft 
the fiscal blue book — which v as published in connection 
with the agitation of Mr. Chamberlain. Then, I was 
myself alecturer for the College classes in the colleges 
ajSfiliated to the Madras University. Then I have been 
Chief Examiner in Economics. So, I - am only a 
theorist at best. 

. 16512. Q. Your paper is written as the result of your 
studies of the problem generally? 

4. Yes. 

16518. Q, Well, I congratulate you on your paper. I 
think it is very clearly written, and I can understand 
your point of view, xou are by no means an extreme 
free trader and you are by no means an extreme 
protectionist, and according to my classification you are 
a “ discriminator.^^ 

4. I thijik a great part of the woes of Europe ie due 
to the extreme protectionist theory. That is the view I 
hold. 

16514. Q. As a result of your studies, .do you think, 
or don’t you think, that the effect of tariffs has been 
very greatly exaggerated. Many people, I notice, think 
that free trade produces wonderful results and on the 
other hand, I meet with other people who think that 
a policy of protection will convert the world into an 
economic millennium. What is the result of your 
studies? Do you expect great results? 

4. I do not say that by itself it would produce great 
results, but it would create conditions under which, if 
there is enterprise and efiipiency, you wo^ild have great 
results. 

16515. Q. Are you for a free trade or a protective 
policy now? 

4. In England I was a free trader, land I would.be 
that in England to-day, because there you practically 
depend upon a system of double exchange for your 
economic life. You have to get the raw materials and 
to send out-the manufactured articles. Here we are 
differently situated. We have our raw materials here, 
and I am not very keen about sending our ‘mfitnufac- 
tur€« outside. That amoupt of development as would 
consume our own raw materials I would be content 
with. 

16616. Q. You want to make India a self-contained 
country? 

4. I have stated the limitations. I do not like that 
self-containednesB as an ‘economic ideal. But if I have 
to choose between a self-eontainedness of this character 
and an under-relationship in which one nation is practi- 
cally to commandeer the raw materials of another nation, 
I would certainly prefer the former. 

16617. Q. Can* you give an instance of commandeer- 
ing? 

4. Well, I should say these are controversial points, 
and I do not expect we shall agree. < ' • 

16618. Q, I should lika to know what you have m 
mind. • „ . 
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A. For instance, the policy of certain European coun- 
tries towards rubber in the Congo. 

16519. Q. That is the kind that you had in mind? 

A* Yes. Kecently la book was published by certain 
businessmen regarding what is being done in East 
Africa generally. We may or we may not agree, but 
that is the kind of feeling. 

16520. Q, Suppose a trader went along in the open 
market and purchased a commodity and paid for it, 
would you call it commandeering? If I walJsed into 
the market and purchased 100 tons of rice and paid 
for it, would you call that transaction commancTeering? 

A, It will lall depend upon what is meant by an open 
market. If it is a market in which the other people are 
as clever and Businesslike and economically as well 
developed as you are, it will be an open market. Other- 
wise it will be something like a bargain between the 
landlord and the tenant. It is like the freedom of 
contract, where the freedom is all on one side and all 
the contract on the other. 

16521. Q. Could you apply your expression to the 
very transaction which I mentioned? Would you call 
it commandeering if I went into the open market and 
purchased a hundred tons of rice at such price as the 
merchant would receive for it? 

A, In Maduas I would call it. But in Bombay I 
would not call it. In Bombay the people are supposed 
to be exceedingly clever in business. 

16522. Q, There' you think I should be the victim 
and they would commandeer my money? 

A, Yes. 

16523. Mr, Coyajee. — Q, In your interesting me- 
morandum you express an apprehension that on the 
whole under import duties on manufactures and ex- 
port duty on raw materials, rural inuerests would tend 
to suffer. Is that apprehension shared by any practi- 
cal agriculturist? 

A, I have just had a look at the memorandum sub- 
mitted to this honourable body by the Ryotwari Land- 
holders* Association. I find they share the same ap- 
prehension, and they have got a greater right for this 
apprehension than jany other public body in South India. 

16524. Q, In your answer to Question No. 33 you 
say you are strongly against export duties on food- 
grains. But might I submit for your opinion a cer- 
tain contention which has been advanced in defence of 
such export duties? The argument urged has been 
that India has no real surplus of foodgraina to export, 
and therefore we should put export duties and try to 
keep the foodgrains in the country for the benefit of- 
the people of the country. The foreign countries have 
more money and they can buy at a higher price. 

A. I am very glad you suggested to me a point, which 
1 am willing to take as a correction to my note. If in 
times of scarcity there is an apprehension of famine and 
if our total supply is not equal to the demand then 
naturally we will have to keep it here. Then it becomes 
a war measure and no longer business. But what I do 
dMre is that such a thing should nob be brought 
forward as a proposition which could be justified on 
purely economic grounds, because on your own hypo- 
thesis the agriculturist suffers. * 

16525. Q, It is not my hypothesis : it is the other 
gentlemen’s hypothesis. 

A- Very well. What I would propose tinder such 
conditions is a war measure under a price guarantee. It 
really comes to this : by putting on an export duty the 
State is commandeering the* supply for the good of the 
citizens and you have to indemnify the producers for 
that- 

16526. Q, And then the export duties will be only 
for exceptional circumstances? 

A, Yes. Then also something should be done to in- 
*demnifv the agriculturist. 

■ 16527. Q. So also in the case of export duties op 
commercial crops, you would also proceed with cau- 
tion where there is competition? 

A, Yes. 

16528. Mr, Seshagiri Iyer, — Q, There is only one 
question. You are living amongst agriculturists? 

A. I am an agriculturist myself. 

16529. Q. Is there any fear that by establishing in- 
dustries agriculture will be depleted of labour? 

A. I do not think there is much fear of that. For one 
thing, we have available resources in the shape of the 


large number of people who emigrate year after year 
from our own country, and these resources have since 
become augmented by the compulsory repatriation of 
some of them. 

16530. Q, Not only that: you will also find as a 
matter of fact that these people are only working for 
half the year; they are not working for the whole of 
the year and if scientific methods are applied to agri- 
culture you won’t require so many men. 

A. I do not think that agriculture will suffer by indus- 
trial development. 

16531. Mr, Mant. — Q, Mr. Beddi, holding as you do 
that the rural -classes would suffer from protection why 
do you recommend an immediate levy of a duty of 25 
per cent, all round? 

A. That is purely as an emergent measure. This is 
"how I came to suggest it. At present in this confusion 
of conflicts I do not know where I am. All that I know 
is that the European nations are doing their level best 
to cut down consumption and to increase their exports. 

I have suggested this measure not on a clear understand- 
ing of the situation, but because I want something to 
be done immediately to give us time to think out a 
policy so that meanwhile our interests might not suffer. 

1 suggest it purely as an emergent measure in view of 
the policy of the European nations. 

16532. Q, And you want it as a tomporary mea- 
sure? 

A. Very temporary. 

16533. Q. Then, a little lower down you say that 
whenever you put on a protective duty it should be 
of a temporary nature. You say “ My proposal would 
tend to create the opposite presumption, namely, that 
it would be there only for a limited period and con- 
tinued thereafter by legislative enactment. Would you 
fix a definite nuihber of years for a duty when you 
put it on? 

A. Perhaps, if I gave an illustration I could make 
myself clear. Let us take the rubber or the oil indus- 
try for which we are supposed to have plenty of raw 
material here. If we want to develop these industries 
by means of a protective tariff, under the usual procedure 
of the legislatures what happens is that a duty is levied 
and it is practically kept on and on indefinitely, and you 
do not provide an urgent stimulus for the manufac- 
turer to be up and doing immediately to, derive what 
benefit he could from that measure. Now, this is the 
idea which I venture to submit to the Commission. 
You say that these duties will be there for 10 years 
or 15 years, as the case may be, the presumption being 
that after that time they will cease unless re-enacted, 
whereas the presumption under the ordinary course 
is that the duties would remain on until removed. I 
suppose in effect and in s-ubstance there won’t be much 
difference between the two, hut I think under my pro- 
posial you would be providing a kind of spur and stimulus 
to the manufacturer. 

16534. Q. The duty would be imposed by the Legist 
lative Assembly, would it not? 

A. I should think so. 

16535. Q, The Assembly would have a life, as a 
rule, of 3 years. As an assembly which has only a 
life of three years, has it any right to commit its sue- 
cessors for a period oE 10 or 15 years to a (‘ontinuance 
of the duty? 

A. I see : it is only a technical point. 

16536. Q. I am not asking anything technical. I 
am asking a practical question* In all those countries 
where there are conflicts eff interest, in the matter 
of protection, e,g,j in America, when a new party 
comes in you are liable to have a revision of the tariff. 
When a party in power is in favour of a particular tariff, 
they cannot bind the other party by laying dovTi that 
the duty shall be in force for 15 years. 

A. I feel the force of the point you have raised, and 
I think my idea should be revised in the light of your 
remarks. If my object could be secured by other m^ans 
I should be satisfied. You kno^ when a duty^is levied 
prices are affected and the merchants and middlemen 
^ sometimes reap a profit and a big one, but we must so 
adjust things as to give a spur and stimulus to^ the 
manufacturer to set up his industry and to make it a 
success. I am thinking only of' those cases in which 
after enquiry you are satisfied that under the conditions'' 
prevalent in the country particular industries could ’ 
developed in a reasonable time. ' 
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16537, Q. Would the Le^slative Assembly have 
power to bind the Government which succeeds them? 

A. I admit your objection. Under our present rule 
the same subject may be brought forward for discussion 
the next year. There is nothing to prevent the policy 
being revised the next year. 

16538. Q. So you have to modify your statement? 

A Yes. I quite see the force of your objection. 

16539. Mr, Coyajee, — Q. I might suggest to you 
that in the early tarijffs of America provisions similar 
to those suggested by you were incorporated for re- 
ducing the duties within a certain number of years. 

A. I see the force of your remark. Though there 
may be a change in Governments and legislatures, cer- 
tain things which are laid down are carried or. as a 
kind of moral obligaton by succeeding Governments. 

16540. Mr. Jamnadas Dwarhadas. — Q. Now, Mr. 
Beddi$ this power which the Legislative Assembly has 
got of reducing the duties every year, — is not that a 
great safeguard against the dangers of protection which 
you rightly speak of? 

A. It may cut both ways. If your manufacturer 
has no certainty that the duty will be there how could 
you expect hini to start industries? 

16541. Q, If you fix five years, how is it going to 
help the manufacturer? The manufacturer will say: 

** Probably it won't be enough to prosper within 5 
years ” and he won't start the industry. 

A, But my hypothesis is that you would select those 
induainas for protection which on examination are found 
capable of developing in course of time with protection 
only in the infant stage. And I further assume that 
our economic a^trologei's would be able to forecast when 
the infant stage would be got over. 

16542. Q, You yourself speak of the dangers of pro- 
tection, and you have elaborated them in your note. 
Suppose a certain industry is given protection for a 
certain number of years, but that those who fixed the 
duties never foresaw the dangers. If, in the course 
of two or three years, it is found that that protection 
is a real danger to the consumer, under the present 
procedure that danger can he removed at once by re- 
moving the protection. 

A, 1 quite agree with you. Elasticity has its advan- 
tages, but at the same time it produces uncertainty. I 
do not press my point : I leave it entirely at the mercy 
of the Commission. 

16643. Q, In the words of Sir Montagu Webb, you 
are a discriminator. You think that India cannot 
solely depend upon agriculture. 

4. Undoubtedly. 

16^. Q, You have pointed out the case of Eussia 
where this sole dependence on agriculture has proved 
a great danger. At the same time you have pointed 
out the danger of over-industrialisation. 

A. Austria is the classic example. 

16545. I would ask you this question. Consider- 
ing the present state of India, do you think you are in 
a position even to consider the evil effects of over- 
. ind^rialiaation? 

^ .Hot at j^resent. But aa we are here to lay down 
a foSi^ I thmk it is better to keep that in view also. 

16546. Q, And therefore, am I right in inferring 
that so far m the present state is conoemed you 
tiwid at once recommend a poHcy of protection? 

A. Certakiily- 

16547. Q. As to the danger, that you see ahead, 
which every sta^man ought to see don’t you think 
that the varied Interests in the Indian legislatures will 
be able to, safe^iard the interests of the masses? 

A, It to me that while that is .so, it would be 
dfairable ^bat in the particular standing committee that 
in 4h© questionnaire as the body which ought to 
hi set up to act part of an expert ^viser, a third of 
the membership should be p«^ple connected with agri- 
ouHttPe and other extractive industrieR, Usually what 
happens is that these interests mo ignored in such com- 
mftteee, and if you are going to have a ataiiding com- 
mltlee at all, T would see in it a certain number of in- 
dustrialkha and businessmen, and equal number of men 
conn««»tcd with the extractive industries like agrioultore 


and coal-mining and things like that, and a few experts, 
theoretical like economists and practical like success- 
ful magnates. Such a standing committee would un- 
doubtedly command the general confidence of the ^ 
country.' I would not like to see it overweighted by 
industrialists. That was my submission. 

16648. Sir Manechjee Dadahhoy. — Q, From your in- 
teresting paper I find that you think that import duties 
on manufactured articles and export^ duties on raw 
materials will tend to affect the rural interests. I am 
not able to understand this. The rural population 
make very little use of imported articles and therefore 
they will not be affected by the rise in the prices of 
imported articles on account of the duties. As for 
exports, we generally export articles ip which we have 
a monopoly and for which there is a foreign demand. 
How then wdll it affect the rural interests? 

A. In regard to the second point, Sir, you will find 
that I have not ignored it altogether. I have said that 
we might not suffer very much because we do not ex- 
port manufactures, but we export raw’ materials which 
are more or less in great demand in foreign countries. 
There are certain raw materials in which there is in- 
ternational competition, and if export duties are put 
on such articles it means that you prevent us from 
having a foreign market where we will get a higher 
value for our products. In regard to jute and a few 
other things in which we have a monopoly, I would 
not mind. Sandalwood for instance, though Brazil 
has sandalwood yet the Indian sandalwood is ' of a 
special quality, the like of which is not found elsewhere 
and compared to which the Brazil sandalwood is far 
inferior. But the same thing cannot hold good about 
coffee or tea. 

16549. Q. In order to stimulate industries, boun- 
ties will be more helpful than high import duties? 

A. I wall give a concrete thing I had in mind. I sup- 
pose the crux of the situation in India is machinery. 
Now we have a duty on iron and steel works. Import 
duties mav to some extent help in inducing the people to 
so in for the construction of machinery. But the duty 
by itself is not jSfoing to pi'oduce maehsaery. We want 
the Consulting: Engineer to draw up plans, etc. I there- 
fore say that if you want to give any liberal help, I 
w'ould suggest that you may give a bounty. 

16550. Q, What do you mean by saying that it 
would be more effective? 

A. I mean that a bounty is a direct incentive to pro- 
duction whereas an import duty is an indirect incentive. 

16551, Q. In case where this protection is to be 
given, would you give continuous protection to war 
industries? 

A. Yes. 

16552. Q, Do you regard steel as a war industry? 

A. T would regard steel and some other metallurgical 
industries as war industries and I would give them conti- 
nuous protection and in cases for instance, of railway 
plant, engines, machinery, etc., I would in addition give 
bounties for a certain number of yeax’s. 

16553. Mr. Jamnadas Dwarhadas, — Q. You say . 
“ coming to the sp^ecific measures I would place the , 
development of an Indian Merchant Marine as one of 
the first objects to be pursued and whatever protection 
may be required for this purpose should be extended 
unstintingly.” Would you make any definite propo- 
sals as to hoY the protection Is to be given or how the 
mercantile marine is to be developed? • . 

A. It can be done by viarious concessions tb,at't1ie 
State might give. 1 know in point of fact that in Japan 
bounties were given on a twofold basis, bn the tonnage 
constructed, then premia on the dockyards. They gave 
also bounties on the mUeag8.jaf the voyages done by the 
Japanese ships. They have got very strict rules in 
.re^rd to the transferability of the share capital, T 
think that the State Ixere can do a great deal to revive 
this ancient industry. The nation which is weak in 
its carrying trade suffers as mxich as an industry could 
suffer through difficulties of transportation by railways 
and so on. ‘ ' 

16554. Q, You think that the nation is weak in its 
carrying t^e. Is this weakness artificially ’ 
by the policy of Government or is it natursJ? 

d . I do not know how to put it. AH MsteJ^y is artifipe,* 
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16555. Q. 1. I favour a policy of free trade, but 
with certain restrictions and reservations. Free trade 
I advocate only in respect of countries whose resourc- 
es, both natural and artificial, are eq^ual I have no ob- 
jection to the levy of import duties for the purpose of 
obtaining revenue. 

16556. Q. 2. Import duty is a more suitable form 
of taxation for India than direct taxation. The^ sys- 
tem ot accounts kept by retail dealers in India is no 
help for the levy ot any direct taxation. It tends to 
disnonesty and corruption. 

If fresh taxation were necessary, I would prefer an 
increase in customs revenue. Such taxation is more 
easily levied than direct taxation and does not cause 
any nardship. 

16557. Q. 3. While accepting the levy of import 
duties for revenue purpose, I would suggest changes 
in the list as also a change in the rate ot taxation. 

16058. Q. 4. The existing principles are defective : 
they are based on British and foreign interest. No 
consideration m respect of India’s int/erests appears 
to have weighed with the framers of the list. 

16550. Q. 5. The existing tariff policy has acted de- 
trimentally on the Indian industries in the past. It 
has practically ruined the economic prospects of the 
country. If this same policy is continued, India will 
soon be depenaent on foreign countries even for her 
necessaries, it is just time that some consideration 
is given to see how India’s industries can be develop- 
ed. 

16560. Q. 6. I approve neither in theory nor in 
practice the levy of excise duty on any ai^icle simply 
because such article is imported from abroad. No 
country in the world execpt India has tolerated this 
levy. 

16561. Q. 7. The levy of excise duty is justifiable 
only when local interests are concerned. 

16562. 8. How could any duty be imposed with- 

out causing a rise in the price to the consumer? Im- 
position ot any duty, either import or excise, only 
gives a handle to the retail dealer to raise the price 
, higher than he need. 

16568. Q. 9. The fostering of Indian industries 
should be one of the objects in framing the tarifi. The 
advantage gained in so doing will be the use of raw 
material produced in the country’ and the consequent 
finding of labour for the poor. 

■ 16564. Q. 10. India, centuries ago, was a self-de- 
pendent country and produced all her requirements 
and more also. She was, an exporting country of fine 
wares. If sufficient protection is given, it may not 
be long .before she can become independent of other 
countries in respect of all needs. For some time to 
.coine'she will have to import the following: 

' Machinery and mill work, railway and tedegrapn mate- 
rial, printing and litho material, hardware and some 
agricultural implements, spices, cassaua, canes and 
rattans, longstaple cotton and raw silk, laboratory 
appliances and* apparatus, glass and glassware, hard- 
ware, paints, cement, petroleum, etc. 

’ 16665. Q, 11. Only on some. 

16566. Q. 12, The following are some I would 
select for immediate* protection : toys, gold thread, 
sugar, paper, beads and bangles, imitation jewellery, 
riaaiches, aoap, cutlery, twist and yarn of counts be- 
low 60, biscuits and confectionery. 

16567. Q, 13. It is desirable to establish new in- 
dustries by protection. I would select, for the pre- 
sent, some named in No. 12 to make a beginniag, for 
which raw material ia found in abundance in the coun- 
try, now going to waste. 

16568. Q, 14. I would confine protection only to 
.industrias as are capable of facing compstitiOT 


within a period of ten years without the assistance of 
protection, provided only that such are not bounty and 
subsidy-fed in foreign countries. 

16569. Q, 15. Of course, special protection is ab- 
solutely needed in case of all foreign favoured goods. 
The facts must be ascertained with the help of Bii- 
tish representatives stationed in countries where such 
are manufactured. 

16570. Q, 16. Cotton hand-loom industry deserves 
every help. Improved methods should be adopted. 
To help this industry I would consider it riglit to levy 
excise duty on mill-made goods. 

if suMcient help and encouragement are given, this 
industry is bound in course of time to enable India to 
grow richer and face famine, etc. Thousands of weavers 
jn many weaving centres are without employment, and 
ore seeking employment as menials and coolies. This 
will enable them to earn a decent living wage. 

16571. <2. 17. There is this danger: time and cir- 
cumstances alone must suggest means for stopping 
such a combination. 

16572. Q. 18. Not at all unlikely. This is the one 
danger against which every effort should be made. 
A system of licences should be introduced and the 
granting of such licences should be, in the hands of 
local corporate bodies, whose, members have no inter^ 
est in concern which aro hlrely to impede the progress 
of such industries. 

16573. Q, 19. Such conflicts as contemplated are 
likely to arise, and it may not be difficult to adjust 
them; helping the weaker of the two must be the 
guiding principle. 

16574. Q, 20. The whole, if not something mora 
also, will be passed on to the consumer in a rise ol 
price. If the duty levied is 5 per cent., at least 8 ot 
10 per cent, will be the rise in price. 

16575. Q, 21. It may not be perm^ent, matter® 
will adjust themselves in course of time; and even it 
the rise continues for some time, dt wiU not be felfe 
as a hardship, inasmuch as there will be better oppor- 
timities for earning a better wage. In course of time 
supply will become sufficient and prices are likely to 
go down. 

16676. Q. 22. Yfes^I would. 

16677. Q, 23, In India necessaries of life are not 
wanting ; if protection causes a temporary rise in prices 
it is not likely ^ to cause'' trouble and discontent. I 
would class under necessaries only articles of clothing. 

16578. Q, 24. Increase in the tarif rates will not 
materially afiect the price, but the trouble is with the 
middle-men who take advantage of any rise in taxation 
and make it a pretext to enhance the price; but when 
the supply is good there cannot bo any appreciable 
increase in price. This difficulty may bo averted by 
occasionally publishing leaflets containing details re- 
garding the cost of production of any article and what 
the price to the consumer might be. 

16679. Q. 25. The object of protection is to les- 
sen foreign imports, and it is to be expected that 
commercial relations with foreign countries will be 
affected, but it will be more than compensated by the 
general prosperity and contentment in the country. 

16580. Q, 26. It would undoubtedly be an advant- 
age. 

16581. Q. 27, Special and different tariffs according 
to the treatment given to India' I would recommend. 

16582. Q. 28. More details would be necessary j the 
lists will have to be enlarged and amplified according 
to the rates fixed. 

16583. Q. 29. A permanent organisation would -be 
necessary. ‘ * ' ^ - 

16584. Q, 30. The schedule ol export 
quires alteration. - 

f . ■- 
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16385. Pi'esident, — Q. In para. 1 you say “ I favour 
a policy of free trade, but with certain restrictions and 
reservations. Free trade I advocate only in respect of 
countries whose resources, both natural and artificial, 
are eq^ual.” Do you think that India is such a coun- 
try? 

A, No, it is not. 

16586. Q, Then you don’t favour free trade in India 
under the. present conditions? 

A. No. I do not. 

16587. Q, Will you please explain your answer to 
Question No. 4 a little more fully? 

A. The lists hiave been framed so as to encourage 
foreign imports largely and the rates of duty have been 
so imposed as to favour them, but local considerations 
do not seem to have weighed in framing the lists nor 
in putting up the rates of duty, 

16588. Q. Is that your opinion? 

A. Yes. 

16689. Q. In para. 18, you say ** not at all likely.” 
Do you mean the establishment of foreign firms? 

A, Yes. 

16590. Q. ” This is the one danger against which 
every efiort should be made.” Why do you think that 
the establishment of industries by foreign firms is a 
danger? 

A. It is a danger because, they won’t allow Indians 
to have a part in the management of the firm. In many 
instances the Indian is not allowed to get into the man- 
agement, and ev^n if he is, he is only in the minority 
smd every possible effort is made to create European 
interests and Indian interests are allowed to die. 

16591. Q. Then your remedy would be a system of 
licenses, and the granting of such licenses should be 
in the hands of local corporate bodies? 

A. Yes. 

16692, Q, What do you mean by local corporate 
bodies? 

A, In this Presidency there are many districts and 
if any industry is to be established in any one district 
the district board will be the corporate body for that 
industry. 

16593. Q, Then you would give the district boards 
power to grant licenses? 

A. Yes. 

16594. Q. Do you think that would be an adequate 
remedy? 

A. I would have some merchants and agriculturists 
also in that body, 

16595. Sit Maneckjee Bcdahhoy. — Q, Do you think 
that the present list does not take into account In- 
dian interests? 

A, Yes. 


16596. Qn And therefore the list should be so f ralli- 
ed as to lavour Indian interests. - 

A. Yes. 

16597. Q, In para. 23 you say that under neces- 
saries of life you would have only articles of clothing. 

A. That is the chief article of necessity. 

16598. (J. Then it is not exhaustive? 

A. No. 

16599. Mr, Jardnadas Dwarkadas.—Q. Coming to 
para. 12, you say you would advocate protection for 
yarn of counts below 60. We have been told that in 
Madras you have a handloom industry and that the 
handloom industry will suffer if you do not exempt 
yarn from import duty. 

A. I refer to yarn below 60 counts. 

16600. Q. Now is there any force in the argument 
that the handloom weaver will suffer if you impose 
a duty? 

A. No, not in the least- Levy of import duty on yarn 
will not make the weaver nor the consumer suffer. 

16601. Q. Why? 

A. Because the rates will be very low and yarn costs 
so much as Es. 20 per bundle of 60 paras. 

16602. Q. Is it not also true that most of these 
handloom weavers use mill-made yarn for producing 
cloth? 

A. They do largely and in case foreign yarn is cheap ’ 
they use that also. 

16603. Q. Do you then think it would be a good 
thing to have an import duty on yarn? 

A. Yes, it is. 

16604. Sir Montagu Webb, — Q, May I ask you as to 
what your experience is with regard to trade and com- 
merce? 

A. I was in trade in the early eighties, and I was an 
appraiser in the Customs for 20 years. 

16605. Q, Have you had any experience in any in- 
dustrial undertakings? 

A. No. 

16606. Q, In para. 5 you say that the present policy 
has ruined the economic prospects of the country. I 
have seen a great many industries flourishing.’ 

A. My answer relates to Madras. 

16607. Mr. Narottam Morarjee.-^Q. In para. 15 you 
say the facts should be ascertained with the help of 
the British representatives. Have you got British re- 
presentatives there? 

A. Every Country has got British representatives. 
It is from them, I suggest that rates, bounties and sub- 
sidies should be obtained. 

16608 Q. Do you mean British representatives? 

A. Whoever the representative may be. 
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r ‘ . ' Wntien Statement, dated the 10th January 1922, 


16^. Q, I. I iih iBi favour of protection lot this coun* 

16610. Q. 2. I do not think conditions iii this country 
allow of any appreciable expansion direct taxation and 
believe that a customs tariff is mere suitable. 

16611. Q. 3. There h no reason why the greet bulk of 
the manufactured articles now imported shorld not, given 
favourable conditions, be manufactured in the country 
its^f and the import list will have to be revised with 
this ffoal in view. 

16612. Q. 4. Ho. 

16618. <2. 5. It has prevented the growth and develop- 
ment in this country of the varions inaustri^ of which the 
raw material as welt as the dim! markets are available here. 
If the present policy persisted in, ilie industrial develop- 
ment of India will continue to suffer, and in future even 
more than in the past, beoatfse all important countries are 
trying to regain their aquilibriuin by putting up tSriff walls 
to prevent undue imports and are stiaining every nerve to 
increase their own exports. If we do nothing to prevent 
the free play of these forces on this country the result will 


be the dumping of foreign manufactured goods into this 
country -perhaps the greatest open market of the world — 
and making it the arena of cut-throat competition between 
the^ leading manafacturing countries of the world Of- 
which would try to retain and strengthen its oWBC'feeflitfM 
in the Indian market. The consequence is sure to be that 
not only will new industries be prevented from getting a 
favourable stirt, but that even^ existing industries will go 
to the wall. ^ 

16614. Q. 6. Ho. 

16615. Q, 8. The question of raising the price to the 
consamer although often put forward is really misleading. 
Every individual in a country except the very favoured few 
who do not work, and live on inherited incomes, is both a 
roducer and a consumer. Every such individual coutri- 
utes by his labour to the sura total of the national 
although some may work with their hand&and 
their brains. Therefore if as consumer he pays for wlro ie'f" 
consumes, he benefits as producer from a kvger shl^ 'di ” 
enlarged national inoon^ Such larger M ' 
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necessarily be in £ sh. d. It can be in improved 
conditions and greater amenities of life all round. 

I IV this country such crying needs of the country as edu- 
cation and sanitation are notoriously backward and the 
reason advanced is that the resources of the Government 
are unequal to all the calls made on it. A high tarifE will 
place large revenues at the disposal of the Government 
and its consequences in better sanitation, education, etc., 
to each individual consumer cannct be measured in money. 

The tariffs will help the establishment of fresh indus- 
tries and expand and diversify the fields of employment 
to every individual in the country and by larger dernands 
made on it will tend to raise the value of all labour 
(whether brain or manual) in the country. These benefits 
also cannot be measured in £ sh. d. 

The training and efficiency for which opportunity will 
be given by such industries to the population of this 
country is another valuable asset that cannot fail to con- 
duce to the welfare of every unit in this country. This 
also cannot be measured in £ sh, d. 

Therefore even granting that the consumer pays out 
more in increased prices it by no means folio a’s that be 
really suffers in the end. But as I say above he is both 
consumer and producer and so the question itself is mis« 
leading. 

16616. Q, 9. Some of the advantages of a tariff to 
foster industries have been already indicated under Ques- 
tion No. 8. In brief they are — 

(a) expansion and ^diversification of the fields of 
employment, " 

(5) consequent reduction of the present undue pressure 
oil the land, 

(c) consequent improvement in the level of aveiage 

income, 

(d) consequent possibility for the great mass of the 

people of this country of leading a higher and 
better life, 

(e) more favourable balance of trade, 

(/) reduced home charges, 

(y) jrreater revenues for the Government, 

(^) higher expenditure by Government on the many 
crying needs of the country, 

and last but not the feast 

(jf) maliing this country independent and self-con- 
tained in the matter ’of its most essential 
supplies and so better fitted to face a world 
upheaval than it was daring 1914-1918, 

16617. Q. 10. It is impossible to furnish such a list. It 
will suffice to point out that highly protectionist and highly 
manufacturing countries like America,- Germany or Japan 
all did and do import various manufactured articles from 
other countries and no doubt India will do the same. 

16618. Q. 11. There should be duties on all imported 
manufactures not on a few selected articles. Then alone 
will the necessary conditions be created for capitalists to 
launch out into various industries. Capitalists do not go 
into industries for the mere love of the country or love 
of an industry. They go for profit. The profit must also 
be higher than can be had in other existing channels of 
investment or very few will venture out of the beaten 
path. The great expansion of industrial activity in the 
past three years without a high tariff woul 1 seem to con- 
tradict this Imt the fact is that the circumstances of this 
wai^ 

(1) by raising the freiijht and insurance charges to 

uni eared of heights. 

(2) by debarring the usual supplying countries from 

competing. 

-gave Indian iLdustrics an amount of protection they 
could never have dreamt of under any possible prctecti'te 
tariff. Profits were enormous in almost every line of 
manufiidture and these reacted on the share markets in 
two ways: — 

(1) by making si ares scarce as present holders were 
too well off to part with their holdings that 
were d aily laying golden eggs (handsome 

. t • dividends) for them, 

making those who were not holders eager to 
buy 

(a) because they too had benefited by the boom and 
had money to invest, and 
(5) because markets Were going up. 

It was this that h^^ought about the great company floata- 
tions' of 1919-1920. The one lesson to be drawn from 


the industrial history of the past five years is that it is 
good prices and good profits that draw capital into 
industries and not mere preaching or naere patriotism. 
Therefore, if India is to develop industrially as rapidly 
as Germany or Japan, the protection to its industries is 
essential and not only protection to prospective industries 
but also to present industries because it is the good profits 
made by such indusliies that supplies the real driving 
force. 

16619. Q. 12. Answer unnecessary in view of above. 

16620. Q. 13. The right way would be to have a suffi- 
ciently h>gn tariff and leave the selection of particular 
industries to capitalists. 

16621. Q, 14. The question implies that there must be 
some industries in every country that require continuous 
protection, I am unable to accept any such implication 
and think this question also misleading. 

Assuming, however, that there can be such industries, 

I would advocate protection for such industries as are 
vital to the very existence of the country even at the risk 
of having to continue it for all time, but I would not 
confine protection to such industries only. 

16622. Q. 15. As the object of a protective tariff is to 
safeguard the Home market for the Indian manufacturer, 
and as bounties and subsidies tend to defeat this very 
object, countervaUing measures ought to be taken. The 
means for ascertaining exact facts will depend on individual 
cases. 

16623. Q. 16. The handloom industry where it is based 
on economic factors will maintain itself. The economic 
factor being the idle time in the hands of the agriculturist 
so that profit margin is no question or in special weave 
where fashion or design necessitates hand work and price 
is lio question. Apart from this, maintaining the hand- 
loom industry by special artificial measures is in my 
opinion neither advisable nor necessary. It would be like 
insisting on maintaining the bullock-cart at any cost when 
motor cars are available. We know the buUock-cart still 
exists and it will continue to exist iu spite of far more 
advanced means of transport, because it fills an economic 
want and the handloom too will continue to exist so long 
as it too is an economic necessity for any part of the com- 
munity. 

As for other cottage industries, e.y., toys the com- 
petition is from similar cottage industries in foreign 
countries and a suitable tariff should help to resuscitate 
many of these. 

Apart from such tanff the one thing that I consider 
mosc conducive to a great revival of cottage industries is 
free and compulsory primary education. Without it they 
are unable “to understand and appteciafce the many minor 
improvements in their appliances and their methods that 
could greatly improve production and reduce cost, and 
therefore when they find that their wares do not sell as 
they used to they simply, so to say, fall helpless by the 
wayside ready to die. 

As to whether it is desirable to maintain cottage indus- 
tries or not, I consider it most certainly desirable to do 
every thing we can to maintain and develope such indus- 
tries as these are the only way of providing diversified 
(iccupation for rural areas. 

16624 Q. 17. There is always a chance of manufacture! s 
combining where they see it to be to their material ir.terests. 
However, except in industries where the raw material or 
the necessary machinery ean^ be entirely brought under 
control, such combinations fail to maintain prices at un- " 
naturally high levels, because tl e very action by raising 
prices and consequently profits in the particular industry 
invites the competition of outside capital. The conse- 
quence is that these combinations are compelled for their 
own sakes to improve producing costs and the consumer 
is ultimately benefited by larger and more efScieat pro- 
duction. The De Beers Diamond Company and its asso- 
ciates are an example cf the former kind, and the United 
States Steel Trust an example of the latter. Therefore, 

DO particular safeguaxds against such combinations other 
than the operation of the economic forces appear to be 
necessary at the present stage of Indian industiy and for 
decades to come. When the problem does arise the 
Legislatures will know how to deal with them. 

16625. Q. 18, So far as British or Foreign industrial . 
firms come here at their own risk, I would welcome them 
as they would bring their own processes, methods and orga- 
nisation and would perforce emphjy mostly Indian labour- 
Therefore while such companies would get the benefit^ of 
a high tariff, the country would benefit in its own turn 
by tiia introduction of "iSIlfr methods and. the' training oi 
Indian labour. , . ' , * 
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Where however such companies claim Government 
patronage as Indian companies the Government would 
have to see that the^r Indian, not merely in name, 
but in fact (constitution and control), 

16626. Q. 19. There will always be such conflicts of 
interest, but a properly arranged tariff ought to be able to 
reasonably satisfy all interests. Practically all the British 
Dominions and practically all the leading nations of the 
world that have adopted protection have had to deal with 
such problems and have solved them more or less success- 
fully and there is no reason why India cannot do the same. 
Of course it will he impossible to satisfy all interests and 
the Government will have^ to adopt that solution that 
while dissatisfying a particular interest is still on the 
whole for the best ultimate interests of the country. 

16627. Q, 20. The questioi^ whether the whole or any 
part of the import duty can be passed on to the consumers 
depends on the then conditions of demand and supply. 
During the war, for instance, even a cent, per cent, duty 
could in some cases have been entirely passed on to the con- 
sumer, because the supplies were short and he had to take it 
at the price named by the seller or leave it. On the other 
hand, last year prices fell by leaps and bounds in spite of 
the tariff in such highly protective countries as the United 
States and Japan. The demand was not there and the 
tariff was powerless to keep prices up. These are the two 
extreme cases — ^in one the supply was not there, in the 
other the demand was not there. However, under more 
normal conditions of supply and demand the fact will pro- 
bably He half-way. The foreign manufacturer in order to 
keep hold of his markets will sacrifice some of his own 
margin of profit. 

16628, Q. 21, Any rise in prices due to a protective 
imp. will not be permanent. Internal and external com- 
petition will tend to lower prices. 

16629. Q. 22. This ^ question raises Question Ho. 8 in 
another fonn. There is again talk of raising prices to the 
consumer as if he were an entirely distinct entity from the 
producer. ^ As this point has been dealt with under Question 
Ho. 8, 1 will only say here that the ** development of Indian 
industries will increase the aggregate wealth and resources 
of India and the aggregate national income and that India 
mnst be pady and willing^ to pay for such benefits.*' 
However, it is a fallacy to think that India will in a)iy way 
be the loser thereby, because all the money represented 
by the increased prices will remain in the country and form 
part and parcel of the total national income and any 
increase in such national income will tend to increased 


Income to the infiividuals that make up the nation, either 
directly, or, indirectly as through revenue relief or other 
amenities. The underlying suggestion in the question that 
an impoitant section of the people will have to make any 
serious sacrifices for the sake of developing Indian indus- 
tries is fallacious. 


Bven if there was such a sacrifice the country must be 
prepared to face it. Every one of us pays for the general 
and t<»chnical education of one's children and India must 
similarly pay for the education of its own children in 
industrial emoiency. 

loSBO, Q. 23. The question asked is — should one have 
regard to the pointy whether the protected article was a 
necessity of life. This would require a definition of what 
a necessity of life is. The one all-essential necessity is 
food-gr«dns as life itself depends on a sufficient supply of 
^ The question of taxing these does not at all aidse 
wbieb nCraally grows more than enough of its 
AU other articles axe non-essential to 
lif# sead' astbieci to the general tariff policy that 

may lie ladcpted* 

16631. Q. 24 Yes, I eertainly think that the tariff 
by enabling new industries to be started in this country 
and thereby providing wider avenues of occupation to the 
people of this country would tend to raise the level of 
here more or kss in conformity with the increased 
em ^ living, ^3^tldbxf the groups separately 


. («} The industrial wage earner will most certainly 

bjWNB^'hy the increased demands made on his 
^ aa :it is already notoriouB that in the jute 
andoottpn industries labour is neither as plenti- 
ful nor as cheap as^the employers would like it 
to he. Therefore fx^h industries must tend to 
rat^ the wage^ of this class all round and this 
IS tow he will larticipate in the iiy»rewed 
income or which I speak of writer. 

(&) The agricultural wage earner will also most certain- 
ly ben^t as the labour m the industrial centres 
or Calcutta and Boinbay is reeruit^ from 
agriohitural areas and periodically returns to its 
home farms. The news of the cernings to to 


secured in the big towns will fire the ambition 
of the younger and abler farm hand and thus 
will come the movement that will help to raise 
the wages of this ck.ss. This is how they will 
share in the increased national income. 

(c) The middle class. — This is really not one hut 
several classes, the only thing in comtnon 
being a moderate figure of income. Bougbly 
it might be divided into — 

(1) the higher class of day -wage earner, 

(2) the small shop-keeper, merchant or industrial, 

(3) the clerical and similar fixed- wage-earning 

class. 

Oi these the first will he able, as it is now able, to get its 
wage adjusted, particularly^ as the demand for its services 
will be greater. The second also will know how to look 
efter itself. It is only the third— the fixed wage-earner — 
that will have to be considered. The employer is as a rule 
unwilling to raise salaries until asked to do so, and so the 
adjustment of wages in this class is a more laborious job. 
However, this class is mostly literate and very very arti- 
culate and knows how to ventilate its grievances and so in 
the end gets the adjustment w^anted. It is, however, a 
small class at best when the total population of the country 
is considered, and against the disadvantage that its wage 
adjustments take a longer time there is this advantage 
that any adjustment contimies a much longer time than is 
justified by the “ cost of living ’* figure, because no 
employer likes to cut down salaries except under dire 
necessity while the day-wage earner's wage is very 
rapidly modified by demand and supply. 

16632. Q. 25. The effect on tho foreign trade of this 
country can only be guessed, but we can make a fair guess 
from what has happened in the case of America, Germany 
or Japan. If we guide ourselves by these, the effect should 
he a gradually improving turnover as this country pro- 
gresses hi wealth although the individual article comprising 
such trade may change. The general commercial position 
is therefore likely to be stronger and so also the financial 
positior.. 

16633. Q. 26. I advocate the tariff on other gri-unds. 
The bargaining power is only an additional advantage^ 
because at present other protectionist countries ignore 
India's claims as they have nothing to fear from it. We 
will not have to make much use of such bargaining power 
in the near future as our princi]»al exports to-day are 
necessities of life or raw materials (^’.e., necessities of 
industry). India need have very little fear in respect of 
these. 

16634. Q. 27. To have such bargaining power it would 
be advisable to have a schedule of general and of special 
tariffs. 

16635. Q. 28. This question is too general and can be 
left to the Tariff Board or similar body that will have to 
be created. 

16636, Q. 29. It is not my idea that only particular or 
selected industries should be protected. There will, how- 
ever, be need of a body that will look after the periodical 
revision of tariff rates. As any change will have to 
go through the Legislative Assembly, I think the most 
suitable body would be a standing committee on Tariffs 
chosen by the Assembly and with power to take evidence 
of interests concerned. 

16637. Q. SO, JBx^ort d^^ties . — I am not in favour of 
export duties either for revenue or fov other purposes. To 
my mind there is this fundamental difference between an 
import duty and an export duty. 

In an exfoH duty the whole burden practically, falls 

the down the income he may other- 

wise fairly expect to get from his produce. He cannot 
prevent the cutting down of such income nor cajx Im*" 
choose, how the money is fo he laid out. ‘ Such rdaiy/. 
therefore, tends to discourage production in the coi^try. 

If there axe no escort duties but only import .duties 
the producer— 


gets maximum possible value for his pro- 
duct, and 

Secondh, is entirely at liberty to decide how he 
shall spend such income and what articles con- 
duce best to his own well-being. If he finds an 
imported article too dear he can avoid its use 
1 -ltogether or turn to a similar home-made article 
^joh may be of inferior finish but 
Inis IS how protective duties tendiouncop^^^ill^ 
dwrt demand from the foreign to home-ffS^a 
article and thus provides it with its 
maxketf ' , • - . , ^ iL 
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16638. Q. 31. I think their effect on the export trade 
harmful in the long run. 

16639. Q, 32. I am against a duty on a raw material 
even to retain it for an home industry/ The right way to 
help the^ home industry is by a duty against the foreigner 
an import duty) not a duty on our own producer 
an export duty). 

16640. Q. 33. I am not in favour of an export duty on 
foodstuffs.^ As already said above they cut down the 
producer’s income, discourage production, and consequently 
tend to affect adversely the food supplies of the country. 

16641, Q. 34. The right way to retaliate is by an import 
duty on some other article of the country in question, not 
an export duty on our own goods. To put it differently, 

I do not see much sense in punishing my own children just 
to spite my neighbour. 

Imperial preference, 

16642. Q. 35. I am altogether against Imperial Pre- 
ference because 

(«) preference to several of the Colonies and Domi- 
nions is unthinkable in the state of India 
feeling as to tl e treatment of Indians there ; 

(5) preference to England is both inadvisable and 
unnecessary — 

1. Inadvisable because ^ England is perhaps the 

forem('st; industrially developed country of 
the world and to give it special preference 
would practically mean handing over India’s 
markets to England. If any preference is 
to he given to England the tariff would have 
to be put sufficiently high to give India’s 
infant industries a chance against England’s 
industries that are already in a very high 
stage of development. It is farther inadvi- 
sable because India’s principal customers are 
foreign countries, 

2. It is unnecessary, because England already 

enjoys an immense unseen preference on 
account of the special position it holds in 
India, on account of English capital being 
interested in many trades and industries 
and on account of English personnel being 
overwhelmingly predominant in all adminis- 
trative positions in the Bailways, Public 
Works and leading industries with the excep- 
tion of cotton manufacture where too, the 
bulk of the orders go to England. The 
power of this unseen preference of one kind 
and another can he best judge^l from the fact 
that without any preferential tariff whatso- 
ever England already enjoyed some 63 per 
cent, of the total import trade of India based 
on the average of the 5 pre-war years 1909- 
10 to 1913-14. About 7 percent. went to 
other parts of the Empire and only 30 to 
the rest of the world. I would ask those 
who advocate Imperial Preference to say 
what more they would want. Surely they 
do not mean to say that India should refuse 
to buy anything from the countries outside 
the Empire some of whom are oar best 
customers. To my mind any further diver- 
sion of business out of this 30 per cent, is 
highly inadvisable and will tend to put 
indirect burdens on this country in the shape 
^ of higher freights and more unfavourable 
exchange for its own exports. 

Mamifacturcs. 

16643. Q. 43. I am not directly interested in any. 

Export Trade. 

16644, Q. 61. Colton and cotton textiles mainly to 
the Ear East. 

16645. Q, 62. ITo. 

Jt6646. Q. 63. I am strongly in favour of a total aboli- 
tion of all export duties as they cut down the income of 
the producer and tend to ciscourage proluciion and cannot 
but affect adversely the foreign trade of the country 
and tb^wealth and well being of its people in the long 
run. 

16647. Q. 64. High tariffs in other countries fortunately 
do not affect India as closely as they do other countries, 
, because the bulk of our exports are ' badly needed, raw 
materials’ and food-stuffs. The small proportion that 


we export in a manufactured state are to a certain extent 
wampered by hi^h duties in the country of their 
importation but with a high tariff India will have the 
wherewithal to negotiate and get fair terms for its own 
manufactured exports. * 

16648. Q. 65. I am not interested in any such exports 
but would nevertheless point out that in pre-war years no 
less than 58 .per cent, of our goods went to countries out- 
side the British Empire. It so went out not because 
they gave us any special preference hut hecaure those 
countries wanted such goods and the Empire did not. 
In future years it seems to me the share of countries 
outside the British Empire will be still greater. I do 
not see how preference will help us here when the Empire 
does not want such goods from us. In any event 1 am 
against any Preference by or to India, because one 
implies and calls* for the other. 

16649. Q, 66. I have not sufficient information on this 
particular question. 

16660. Q. 67. The great hulk of our exports being raw 
materials or foodstuffs there is not much danger of their 
being penalised. 

16651. Q. 68. If we artificially divert the import trade 
from other countries to the United Kingdom, it would I 
think to some extent tend to prejudice their purchases 
from us as freights and exchanges depend on a reciprocal 
movement of goods and they cannot but fail to be affected 
by Buch diversion of trade. 

16652. Q. 69. I do not think there would be an alterna- 
tive outlet without economic disadvantage. India which 
has no merchant navy of its own can least afford to take 
the xisjr of handing over all its trade one way to the 
United Kingdom. 

Import Trade, 

16653. Q. 70. I am interested in cotton and silk yarn 
and piece-goods, copper manufactures and sugar besides 
some minor lines. 

16654. Q. 71. I believe the changes in the Import Duty 
had no appreciable effect on the import trade, because 
the rise in the duty was insignificant when compared to 
the wild flnetuations la the prices of commodities. The 
experience of the past year is, I know, siezed upon by 
many as indicating what duties can do to restrict trade. 
I am on the contrary of opinion that it was the two 
famines of 1918 and 1920 and the great economic crisis 
through which India has' had to pass daring the past 
18 months that are really responsible for rediiced imports 
if any during 1921. 

16655. Q. 72. I do not think a higher tariff will appre- 
ciably aiffeef the total volume of our imports. Look at the 
United States, Germany or Japan. Tariffs have been 
constantly raised and yet trade has as constantly in- 
creased. This is because expansion of industries leads 
to increased wealth and this again leads to new wants 
and new requirements that need satisfy. The opposi' 
tion to allowing India to arrange its tariff to suit its 
own requirements is mainly based on this absurd fear 
that India’s imports would be cut • down. It is per- 
haps useless to point otit to such people that a beggar can- 
not buy much from you, duty ot no duty, and India is a 
veritable beggar among the nations. According to some 
figures given by the “ Economist ”, London (22nd October 
iS^l), the imports per head of population in 1912 were — 


£ 


Canada • . 


• 

r 19*35 

Australia 

, 

• 

. 16*45 

New Zealand 



. 20*o5 

West Indies 
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. 6-45 

British South Africa 


• 

. 5*25 

British West Africa 

• 

. 

‘60 

British India 

• 


•48 


I think the relative situation will be found to he still 
about the same to-day. 

These figures show how poor a beggar India is even 
among the t ations of the British^ Empire. The true 
interest of the United Kingdom lies, to my mind, not 
in thwarting India’s growth in Industrial development 
but in encouraging it, because a richer India will be a 
far better customer than the poor beggar of to-day,, •r 
It cannot help being so because if it continues to export 
on an increased scale it must accept payment in goods 
on an increased scele too. The^ individual M'tiJeles 
vary, but the total of import's will oontinde^lo 
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perhaps more rapidly c^ter protection than in the past, 
particularly if stops are simultaneously taken to spread 
mass education. With new knowledge will come new 
uoants and desires and with tbe higher income that the 
industriitl expansion should ensure will come power 
<0 these new wants and desires. I think it futile 

to forecast at this stage which particular commodity will 
be adversely a:ffected and how. 

10656. Q. 73 - 77. I do not think it worth while to 
answer these questions as I consider Preference in any form 
harmful to the interests of India. 

16657. Q. 78. I consider ad mlorem duties far more 
equitable than specific, because values sometimes change so 
rapidly and drastically that a specific duty of say 20 per 
cent, tends to he equal to 40 per cent, at one price level and 


only 10 per cent, at another. If 20 per cent, protection 
was deemed necessary then at times the Indian manu- 
facturer will get far more than he needs and that at 
the expense of the public, while at other times he^ will 
not get the margin of protection that he was entitled 
to expect and on which he may have based his calcula- 
tions. 

Por administrative purposes an average of the actual 
import values of each quarter may he taken as the tariff 
valuations of the 2nd quarter after same and duty may 
be collected ad valorem accordingly. 

Retail Trade, 

16658. Q. 79—83. Refer to retail trade which I am not 
in a position to deal with. 


Oral examination, Bombay, the 20th February 1822. 


16659. Freside7it, Q, Mr. ^Madon, are you directly 
interested in any manufacture ? ' 

A, Ho. 

16660. Q. You are interested in the import and export 
trade ? 

A, Yes, Sir. 

16661. Q, In answer to Question No. 5 you say that the 
present fiscal or the tariff policy ‘has prevented the 
growth and development in this country of the various 
industries of Nphich th.e raw material as well as the final 
markets are available here. If the present policy is per- 
sisted in, the industrial development of India will con- 
tinue to suffer.* Do you think that the present industrial 
conditions are due to the tariff policy of the Government 
of India? 

A* 1 should say so. The practically infantile^ stage of 
iadnstries in this country is due to the tariff policy of the 
Government. Because, before the indastrialists and capi- 
talists can go in for any kind of new^ indust ly, they have 
got to find out what not return they will get Unless they 
know that they will get a veiy good return they cannot 
be expected to venture their capital into ary new industry. 

16662. Q. That is to say, you think the present policy 
of in^port duties for revenue purposes does not provide 
sufficient incentive ? 

A> The duties are not sufficiently high. If the duties 
were 20 per cent, there would be^ some incentive for 
manufacturers to start now industries. But the present 
5 per cent, even tho 7''^ or perhaps the 11 per cent, is 
entirely inadequate, because the industrially advanced 
European countries have a very clever way of getting 
round all this disadvantage of a few per cent, by special 
railway rates, special steamer rates and all sorts of other 
arrangements. ^ Besides there are such devices as the Cartal 
arrangement in Germany by which individual indus- 
trialists combine to dump their surplus on some helpless “ 
foreign market, never mind at what cost. 

16663, Q- You use the words * helpless markets.’ Do 
you include India in that head ? 

A, India is perhaps the one market after Cliina that 
is helpless, because we have no means in our hands here to 
counteract any such activities. 

16664, Q, Is that clue to the fiscal policy of the Govera- 
Mmi of Iidta ? 

- JU I would say so. There was really no policy. 

% made that their policy was a revenue policy. 
iSi Wwjp through the history of the past 60 years, 
w iud that ^me and again even when 
immxm w«s required and very ll«dly required in this 
country, certain duties were disallowed simply on account 
of pressure from the Uome Governiaafeut ^/hile others were 
removed. We have information on record that the Council 
nf the Government of India which was as you know, 
ptai^caJly an official Council was in favour of particular 
duties hfing levkid or maintained. But the pressure of 
the English manufacturers was sufficiently strong, their 
voting power in Parliament was sufficient, to compel the 
Secretary of State to disallow things which the Govern- 
ment Cn the spot aotuaPy thought were in the interests 
of ’to eourrky. Wo had, iherefore, no policy whatsoever, 
Tovenua or other ; we simply went by the exigencies of the 
time. 

16665. Q, Do you think that because India has had no 
policy ia the past the growth and development of indastries 
b^ve not taken plaee ? 

A. I should say so. If you will permit me, Sir, I 
will explain it,. We in India have all the factors which 
are neeeesary to indasity. We- have the raw materials, 
we have labonp and the power and we have the markets. 


While we in India have got all these things what has 
England got 1 She has only iron and coal, but no other 
raw material. The labour there is very high. The English 
scientists are saying that her coal is going to be exhpsted 
in the next 20 or 30 years. Still we see that with all 
the disadvantages and with only these two essential raw 
materials, coal and iron, England has been able^ to build 
up every possible industry. I do not see why we in India 
could not have clone as well with ali our advant'iges aud 
with all the four factors ia our favour. 

16d66. Q, Vou know that England claims to bo a free 
trade country ? 

A. Yes. 

16667. Q. Do you think that she built up her industries 
under free trade principles ? 

A, No, I do not think so. As a matter of fact (1 do not 
think it is necessary to quote long examples, because they 
are in standard works) up to 1830 and even 1810 there 
were very high duties on a great many articles imported 
into England. There were prohibitive duties on articles 
supposed to adversely compete with English manufactures. 

I would like to point out that a hundred years ago we were 
exporting manufactured cotton goods to a very great 
extent not only to England but to the Continent ; and we 
have it on record that ia order to prevent those goods 
Cuming in cheaply and stifimg the markets for her own 
manufactmes both in England and in France very severe 
countervailing measures were taken. After coming to a 
certain stage of development, England found there was no 
need for further protection. I may put the case a little 
differently. A child when it learns to walk requires some 
help. After it has learnt to walk and run, it djas not need 
any help at all. England did the same thing. We aie in 
the stage of infants and it is absurd to expect us to run in 
the race with a fully developed adult, I may say not only 
an ad at bat an athletic because it is admitted that the 
English indastries, American industries and German 
industries, have developed to such an extent that they are 
not like ordinary adults but like trained athletic. I do 
not think it is possible for the infant India (so far as her 
industries are concerned), to compete with those adult 
athletic. 

16CG8. Q, You talk of India having labour. Is it 
skilled or unskilled labour ? 

A. I mean unskilled labour. 

16669. Q. Don’t you think that for intensive manu- 
factures, skilled labour is of the utmost importance? 

A, 1 agree, but how are we going to get it unless we 
start industries. 

16670. Q. How will you train labour ? 

A, The only way that labour can be trained is tbe way 
in which it has been trained for new industries in England, 
Men are taken into the industries because capitalists find 
that even with the employment of unskilled labour and at 
low wages they are still able to make both ends meet and 
make profits. So when they start factories they employ 
unskilled men who in course of time become skilled 
labourers. 

16671. Q, Industries which are started without an 
adequate supply of skilled labour cannot hope to lea 
success ? 

A, 1 agree. But what other way would there be ? Do' 
you think that the English, Japanese or other m^iufac- 
tures are going to take two thousand or five thousand o£ 
your men and train them up? If we are to train duf* 
men tl ere is no other way. The English labout h^e 
they began to adopt the discoveries of Watt and 
was unskilled labour, and gradually became skillfti; What'*- 
was Japanese labour 40 years ago? I know Japan* fairly’^ 
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closely. Thirty years ago when I was there I did not see 
very mueh difference between the rural conditions there 
and the rural conditions hero, excepting that primary 
education had been very rapidly developed ; and the people 
were consequently more intelligent. Training came only 
after the starting of factories under adverse conditions, 
under special protective measures adopted by the Govern- 
ment. Nobody trained the German labour before they 
started factories forty years ago. I do not see why we 
should not do the same thing and train our own labour 
also. 

16672. Q. You mean both superior and inferior labour? 

A, I mean that. It is ^ust possible in the early stages 
one may have to import superior labour. 

J6673. Q. In answer to question 8? 

A, Will you please allow me a word of explanation ? 
In the answer to qnestion No. 8 I have made a slip. I 
have'as&nmed that the question was whether protective 
duties raise the prices to the consumer. 

16674. Q, Then your position is that the increased 
prices is counterbalanced by the reduced cost of living? 

A. It is not reduced cost of living. 

16675. Q. You say, ** therefore even granting that the 
consumer pays out more in increased prices it by no means 
follows that he really suffers in the end.” What do you 
mean by that ? 

A, I mean that if the prices increase the real income 
does not thereby suffer. That bis own income is so im- 
proved that he is able to command the same amount of 
comforts and amenities as he used to before and even 
more. I -do not like to make a simple general assertion, 
hut it might help us to see what happened in other 
countries in similar cases. 

^ I have here a book on the financial and economie con- 
ditions of Japan between 1905 and 1915, in which the 
Wages In various industries and the index numbers of 
prices of various articles is given. This shews that wages 
have increased during those 10 years. Japan adojjted 
effective protection only in 1900, because up to this time 
it was underardgirae of what is called extra territorialty, 
with special restrictions on its powers of taxation of 
imports. Japan adopted a new schedule of import tariff 
and had to negotiate with each of the European Powers 
and get each Government to agree to the change. The 
change was made effective in 1900 but its effects began to 
be felt a few years later. It is in that period, and it is 
easy to see from the facts, as given in the publication, 
which is semi-official, that in the case of a great many 
industries the wages have increased ultimately in greater 
proportion than the price of the necessities of life. 

16676. Q. Then the rise in the cost of living ? 

A* The difficulty in using the phrase cost of liviug ” 
is this. The cost of living as measured by a sum of money 
ur some figures may look very high, but that does not 
necessarily affect the real income of the wage-earner. His 
own lucome may be still higher. The cost of living may 
be still cheaper. My contention is that in Japan as these 
figures indicate, the Wage-earner has found his lot, actually 
improveu instead of deteriorated. 

16677. Q. That is to say, his income has grown on a 
highei scale than the rise in price ?* 

A, That is exactly what I mean. 

16678. Q. In the second paragraph of your answer to- 
question No, 18 you say'* Wiiert* however such oompmies 
claim Governmenc pationag.^ as Indian compatiies the 
Government would have to see thjkb they were Indian, not 
merely in name, but in fact (c >nstitution and control).** 
Do you mean to say that Government should refuse these 
“concessions to anybody except an Indian firm ? 

A. There is actually a law (I believe an ordinance) bJ 
which companies which require concessions for the estab* 
lishment of industries or to tender for Government 
contracts and so on, should have at least 75 per cent, 
the Board of Directors British. 1 know of an actual 
instance where the directorate has been required to be at 
least 75 per cent. British. 

16679. Q. In India ? Can you give figures P 
’ A* 1 cannot give you figures. 

16680. Q. 1 do not think I have ever heard of such a 
thing. It would he very interesting to {?now more about 
this stateme»»t that 75 per cent, of the Board of Directors 
must he British. 

A. It is a war time ordinance as far as 1 remember. 

16681. Q. Will you please let us have some definite 
information on that point P 

m A. I will look up my papers and tell you. To give a 
personal mstance, in the Cotton Contracts Board. 


16682. Q. That is a different matter altogether. That* 
has nothing to do with the establishfhent of industries or 
Government contracts ? 

A. What I mean is tliat that kind of thing could be 
done. 

16683. Q. That is merely a regulation of trade ;at the 
instance of trade. 

A. In the trade there are Japanese, Germans and 
others. But still in the Board no non-Britishers are 
allowed. 

16684. Q. That has nothing to do with your statement, 
namely, that it was, laid down that companies requinng 
concessions for the establishment of industries or tendering 
for Government contracts should have 75 per cent, at least 
of the Board of Directors British. Can you tell us some 
thing definite on the point? 

A, It may be that I am wrong, but I will find it out. 
161*85. Q. You say “ Where however such companies 
claim Government patronage as Indian companies the 
Government would have to see that they were Indian, not 
merely in name, but in fact (constitution and control).** 

I want to see how you wish to bring about practically 
what you suggest ? 

A. My idea is that the regulations governing any such 
concessions should say that a company which applies for a 
concession should have at least half its capital held in 
India and that atGeast the majority of the Board of 
Directors should also be Indians, because otherwise, the 
danger is that under the fictitious name of an Indian 
company foreigners might come in and get the entire 
control in their own hands, and get all the advantages,of 
the tariff or other concessions which Government might 
think it right to make for the benefit of the country. 

16686. Q, You think your suggestions can practically be 
carried out in regard to a large number of industries that 
desire to be established in India*? 

A» A large number of industries would not require 
special concessions. The suggestion I have made in one of 
my answers is that an all-round tariff giving reasonable 
protection to new industries would suffice. The best way 
is to then select particular industries and then find out 
what further concessions they should have in order that they 
may make their own way. But there may be certain speial 
industries, like key industries, where it may be advisable to 
see that the control of the industries does not go out of the 
country. To give an instance (I am not sure whether it is 
relevant), Japan does not allow foreigners to hold even a 
single share of their leading mail steamship lines and 
leading foreign banks. There are other cases also, where 
the Government sees not only that half the control is 
Japanese but that it is absolutely Japanese. ^ No foreigner 
can come in and gradually insinuate himself into a position 
of either open or concealed control. 

16687. Q. Would you recommend that policy in India ? 
A^ If we'really want to be independent economiclly^ and 
industrially, then we have to adopt all the means that may 
be available to us, at least in the early stages, not only 
to start new industries but also to see that they remain in 
our hands and that they are not stifled by unfair competi- 
tion from very powerful neighbours. We have got to see 
- to that. 

16688. Q* In your answer to question No. 18^ you are 
dealing with foreigners establishing industries in India. 
Will you please confine yourself to foreigners ? 

A. These powerful m^>nufacturers can get the benefit of 
our own tariff by establishing themselves and registering 
themselves an Indian company and still getting thd 
control in their own bands so that the people of the country 
would continue to be in the positio .1 merely of hewers of 
wood and drawers of water and would not be any better off 
for the establishment of such industries, except for the 
extra wages that these industries provide. 

16689. Q, But you yourself say in your answer to ques- 
tion No. 18 that BO far as British or foreign iddustrial^^firms 
come here at their own risk you would welcome them as 
they would bring their own processes, methods and organi- 
sation and would perforce employ mostly Indian labour P 
A. When such a firm, after having started here goes to 
Government and says that such and such things are being 
manufactured by them, and that they are an Indian 
company, and that Government should give a part of their 
patronage to them, and should give special railway oonces- 
sions, and so on, then alone do I say that Government 
ought to see that the company that asks for sock special 
favours is really Indian. If they can compete in the open 
market, and do not ask for any spacial concessions, then I 
would let them go in their-own way. ^ That is mypositiom, 
16690. Mr- NcuroMam M<irarj^ — Q. In - answer lo 
question No. 31 you say that there ehoald berdutto -^-i^' 
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imported manufactures and not only on a few selected 
articles. Will you except medical instruments and 
agricultural implements ? 

X No. I would not. 

16691. Q. Not even surgical instruments ? 

A* 1 do not think it is necessary, because all these 
things are such that it is essential that the industries 
should be in this country. The war has taught us many 
lessons. One of them was with regard to certain kinds of 
optica) glasses. You would never imagine that war would 
have anything to do with optical glasses. They were 
manufactured in Germany under certain processes. You 
have the Safeguarding of Industries Act in England now 
which imposes certain penalties and disabilities on many of 
these kinds of articles. I do not see why we should not 
manufacture^ surgical instruments, ourselves. As for 
agricultural implements, they are such a big item that I 
do not see at all why we should leave that part of the 
market open to our foreign competitors. We ought to be 
able to see that in the not distant future India is able to 
manufacture its own agricultural implements, because 
agriculture is our basic Industry. 

1(:692. Q. Will you please tell us if you have personal 
experiene of the methods by which Japan trains up* her 
young men ? 

A, There are two different directions^ of activity. One 
is a confrtant stream of men going to foreign countries to 
learn, some of them to complete their education in various 
technical lines. Government insists on placing contracts 
lor its own req:i|irements with those manufacturers or 
suppliers who agree to allow a few of their own men to 
come in as apprentices to be trained by them. (Of course, 
I understand it is so 5 there are not public records of it. 
But it may be possible for the Commission to find this 
out*) But that would not have been enough because 
when these men come back and find Jio body willing or able 
to employ them, what little they may have learnt would 
have gone. What Japan has done is to start important 
lines of industries even at the risk of the country. To-day 
the iron industry, after its very great development, is still 
under the protection of Gi-yernraent. It is carried on at 
the expense of Government and its losses, if any, are borne 
by the country. Take again several other industries, like 
the match industry, the glass industry, the blankets indus- 
try and so on. Experimental factories were started by 
Government and frequently run at a loss, because the 
labour was untrained, and the superior staff was not well 
trained.^ But these factories provided a field in which the 
apprentices trained in foreign parts could • find scope for 
their abilities and have a chance cf making mistakes and 
learning. In this country that is not possible. There are 
a great man^ instances in which the men trained (at least 
men with higlt technological degrees) come back to find 
that there is nothing for them to do except to take up office 
work in some other direction. So it . is essential not only 
to send out men and train them, but to have factories here 
where they would be taken up. Mistakes will be made and 
there will be losses, and that is why I say that a sufficient- 
ly high tariff protection in the initial stage is necessary to 
enable the manufacturers to face them. 

16693. Q. In your answer to Question No. 15 you say 
Tide means for ascertaining exact facts will depend on 
individual cases*” Do you think it is essential to have 
Ccmsuls for aao^taining the facts P 

ineaiim in each particular case the 

approach Government 
. that there wa? unfair com- 

such an induatry and. iu,such ways. 
Thay would, pi^ohahJy ^he, huBmess nSen. Then the 
rmnedy will only ha to f,ali hook on sdl the resources of the 
nation, including foreign Consulate and attaches, and so 
on, to verify the complaint, verify facts and take action 

Q. In your answer to question N 6 . 29 you say 
the most suitable body would be. a standing com- 
mittee on Tariffs and chosen by the Atssembly and with 
power to take evidence of interests ooucfflmed” Would ifc 
not be adviaable to have somd industrial interests re- 
l^sented on committee T 
A> underlying idea was thi||t the committee would 
be choeen by the lUeOTiativa body as its owfi mouthpiece, 
and the members of this committee can take all the 
^ evidence necessary. It may be that facts and data are 
available in the I^paxtment of Commerce and Industry or 
bom the vaiions Cbsmbers of Commerce axad other bedies* 
This committee couki eoQect all such evidence, weigh it 
and then make recommendations to the LeglsMute. 
If th^ was such a committee, then, when the reoomtnenda- 
tiouB came heTore the Legislature, some of the memb^ of 


the Assembly would have already studied the questions and 
would explain to the whole Assembly why certain measures 
were recommended. If the bod f was merely an outside 
technical body then when the question again came^ before 
the Assembly the direction of the remedies might he 
unduly changed and the object frustrated. But if the 
committee of the Assembly was satisfied before the ques- 
tion came into the Assembly that .a particular measure 
was necessary, I think there is much more chance of the 
measure going through. 

16695. Q. In answer to Question No. 30 you say that 
you are opposed to export duties. Are you opposed to the 
addition of a small export duty on jute, of which as you 
know India has a monopoly ? ^ 

A- I am entirely opposed to any export duty whatso- 
ever under any conditions. My dea is that the producer 
should have the fullest possible income that circumstances 
allow him. You should not cut off part of his income. 

16696. Q. In you answer to question No. 69 you say 
that India which has no merchant navy all its own can 
least afford to risk the handing over all its trade oneway 
to the United Kingdom.” Do you think it desirable to have 
an Indian merchant marine ? 

A. If we go by the experience of other coimiries that 
have developed their trade and industries ^ it seems 
quite clear that a merchant marine is essential to the 
proper development of the industries of^ the country 
Germany has made immense sacrifices for it. Japan has 
done so, America is trying to do it even now. When such 
a rich country with so much exports and imports trade is 
doing it, we in India would be certainly very well advised 
in trying to have a merchant marine of our own. 

16697. Q. What measures would you advocate for 
that purpose ? 

A, The first practical measure would be to make the 
coasting trade of the country a monopoly for steam ship 
lines owned by Indian companies. 

16698. Mr* Coyajee, - Q. Might I draw your attention 
to your answers to questions Nos. 13 and 29? In your 
answer tc question No. 13 you say that “ The right way 
would be to have a sufficiently high tariff and leave the 
selection of particular industries to capitalists.” ^ In your 
answer to question 29 you say “ It is not my idea that 
only particular or selected industries should be protected.” 
Does it mean that you advocate a general proleotive tariff 
to start with ? 

A* I advocate a general protective tariff levying a* 
certain amount of duty on all imported • manufactures. I 
think the result will be that capitalists will study the 
various articles imported and find that some of them at 
least, say 20 or 30 out of 100, stand a fair chance of being 
made in this country, and will venture to start the 
manufacture of those articles., The reason why I consider 
a duty on all imported manufactures necessary is this. 
There are so many ramifications in each line of industry 
that success in a particular industry is bound up with the 
success of other industries that either use its bye-products 
or supply their own bye-products to it. If by selection a 
particular industry A is protected the protection may not 
suffice to establish that industry here. It anay be found 
that the i industry A will have to depend for its success 
principally, if not entirely, on the success of other industries, 

B 0 and D, which consume its bye-products or are 
correlated in some such way. Therefore to my mind the 
only aound way is to tax all imported manufactures and 
thereby make it possible for the industrialists to contemplate 
the establishment of such industries as are necessary for the 
succossful'l can yin g out of their programme. 

16699. Q. As a matter of fact some industries are non- 
existent, and if you have a general protective tarj^ oL t^s 
sort, how will you fix your tariff in e^h indlvidtestl 

A* My idea would be to have d g^ood desti higher level of 
tariff than the present level of 11 pev cent without regard 
to the amoiint of protection that any particular article 
might require, and then to watch Its effects. I think that 
if the fate is put up like that' for the first few years, it will, 
while acting as a revenue tariff, in the meantime, furnish 
the necessary incentive to capitalists to start industries. 
Then these capitalists can themselves come forward and 
say that in a particular case the tariff, whatever it is, is not ' 
sufficient and that in ihe interests of the country Govsru* 
meni should put H up still higher for the particular ’ 
dustxy. Then the question would have to be studie#'li^iv 
necessary action taken. > 

16700. Q, Then you say that w© 
maximum revenue duty 0 ^ each and 

A, Yes, sir. ThUt is %f Ineaahing- 



729 


16701. Q. If the protection k inadequate then the 
manufacturers will direct our attention to that particular 
fact ? 

countries Government does take the 
initiative. It brings together its leading industrialists and 
says ‘‘ Why can*t you do such aUd such a thing.” (This kind 
of thing has heeU done over and over again in Japan.) 
Then the^apitalists are able to pnt their difficulties before 
the Government, In some cases if the Government takes 
the risk, it sfarts a model factory of some sort. In 
others it provides the means for the capitalists by giving the 
, necessary facilities. 

16702. Q. As regards foreign firms in Japan, Professor 
Godbole,^ in his written evidence, gives us a list of ^ 
foreign firms carrying on business in Japan. I think one 
of them was the Dunlop Tyre Company, He gives us a list 
of dozen English firms as inanufacturing in Japan, Do 
you think anything of* that scrt is going on in Japan? 

A. I cannot give you any complete list. But it is a 
fact. After the tariff was raised in Japan to a point that 
it was impossible for English manufacturers to compete in 
the pdinary way by importing the article into Japan and 
paying all the duties, there came about combinations. be- 
tween d apanese capitalists and manufacturers in particular 
industries. Prominent examples of this are the well-known 
manufacturers, Messrs. Armstrong and Messrs. Vickers. I 
believe the well-known locomotive manufacturers Babcocks 
have also done so. About Dunlops also I have heard. 
There must he many other cases. The problem simply came 
to this. Was it to the interest of the foreign manufacturer 
to come in even as a pariner and take a part of the profits ? 
When he found that he could not get any share of the 
trade on account of the tariff, then the problem to him was 
whethei’ it would he better for him to share the profits or 
let the profits go all ogether. Many of them found it to 
their advantage to start companies in Japan in which the 
capital and management ^^ere shared. My impression is 
that there the majority of the directorate w^as Japanese and 
not foreign, and industries were started on those linos. 

16703. Q. Are there any regulations in Japan as regards 
the sharing of capital between Japanese and foreigners ? 

A, As I said in an earlier reply, there are certain com- 
panies in which the liolding of shares by foreigners is 
' absolutely prohibited. There are others in which the pro- 
hibition is not open but when those companies go to 
the Government for special facilities thsy find that they are 
not as easily accorded so that there is a sort of tacit oppo- 
sition to shares being held by foreigners. 

16704. Q. Can we get any reliable information on an 
.authoritative basis on this point from any book on Japan 
which talks about it ? 

A, I will try and get you the commercial law of Japan 
which will give you the open reslrktions-, The tacit 
restrictions naturally you cannot find anywhere. It is 
simply a question of policy of the particular Govern* 
ment- 

16705.^ Q, How as regards the relative rise in wages and 
cofct of living to which you were drawing oUr attention 
from the Japanese annual, will you kindly let me know how 
during the last 20 years wages have risen in any particular 
industry and how xar tiie cost of living has risf-n. I mean 
just an example for us to see the relative cost of living 
and wages? 

A. I shall be pleased ' to leave this book (Financial and 
Economic Annual of Japan) with you but I would just 
point out this.^ In Table XXIX on pago 68, they give 
wages of agriculture sub-divided into farm labourer, seri- 
cfultural labourer, silk spinner, gardener, and Fisherman. 

’ Then we have clothing sub-divided into weavers, male and 
' ,, female, dyer, cotton whippor. 

' ^ ' 16706. Q. I only want to know the relative incivase in 

wages and in the cost of living. 

A. If you will allow me a couple of minutes I can show 
jou more cl eaid^T the relation between the two. In i9u4 
the wages were very nearly from 100 to liO ; in exceptional 
cases they were 125. In 1913 the same wages had 
increased to 161 and even higher in some cases. In only 
one case was it 130. The cost of living is not given here 
but* in the general index the prices of articles consumed by 
the labouring classes are given separately. We find that 
there are about 40 articles given in the table. Here only 5 
/ or dsiartides show rises over 160 while the bulk of the other 
articles' show rises under 140 or 130 ; that is in proportion 
to tbeir wages. The rise in the prices of“ many articles 
which these wage-earners consume is smaller. And may 
I point out why it should be less ? 

16707* Q, If you please ? ' ^ * 

_AL A time comes in every protective policy whei’e the 
i3&LaBufaotErer is &ble to produce very largely not only 


sufficient for home consumption but to have a surplus for 
export and then immediately his prices fall to the level at 
which it will pay him to expoit. Thus while wages have 
risen up to a certain point the prices have risen also, 
perhaps more than the wages. Then the amount of pro- 
duction serves to bring down the level of prices so that' 
we find that Japan, which was 30 years ago importing 
yam and importing cloth very largely, is to-day selling 
its own yarn and cloth not only in competition with 
Lancashire but also with India which has cheap labour, 
in the common market of China which means that they 
have been able to bring down the prices of their produc- 
tion, i. e., manufactures to a level which is the world level. 
At the same time wages have been increased because that 
increased amount of production gave work to so much more 
labour in the country. There was more what is called 
national income to divide. 

16708. Q. But has it not bean asserted that bounties were 
the causes of these exports which benefited the foreign 
countries by enabling them fo get these articles cheaper ? 

A. Hot in Japan. So far as my knowledge goes there 
are no open bounties. There may be facilities and one 
of the moat important bounties or facilities is their own 
steamer line which ge^s subsidies from Government and 
the coasting trade in their own country has now come up 
to a pitch when they are able to hold their own against 
foreign steamer lines and when fixing their, rates of 
freight on the one hand they have to look to the views 
of their own shippers, the majority of whom are Japanese 
and on the otner to the Government who will say that 

if you want to kill our industries, then we don't want 
you **. So what happens is that in the matter of steamer 
freight the Japanese manufactures and merchants are 
far better off than we are here in India. To give a 
pertinent case to-day, cotton is being carried hy two 
Japanese steamer lines at 13 jen or Ks. 16 or 17 per tou 
and the Peninsular and Oriental Company has also consen- 
ted to carrj^ cotton ut the same rate but it carries yarn 
to China at double the rate which is Es. 30 per ton. As we 
have not any line of our own, we have no leverage to 
use against these steamer people to lower the freight. 
We can simply go and bog and as we have no choice, the 
position is that they charge us such freights as in their 
own good pleasure they think they have a right to, 

16709. Q. It is argued that this low freight is the result 
of combined action on the part of the J apanese Cotton 
Spinners Association which gave all the carriage of the 
freight to one particular line and which had brought down 
the freight ? , ' 

A, That is a fact. 

16710, Q. And therefore if our people combined there 
might be something done for us. 

A. The position to a certain extent would be of that kind. 
If there was a certain kind of goods which could be entirely 
controlled by the importer, then the importer could make his 
own terms with the Steamer Company and that is what 
the Japanese did. The Millowners* Af-sociation became a 
close combine. They agreed to bring all their cotton only 
through the company which gave them the best terms 
and my point is that when these better terms were given it 
was not because the Peninsular and Oriental or other 
English lines liked it but because the Japanese companies 
agreed to do it whether the Peninsular and Oriental liked 
it or not. Then after some unsuccessful straggle, as it 
was an important trade, the Peninsular and Oriental 
company also fell in with their views and said “ We shall 
also carry cotton at the samo rate If the national line 
was not there, I don’t think that even the Millowners’ 
Association could have done it because the foreign' com- 
panies would have said “We won’t carry cotton at that 
rate. If you don’t ^ want our freight you can please 
yourself So, that is where a national line or a line in 
which the Govtrnment is able to enforce the interests of 
the country first and foremost would be to my mind very 
beneficial to our trading interests. 

16711. Q. There is only one more question, Mr. Madon, 
The Dunlop Tyre Works, the Premier Cycle Works, Lever 
Brothers Soap Factory, the Eoyal^ Brush Factory at 
Osaka, the Electric Bulb Manufacturing Co., at Shinagawa 
the Gramophone Co., are all foreign firms in a count? y 
like Japan where the foreigner is by law prohibited from 
owning land. 

A^ The Electric Bulb Manufacturing Co. and ‘fliie 
Gramophone Co. I know ; the others are new to , 

16712. Q. In these coinpanies is a percentage tlir^QT- 
ships assured td the Japanese. ' * ' * 

A. The majority of the Director^! are, iKoW, 
that is my information. I 
verse to*day^ - r 
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1671S. <Q. Can you supply ns with this mformation ? 

A. Tt is not possible. The information can only be got 
from Japan. 

16714 Q. Bo the Japanese Government impose^ an excise 
duty on their successful manufacturing industries called 
consumption tax ? Is that a fact ? 

A, There is a consumption tax. 

16715. Q, Do you know anything about it, how it is 
imposed and where ? 

A. I have got it here. There are two kinds of con- 
sumption taxes mentioned here. (The book was handed 
over to Mr. Coyajee.) There is a chapter in this hook in 
which the sources from which the Central Government 
of Japan derives its revenues are explained. The consump- 
tion tax on kerosine oil is imposed at the rate of yen per 
upon persons taking delivery of kerosine oil from manu- 
factories, customs houses, bonded warehouses, customs tem- 
porary depots, and other places where the storage of foreign 
goods is permitted by laws and ordinances. It is a con- 
sumption tax pure and simple and differs entirely from 
our excise duties which are not consumption taxes in the 
real sense of the term. Japan charges the full import duty 
of whatever it is. If it is 20 per cent, the .importer jays 
first that 20 per cent., and then when the article goes into 
the country for consumption he hajs to pay a further 10 per 
cent, so that the original protection intended hy the law 
under the i ariff remains intact. In our case that protection 
has been destroyed. There is another consumption tax on 
textiles. This is how it is worded. The textiles consump- 
tion tax was enforced in 1905, and levied at the rate of 10 
per cent, of the value upon persons taking deliveij at the 
time of such delivery of textiles from manufactories, 
customs houses, bonded warehouses, customs temporary 
dej^s and olher places where the storage of foreign goods 
is permitted by law^nd ordinances. 

16716. <2. What is the import duty on textiles in Japan ?. 

A. It requires a technologist to explain. Moreover, the 
duty i« specific and not ad valorem. 

16717. Mr. Jamnadas Dwarhadas.—Q. Wiiat would 
l)e the avera'io ? 

A, 1 cannot tell you. It would bo wrong to give an 
incorrect impression. The import tariff is given in this 
book f ‘The Import Tariff of 1917 *’) which I shall leave 
wilrh you and if the Commission can get the help of some 
mill-owner or expert he will be able to work them out for 
you. He can say what the value of a particular piece of 
cloth as mentioned here would bo and then what the tariff 
would amount to. 

16yiS. Mr. Oo^ajee. — Q, The Cotton Spinners Asso- 
ciation have told us that in 1919, all the import du^-ies we^’O 
removed from textiles in Japan on account of the high 
price of cloth for some time. Is that your impressiou ? 

A. They may have been suspend(3d. The Japanese 
Government has always the power to suspend duties and 
they have frequently suspended the duty on rice. I have 
not any first hand information on it. 

16719. 3fr. 8Iieii/iai^i?*z Ayjjar. — Q. As regards this 
combine by the various manufacturers of preparing a 
particular company .and getting less freight : that was 
possible because the manufacturers were Japanese and the 
Shipping Companie.? were Japanese. This is not possible 
where yea have got to deal with a foreign company. Will 
, Ifeat he possible r 

, dh It we bad some leverage in the shape of our own 
we can say “Well, here is one Mr, A.^ 

^ to take at such and such a rate and if 

wry at that rate, I am going to 
% ^ "feCf 'SEr. Sfowthe European companies know 

t there is ^si excc]^ themseiVes in the field and 
theyarehskihg Ml ttdv^ of that posi- 
tion. 

167130. Q. In answer to question Ho. 11 you say that 
^ timseshould be duties on all imported manufactaresand not 
mily onit few selected articles. Supposing machinery is 
Tsc^dred for starting industries in this country, would you 
impose a duty on it r 

A. IwouE because machinery is another real funda- 
mental indufltry. If we are always going to depend u|»n 
foTOignein for the n!achtn.’ry that we waiit, then the tech- 
nkal skill and the improvements in the matter of Inveniion 
and 80 on which are po^ible would never come to us. How 
my pdi»twfehi«. Ilmow that uianufactnrers here would 
like to have the machinery free and many other things free, 
but if you tax machinery say sk 10 per cent., it means that 
the capital cost of a factory which would have 'been 100 
otherwise would he UO, that means that the capitalists 
would have to find additional profit or dividend only on 
that extra 10 while on his gross product by the tariff we 
are going to give him a protection of 10 per cent.* 15 or k> 


per cent., which is a good deal more.^ So, the manufacturers 
canuoi have any reason to complain if machinery is taxed. 

16721. Q. Supposing you want a new industry for 
example, the glass industry, or paper industry, or any olher 
industry to he started in this country, then you want to 
get machinery. Would hot you like that the machinery 
necessary for starting such a industry should come without 
import duty ? 

A. I think that I have explained that. My point is 
taking the matches industry for example, if there is a 20 
per cent, duty on foreign matches, even with Rs. 110 as 
capital as mentioned by me the manufacturer can make 
matches and sell them cheaper ; if that is so, I don’t see 
why he should get machinery free. 

16722. Q. Take the case of finer counts of y^ru which 
come from England and other places. They are consumed 
largely by the handloom industry. Would you like to 
impose an import duty upon the finer counts of yarn 
which will have the effect to a certain extent at least of 
retarding the development of the handloom industry P 

A. I don’t think that I would put it that way. If we 
have a protective duty of say 2 ) per cent, on cloth imported 
from foreign countries . 

1672B. Q. I am speaking of yarn only P 

A. Unless you wish me to answer your questions yes or 
no categorically, every answer requires some explanation. 

The position is this. The weaver would be getting 20 per 
cent, protection on cloth ani if he pays 10 per^ cent, on 
yarn, he is still 10 per cent, better off. Ho is nob handicap- 
ped by this duty on yarn. It ^ is essential for n s that we 
should gradually be in. a position to make these finer 
qualities of yarn. Why should we not ? We must make a 
beginning with yarn first. 

16724 Q. You cannot get here the special kind of 
cotton required for this ? 

A. Eglaud has no cotton, Japan has no cotton and yet 
they manufacture snch goods. We can also import any 
kind of cotton we want. 

16725. Q. I take it from what you have just said that 
you would not give any special protection to tho handloom 
industry in this country ? 

A. Ho, I would not. 

16726, Q. I take it that your general answer to question 
Ho. 18 is that you would like to have the ijulastrio .4 started 
by foreigners in this country. 

A, Yes. 

16727. Q. Would you like to have a large proportion of 
Indians in the management of those industries ? 

A. My point is that if these foreign firms came with 
their capital and take their own risk, they can manage 
their own industries. I dou’fc want to impose any propor- 
tion of Indians on them. That would not be fair at all 

1672R. Q. Do you contemplate that before an industry 
started by a foreigner or by a persoii other than an Indifti., 
a certain number of shares should be in the hands of 
Indians. 

• A. Well, that is the attituie of some people ; so long as 
that company does not ask for any special concession or 
favour ot Government, it should be allowed to have a free 
hand. 

^ 16729. Q. You would like to see both Indian and 
European companies started in this country in consequence 
of the protective policy. 

A^ Yes. 

16730. Q, You would not give any concession to the 
Indian companies as against companies started oy 
foreigners. 

A, .Conosssinns of what kind ; 

16731. Q. For example, that -these foreign companies 
should contain a certain Indian elemenf. 

A. That may be for the Legislafure tb consider. .1 
personally don’t see any good in it because We are Yu '§ucF 
a backward state that h would be in the i^er&sts of this 
country even to have industries’started entirely by foreign- 
ers* 

16732* Q. There is only mote and that" 

relates to export duties. ' I tak% it that you laid givat 
emphasis upon the fact that we nave srot a considerable 
qu^H^ of raw materials. ’ ' 

16733. Q. If you allow the raw materials to go away, 
from the country without an export duty, would not that 
have the effect of making it difficult for industries to h4 
started in this country, - , - , » ' 

A. The position is tbis,^ The raw materials go . 
because there%re no buyers in this country. If tjaererwere 
buyers, these would not go because the cohsujhe^, of out 
raw materials in other oounti|es have got to psay freight' 



commissiou, etc. Ab a matter of fact, to-day we liave a 
surplus of many of these raw materials. 

16734. Q. Would you not like by imposing an export 
duty to make it possible for these raw materials to be 
retained in this country ? 

A, If these raw materials are of no use here to us and 
if the manufacturers are not there ready to take them up, 
what is the use of detaining these raw materials ? 

16735, Q, Can you suggest any instance in which the 
raw materials will not he'^used in this country? 

A, They can he utilised provided the manufacturer is 
there and if the manufacturer is not ready and cannot take 
up these raw materials, what is the agriculturist or the 
cultivator tn do ? 

16736. Q, In your opinion, therefore, it is not necessary 
to have an export duty 0n raw materials ? 

A. Not necessary, ^ in my opinion. When we put on 
protective import duties we are already going to tax the 
agricultural classes a little bit for the good of the country. 
If you go farther and tax them again on the export of 
their produce, then it is double burden on one class of 
people, and that the poorest class. The agriculturist 
ought to have his income entirely to himself, if he can 
have it. ‘ 

16737. Q. You say that if you start industries a large 
nvimhor of people from the rural parts would come into the 
cities and find employment. Woulii not that have the 
effect of depleting agriculture of labour ? 

A. I quite follow j^our point, but the word ‘ large * in 
that connection wou^d be comparative. Three hundred 
thousand more labourers in 'Bombay in industrial concerns, 
or 300,000 more labourers iu C.Jcutta would not make any 
appreciable change ^on an agricultural population of 2o'0 
millions, 

16738. Q. You say that the agricultural population is 
so great, that the taking away of a certain number of 
labourers to industries would not hamper agriculture ? 

A. Yes. If wages improved and general conditions 
improve, I personally feel that the condition of agriculture 
will "also improve. The agriculturist will know how to 
find better markets and how to use better manure, and 
from the same amount of land he will produce more. 

16739. Q. You said that an linorease [in wages would 
more than compensate for the increased cost of living. I 
take it that your idea is that there will he a better standard 
of living, bettei^ houses, better food, etc., for the working 
classes P 

A* That is part of it, 

16740. Q. That would to a certain extent compensate for 
the increased cost they will have to pay for the articles ? 

A, May I expound that ? We find in all protectionist 
countries that after a certain stage the population is able 
to enjoy a great many amenities which they had not 
before and in addition they are also able to put by larger 
and larger sums of money. In the case of J apan I have 
ot some figures, which, if you will permit me, I will place 
efore you, I have the statistics of savings bank deposits. 
I must explain that these savings banks are a stage further 
up from the post office savings bank. They are not the 
ordinary banks of the country. They are more , or less 
peoples* banks and the deposits in them are from the lower 
and lower middle classes, and not from the upper classes 
for which the other commercial banks cater. In 1911, tlu 
balance of savings deposits in these banks was 163 million 
yens, and the balance of other deposits was 148 millicn 
yens. In 1914 the balance of savings deposits was IGo 
millitn yens and the balance of other deposits was2i(J 
million yens. These other deposits are half saving and 
*hidf Current. In the postal savings banks the deposits 
were 192 million yens iu 1912 and 202 million yens in 
1916. The point is : all this money they have been able to 
spare over and above all the expenditure they had to make 
for the more improved standard of living. 

16741. Q. You say that they made this saving notwith-^ 
standing the increase in the tariff and the consequent 
increase in the cost of living ? 

A, Yes. 

16742, BhoUes,^Q. You have mentioned to ns the 
reasons which: enabled Japan to compete with the Indian 
mills in the Indian cloth market. Have you formed any 
idea as to the general standard of comfort of the Japanese 
labourer ? You say that it has improved. But hew does 
it compare with that of the Indian mill hands.? 

A. The conditions are not alike on account of climate 
and so on, but my general impression is tha'i the Japanese 
labourer is first of all much better educated : then he has 
much better civil amenities in the way of better communi- 
cations and so od. ' Apart from' that he is not at all a 
sufferer as compared to the Indian labourer ia the matter 


of food and clothing. In fact, in the matter of clothing 
he has on the average a good deal more than the Indian 
labourer can afford. 

16743. Q, What about his working conditions ? 

A. Will you explain what is meant by conditions ? 

16744. Q, The conditions under which he does his work, 
the length of hours and so on? 

A. There are two shifts! n all Japanese mills. They go 
on the idea that it is much better to work out the 
machinery twice in a day and make up the depreciation by 
increased earnings. There are two shifts and between the 
shifts the employees are kept in chawls erected by the 
mill-owners in their own compounds. Some years ago the , 
conditions were considered in Japanese papers to be very 
harsh, because once an employee came in he found it very 
difficult to got out, but as the number of mills incre.ised 
tie mill-owners tried all kinds of meairs, fair and unfair, 
to draw away labour from neighbouring factoriCvS, and that 
has ultimately led to a great deal of improvement in t''e 
general conditions of labour as wcU as in the liberties of 
the labourer. 

16745. Q. Then, compared with Indian labour, is 
Japane.so labour sweated or not ? Wc have been told that 
this kind of sweating iniJanau makes it ditficnlb for Indian 
mills to Compete with the Japanese mills. 

A. I do not know what you call sweating. Is that that 
the labourer does not get enough food ? 

167 16. Q. No. He has generally to work as a slave. 

A, The slavery consisted in his coming in and not being 
allowed to leave the mill. Tliere were certain restrictions 
to his leaving the compound. But that has gradually 
changed and Japanese labour has become more iadepen» 
dent. 

10747. Q. But is it as independent now as Indian labour, 
and as well-treated generally ? 

A, I cannot definitely answer this question. Indian 
labour is not handled in th.e sime way as Japanese labour. 
As I said, all the labour iu Japan is in the mills’ own 
compounds as far as possible and the mill-owners provide 
educational facilities, etc. On the other hand, they have 
certain restrictions on their men, because on account of 
their two shifts system they cannot afford to see their 
labour leave the factories. But the Indian labourer is 
free to go home, and that is the only freedom he enjoys. 

16748. Q. The Bombay mill-owner would be justified 
in his desire that a prohibitive duty should be put on 
Japanese cloth if the competition was- unfair in regard to 
the question of ill-treatment of Japanese labour. 

A^ As far as my knowledge goes I cannot say that the 
competition is unfair. 

16749. Q. The only other point is the question of confin* 
ing the coasting trade to Indian companies. Here again we 
are on the cotton question. ' The Indian cotton mills, chiefly 
situated on this side of India, depend on cheap freight for 
their coal from Bengal. Pon’fc you think that if this 
coasting trade is in the Imnds of one concern there will he 
the danger of having to pay very heavy freight ? 

A. One concern in what way ? 

16750. Q. One Indian concern. 

A^ If an Indian company is organised, and it had 
special concessions from Government, the Government 
would haV'e on the other hand, tho means cf seeing that it 
did not abuse its powers. But I do not say that there 
should be only one Indian company fur the whole of 
India. If there was a chance of making money by enjja- 
ging iu coastimr trade, there would be many companies 
siwinging up. 

16751. Q. There is that cliiiueo now, — o£ starting 
Indian companies ? 

A. Well, I know how companies can be started. There 
are three cuinpanies iu Oalcutta competing, and these same 
companies are competing in Bosubay. Srom Calcutta to 
Shanghai and Japan they are taking cotton at 5*40 rupees 
per ton, cud from Bombay these same companies charge 
Es. 30, five times that freight, to Shanghai. My point is 
that when you have such giants to throw away millions of 
money how can VuU have a chance of starting new com- 
panies ? Mr. J. N. Tata tried it thirty years ago and 
+'ailed. The Government have got to give definite protec- 
tion and definite facilities. 

16752, Q. In other words, a definite monopoly? 

A. If you please. If it is desirable to have a commer- 
cial navy for India, then the Government sliould do it. If 
tne Govv,rninent thinks it is not desirable then there is no 
question. The shipping giants are so big that small com- 
panies have no ebance against them. > ^ 

10753. Mr. Bida ; — It appears, Mr. Madon, that you 
want.a uniform import duty on all imports. You say in 
answer to Queation No. 11 : There Aould be duties 
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all imported manufactures, not on a few selected articles/* 
The objection whicli has been raised against this is i it is 
quite possible that in some cases protection will lead to the 
establishment on eypansion of certain industries which will 
contribute to the national wealth, but i£^ heavy duties on 
certain articles did not lead to the establishment of facto- 
ries for manufacturing thefh, because there word no natural 
resources, then the consumers will have to pay unnecessari- 
ly high prices, and the high tariff would give no benefit 
at all, 

J., I have already answered this in coimection with a 
previous question tfy saying that I did not see why any 
industry could not be started in this country. There would 
be very few that conld not be started. On the other hand, 
most of the industries that cater to our every day require- 
ments could he and should Lo started in this country. 
There is no reason why they should not he. They have 
done it in America, Germany, Japan, England, etc. 

16764, Q. You know that Germany and America also 
have to import certain articles from foreign cotmtrics ? 

A. I have got a comparative table (»f the exports of the 
United Kingdom to foreign countries, and it shows very 
clearly that it is not. only free trade India and free trade 
Ohina that buy these exports, but also very liighly protec- 
tionist countries like Germany, Erance, United States, 

. Bnssia, Japan and Italy, Jlelginm and to a certain extent 
the Union of South Africa. And India, when we have 
gone over to a protectionist policy, will, lo my mind, do 
what all these countries have done, ?.<?., it will go on 
importing a great many articles, but they may be entirely 
different) axticks from what we are importing to-day. We 
will go on importing. Imparting is a corollary of export- 
ing. If we sell to a foreign country, we will n{»t always 
get beck our price in gold and silver, buiin the form of 
other ai’iioles, 

^ 16?6B, Q, Out you know very well that even protec- 
tionist countries do not impose any duty on the import of 
raw materials ? 

A. Exactly. I am not in favour of having import 
duties on raw materials, 

16766. Q, So, you will diseriminato in fa^Ollr of imports 
of raw materials F 

A* Yes, 1 am for duties against imported manufac- 
tures, 

16767, Q. But there arc certain articles which aro semi- 
manufactured and Used for other manufactures. Take for 
instance, machinery. Some semi-manufactuicd articles 
are used in its manufacture. Or take oil, which is used 


A., Every industry has risks. Yoii may work out ' your 
profits on paper, but when you establish your industry you 
may find some difficulty which will upset your calculations 
and make your piropasitioa a losing concern. 

16761. Q. You say that the foreigners may establish 
themselves under otir protective wall? 

A* Yes. My point is that they will be object lessons 
to Indian capitalists. 

16762. Q. You elaborate the advantages of protection in 
your answer to question No. 9. Do you think that if 
under protection foreign capitalists do come to India and 
establish themselves here, you would be able to got all 
those advantages to their fullest extent ? 

A» I have defined the advantages from a factory owned 
by a foreign company to be greater employment and train- 
ing oE our own labour, because they cannot possibly 
import 5,000 to 10,000 labounirs frdm their own country, 
and the very existence of sxxch a factory and its making 
money would be an incentive to our capitalists to establish 
factories and make money. Beyond that, I do not 
thiiih that we can learn the trade secrets, because in 
commerce people nr<" not philanthropic ; rather they try lo 
keep their secrets to themselves. I must say in a com- 
pany where tlie management is entirely foreign the concern 
will continue to he foreign. 

16763. Q. Then, it will have both advantages and dis- 
advantages P 

uL What disadvantages. Sir? 

10761. Q. T mean the large industries will in many cases 
bo controlled foreigners. The only advantage which 
you will get will be greater tunploymont and training for 
our labourers. 

A, The only disadvantage that I can think of is that 
such a foreign company with a large capital might be so 
powerful in this country as to stifle the establishment 
of any industries by purely Indian capitalists. If that 
is the case, if there is any unlair competition, under- 
selling or under-cutting, then it would be a problem for 
our Tariff Board to consider, as has been done in other 
countries. In Germany they had cartels and in America 
the trusts. If such cartels or trusts are created in this 
country owned entirely by foreigners or even by Indians, 
then it is %lways open to tlie legislature to bee to it. If 
they find that unfair competition is being created' and it 
is detrimental to the interests of the country, they must 
prevent it. 

16765. Q, Y ou want to leave it to the future genera- 
tion r 


for the manufacture of paints, varnishes, etc. ? 

A. Ny answer would ho that these intoimediates of 
manufacture should also be produced in this country, and 
we should aim at doing it, and the only way to aim at 
doing it is to give protection for the manufacture of such 
' semi-smanufactured articles. Only raw materials should 
be entirely free, because otherwise whut will happen is that 
a foreign manufaclnrer will get his raw materials without 
any tax and if the Indian ipanufactuivr gets it taxed, 
then to that extent the protection wo are trying to give 
the latter will be taken away fioui him. 

16758, Q. You know that at present we have a heavy 
import duty on sugar. How far has it encouraged the 
manufacture of sugar in this country ? 

JL I do not think 1 am competent to answer that as 
a. tecluoieal expert, But the real problem is we must con- 
net only refined sugar bukalso the by-products of the 
; H a sugar miimufacturor finds that it is 

Mih to dispose of his by-products with a 
h^^ay not go on. Asa matter of 
iiftf «r^^.iSdfttiufa«stnriug factories going 
un in and with 

lexteotkm thidr larger and they 

ahln to JitaM com petition. Hut We hive not had suSdent 
tisae to say whether the present duty has acted a« sofficient 

By only point is, why cot have discriminat- 
df a Uiud uniform tafiff ? 

aE. I am uot against discriminating tariffs. We 
fduMB A uniform tariff on all imports which should 
ho aufflwtentlyMgh 16 giv® a supporting 'chance to new 
induatrk^ b0in| stiffied, and then If particular industries 
wsqairt higlMKr br ether faoilitifls GbVemment should 
certainly oeuslillt St athl decido whether they ought to be 

16760. Q. In answer to question No. 18, you Say : ** So 
far as British or foreign.indudirial firms come here ai thek 
own risk 1 would welcome them/* I do not quite under- 
stand what you mean by ” 6i theii* own risk.r What is the 
ridkf . . , . 

3# 


A, To the future Government of the countiy; i.e., to 
the future legislators. 

16766. Mr, B. A, I want to clear up your 

general position in regard to import duties. You want to 
impose a high general tariff on all manufactured articles 
for protective purposes ? 

JT. Y'es. That is my point. 

16767; Q. And yo a would watch the effect of that tariff 
with a view to raising the general rate ou certain articles 
which require it ? 

A, Yes, that is my point. 

16768. Q, Can you give me an idea of what figure 3 *ou 
Contemplate for your general rate ? You have tiow prac- 
tically a general rate of 11 per cent. 

A. I think that is rather low in our present stage of 
development. I would put it higher between 20 and SO. 
There may be particular articles which the 'Government 
may decide to keep at a lower level, say, 10 per cent, o^^ 
per cent, if they think it right, as they have to-day a 2| 
per cent, on certain articles. 

16769* Q» That would bring in a considerable extra 
revenue ? 

X* It may. It should in the first few years, because 
weutd be nothing produced hei'Cr feo-’ rBpl^^r:the 
>impoits. * - . ' ' -f/ ■ 

16770. .Q. How would you fit H in -wifeh^your -financial 
system? Tho principle is to 'get only so much by taxation 
as is needed for administrative purposes. - 
A.- We have so many, sources of revenue. ' We * can 
reduce Ihe-tases on other arfioies;^ If we get 10 crores 
more from customs, we can take away 10 crores from salt^ 
etc. 

16771. ft. You propose to reduce other taxes ? 

A, Yes. . .. 

16773. ft. When you said you would impose duties bn ^ 
manufactured articles, I understood that you meant-hy 
manufactured articles which have gone through sm: / 
proeps of manufacture. You said to Mr, Birla 
won't call semi-manufactured articles raw materials/" 
you tell me which is a raw material ? Is it a^n article ^Bch 
has not passed tbasougk any process of manufeeture ? - 



A, article wliicli comes out from the ground” 
would be a definition of raw material Most of the semi- 
manufactured goods are a combination of such raw mate- 
rial and some labour applied to it. 

^ 16773. Q. You realise that the effect of very high protec- 
tive duties would be considerably to raise the prices to the 
consumer. You answer that by saying that the consumer 
is also € producer and that he would benefit as producer to 
the extent that he suffers as consumer. Is not that your 
general position ? 

A> Yes. 

16774. Q. That might be all right in particular cases. 
But suppose the price of the^article iie produces does not rise. 
The largest class of producers in this country are agricul- 
turists. How would they benefit by this rise in prices ? 
The}' would suffer considerable loss as consumers, but as 
far as 1 can see they would not gain as producers, because 
the price of their produce would not rise. 

A, In agriculture there are owners ai^d there are 
labourej’s, and my impression is that the number of 
labourers that live by agriculture is far larger than the 
number of owners who make profits as capitalists. 

16775. Q. There are a large number of owners in the 
country. 

A. i agree, Sir. I contend that agricultural wages 
y?-!!! also tend to rise as some of that labour is drawn to 
industries, and so the agriculturist will not suffer- Of 
course, that rnay he called a general statement of opinion. 
So, I want to point Out the case of Japan in which my 
point is demonstrated. In the last 15 years the masses of 
Japan have not onlv been able to pay these extra duties 
and live a better life, but they have also been able to save 
these hundreds of millions. If this is not a demonstration 
that the consumer has not suffered in real income, I do not 
know what else can be, 

16776. Q. Take the case of the man who is a producer 
of agricultural produce, the small land-owner. How will 
he benefit by tbe system of duty you propose ? 

A. The small land-owners do not form the largest class 
in the country. 

16777. Q. I should say they are one of the largest 
classes. 

A* Then, I do not want to contend that every one in 
the country is going to be benefited. Under any policy 
that we ^dopfc for the sake of the country some sections of 
the population are bound to suffer. 

16778, Q. Then the agricultural land-holder has got to 
suffer ? ' 

A. To a cortsin extent, but many of them are very rich 
particularly in the north of India. 

16779. Mr. Jamnadas Dioarhadas : Q. To pursue the 
point that was left by Mr. Biida a little further, you are in 
favour of a high x>i’otectiv0 tariff on all manufactured 
articles ? 

A. Yes. 

16780. Q. And you say that will encourage the industrial 
growth of this country ? 

A. Yes.r 

16781, Q. There are soitfe raw inatorifels in this country 
which are not used for njanufacturing purposes in this 
country, but which arc exported outside and return in the 
"shape of man ufactured^art ides. It is not possible at least 
for a number of years to manufacture them here. How, if 
you have a high import duty on the products manufactured 
out of such raw materials, the export of those raw materials 
would diminish and the cultivator would thus suffer? 

JL, The raw material will continue to go out.^ I do not 
think there is* any article for which India is the sole 
igaarket. The manufacture of that raw material, therefore, 
'will-still go on, and if anything at all, India will he paying 
a higher price for that part of the article which she buys. 

16782. Q. Is it or is it not your experience that because 
the prices of imported articles wont up, the quantity 
consumed went down ? 

A, 1 am afraid 1 do not agree with that position.- The 
real fact was that so long as the war lasted the prices 
TEp and still there was scarcity of articles. 

16783. Q. Your position then, is that high prices do not 
affect consuirpTiion, 

the income also rises. 

16784: Q. There' are certain materials which are manu- 
factured" "and which cannot be technically called raw irate- 
fialSj 'but which are raw materials in relation to other articles 
uhat can be' manufactured from them. If you have high 
import duties on these intermediate articles which cannot 
be manufactured for years to come in this country, don't 
you' think that you 'would be hampering the industrial 
gwwth of this country ? • - - ^ 


A. I do not think that there are industries, excepting 
where patent proiiesses are necessary, that could not be 
starbd ill this country if you give them sufiioient 
protection, that is, ciroiimstaiices favourable to their 
production. 

16785. Q. Suppose to-day you are in a position to noanu- 
facturo a finished article provided you have certain raw 
materials in your hands. By raw materials I mean those 
intermediate articles. Would you, in erder to support your 
theory of having a heavy import duty on ,ail articles, 
prevent the manufacture of the finished article by havini 
a high import duty on the ii\termediate^ article or would 
you all.»w the manufacture tif the finished article and 
have no import duty ? 

A. My position in such a case would be to tax that 
semi-manuTai'tured article at a lower rate, than the fuliv 
finished article. 

.16786. Q, Would youthen adopt a policy of discrimina- 
tion in such cases ? 

A. Yes. 

16787. Q. In answer to question Ho. 2, you say that you 
would in)t have direct taxation but that you would have 
revenue from customs tariff. Now theve is an argument 
brought forward by various people that you cannot have 
revenue from customs tariffs beyond a certain limit, and 
timt if you raise the custom^ tariffs your revenue is 
likely to fall because your imports will fall Do you think 
there is any weight in that argument ? 

A. Well, I do not agree that imports will fall, because 
the experience of other countries which had adopted 
protective policies before is that the imports continue, 
Take the case of Germany, one of the strongest protectionist 
coantries. In ID Jo its imports from the IJriited Kingdom* 
was 29 millions, in 1907, 41 millions and in 1912, 40 millions, 
so that even highly protectionist countries like Gern^ny 
continue to import and to import even more largely than 
before. The same is the case with France on a larger scale. 

I have tried to take percentages . which shows something 
remarkable. If you compare the year 1912 with 1905 you 
find that the growth of exports of the United Kingdom to 
India was 134 that is, 34 per cent, more, taking the figure 
for 1905 as 100. In the same year the figure for Germany 
was 1365 fc bo expansion was higher than for India. The 
figure for Prance was 160, Russia 170, and so on whereas 
in the case of China, which is a free trader, the figure went 
dow n from 100 to 82. In 1913 there seems to have been an 
extcptional rise in exports to India most probably on account 
of tlie prices of jute goods having 3 umpod from £57 
millions in 1912 to £70 millions in 1913.^ But in the 
following year they again dropped to £62 millions. These 
figures show, that the quantity of imports is not likely 
to be reduced with a protectionist policy in this country 
because the general wealth will improve and our wants 
will increase and we shall require our articles from abroad. 

1G788. Q. This is your answer to the argumont put 
forward against import lariffs ? 

A. Yes. 

16789. Q. Do you, think that import tariffs will increase 
the wealth and resources of the country ? 

A. It is perfectly clear. Every individual unit working 
for agriculture is growing new wealth at the rate of Rs. 20, 

30 or 40 per head per annum. If every individual of that 
agricultural labour is once brought into the industrial field 
and becomes fully trained, the industrial labourer will xno- 
duce ton time's that amount of wealth. The amount of pro- 
duction is sure to mount up and that means that national 
wealth will increase, 'ft ore is no doubt about that. This 
has been demonstrated in the case of Jaixin. 

16790. Q. With regard to direct taxation, considering 
the present industrial backwardness of the country, is it 
your opinion that direct taxation will be a hindrance to the 
growth of industries in India ? 

A. Pirst of all, direct taxation fulls on very few heads. 
Besides it is alright in times of high prices and very big 
profits, because you get crores of rupees. But it becomes 
very burdensome the moment the profit melts away and 
bemmes normal or even less. You find that even in 
England to-day there is a, very strong agitation against 
direct taxation as impeding manufacture and making it 
impossible for tho English manufacturers to compete 
with their neighbours in foreign countries. My own 
feeling is that there should he no further direct 
taxation, 1 mean that there should bo no appifeCiablo 
expansion of direct taxation. 

16791. Q. Would you say that even the present rate of- 
taxation is unjustified P ^ 

A. In my opinion, it is not unjustifiable. ^ ' 

16792. Q. Then, direct taxation is n(fiiJbgfSehs6kiA?'^M/ 

-4. Hot at preset. ' ' , 



i6!r93. Q. You talk about tbe system that obtains^ in 
Japan where foreign inanufacturers and local men join 
bands and adopt a system of capital sharing, control 
shaving and profit sharing. Can you give us an idea as to 
bow this system works. 

A. I am not acquainted with any of these companies, 
so, I won’t make a categorical statement. But I believe 
there have been difiSculties in holding them smoothly 
together. On the other hand the Japanese part of the 
concern have always got the upper hand because many of 
those industries depend for a good part of tlieir trade on 
orders from Government, public bodies and so on ; and 
to get sueb orders the inlluence of the J apanese directo- 
rate is very great if not paramount. So, whenever there 
may have been frictions they are bound to be got rid of 
because the foreigner partner will see that if he persists 
in his own views the whole concern ^ will go to the dogs. 
So, more or less there is a compromise always. I do not 
say ’that the Japanese always get their own way, but they 
get their way most of the time. 

16794, Q. My object in putting this question was to see 
how it would work here. Don’t you think that the same 
conditions will prevail if foreign firms establish themselves 
here ? These firms when estamished are not likely to do 
harm to the country. 

A, T do not say there is any harm. There arc certain 
good points which an Indian-managed concern can give to 
the country such as the ultimate establishment of industries 
in the country, the ultimate training of superior labour, crea- 
tion of great captains of industry and so on. If yoi have 
fcpign companies then most of the captains of industry 
will continue to come fi’om tbe particular foreign country. 
It is quite natural. The consequence will be that in those 
industries we will simply bo hewers of wood and drawers 
of water* 'Whereas in the case of the Indian-managed 
industries tbe men in the lower ranks of supervision will 
gradually lo allowed a chance of higher responsibilities md 
thus get trained to bo captains of industry. 


16796. Q. With regard to the question Mr. Rhodes 
asked, I think he asked, if I am not^ mistaken, about the 
dangers of giving monopoly to Indian concerns in the 
matter of shipbuilding. 

A, I am afraid I was not properly understood then. 1 
did not mean any monopoly to an Indian company. 
What I said was that the coasting trade of the country 
should be confined to companies organised and controlled 
in India. 

16796. Q. Do you think that in Japan, America, 
Australia and other countries the coasting trade is in the 
hands of local companies ? 

A. Yes, it is the case in Japan. I do not know of other 
countries. 

16707. Q. How do they manage there ? Perhajjs, there 
is not much competition there. 

A> There is a great deal in J apan. Still the J apanese 
maintain their own position in the trade, because there 
are, say, 20 Japanese companies. Possibly one or two 
como to the top and the other companies have a sort of 
haphazard existence. In any case the companies that 
particularly get the control of the trade aie also J apanese 
and as there is no confinement of the coasting trade to any 
particular company, new companies are constantly growing 
up, people start now companies, and then they find that a 
particular line is well paying and so they venture in it 
and so on. 

16798. Q. Is it not in any way disadvantageous to 
traders ? 

A. I do not SCO how it can be. Because there is suffi- 
cient competition as between the Japanese themselves. 

16799. Q. In India also the same conditions would 
very likely prevail. 

A, Yes. If wo had this, there would be, I am sure, 
many Indian companies arising to take advantage of the 
concession given. 
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Written statement, dated tbe 12tb January 1922* 


Section A. 


16800. Q. 1. Protection, particularly in the case of 
industries which are likely eventually to be able to face 
foreign competition, or in tbe case of existing industries 
which may need temporary protection to enable them to 
improve their quality or style of outturn* Apart from 
this I wouJd favour a continuance of the heavy revenue- 
raisi^ import duties on all articles of luxury. 

16wl, Q. 6. Little or no effect. The policy has not 
been such as to encourage or assist the establishment of 
new industries in India. The recent increase in duty on 
' pwscegoods has assisted tiie cotton mill industry, 

to say to what extent, as the increase was 
trade was passing through 
““ 

My <3W is falling-ofE in imperU of 

cq 4I^ ]^eoego®fe iamol a of the anOreased duties 
but is da© to the market oonditkms and to^ the 

wav© dE sentiment in favour of Indian niade ©loth, which 
tbreughout India. 

, Or A* revenue purposes only, if and when 

tim Xnmu aiwsmfaotttrer 'is in a proved position to compete 
with the article. 


’ 0, I ©osmider that this should b© the object, 

reveaae eemmdetation being "satisfied. Tbe country is 
almost industrially, new industries must bo 

©ommeaoed on a;rekliy©ly small scsle^ must be proved 
before capitalists w the public generally can be expected to 
Invest money in them. At thm stage no iadnstry can be 
expected to hold its own i^bst the over$eas concern 
backed by money, repuiaiion and the experience of years. 
The overseas manufacturer with the above advantages, 
and with the lower costs which his larger produetion for the 
Home and other markets makes possible, is able lo stiie 
the Indian concern in its experimental stage. Tbe 


infant concern should be proteoUd until it is in a position 
to repay the State by utilising the raw materials the 
country possesses, by finding reasonably paid employment 
for some of the many who need it, and by the taxes it „pays 
on the profits retained in the country. 

16803. Q. 10. I cannot think of any country in the 
world which produces all its requirements of manufacturgd 
goods. ► • 

16804. Q. 11—14. Only those industries which are likely 
after a period to be able to face foreign competition should 
be selected for protection. The only exception I would make 
would be in the case of any key industries which the Gov- 
ernment of India might consider it essential to esta'blish 
on grounds of National security. 

16805. Q. 16. I see no point in assisting such hand 
industries, as were rendered economically unsound years 
ago by the introduction of improved methods of manufac- 
ture. The peasant can .spin or weave for his own family' 
requiremenU, but he cannot continue to make and sell at 
aprofijt once power plant lo manufactw^the aame^article 
is established in his vicinity* ' ' ‘ 

16806, Q, 17. 1 do not think there is haudli danger of 
combination for this purpose for thany years to come. If 
such a combination did come into being, and it could be 
shewn that the price fixed left manufa^urers more th^" a 
reasons^le profit, the coihbiofttion might be given the 
option of reducing pnees or of seeing duty-free imports of 
tbe goods, they were controlling. 

1^)7* Q. 18. This effect probably would be seen. I 
consider suoh a movement would be beneficial, as such' con- 
cerns would assist by their knowledge and experience in 
introducing new industries upon sound lines. Further^ 
they would certainly look to India for much of theif' ' * 
They would of necessity hav% to employ 
Indian assMants, the better among*" ' 

toaliy be given positions df authority, ilS 

the development m new competitive'^ oeuicCHW ^ 



16808.' Q. 20» I am afraid tlie larger part is passed on 
to the consumer, but I consider this would be much 
more than counterbalanced by the advantages of an indus* 
trial expansion. 

16809. Q. 23. Kot if the production were afforded only 
to articles which India would be in a position to produce 
competitively after a period of protective nursing, 

16810. Q. 24. As regards A, and C. Yes! As regards 
B the majority of this class use very little that is imported 
except jgerhaps, sugar on which a duty of 15 per cent, is 
already imposed. 

16811. Q. 29- Tes. ^ A small standing committee who 
would consult the Provincial Directors of Industries, Collec- 
tors of Customs and representatives from the Chamber of 
Commerce. 

Section B. 

16812. Q, 35. Yes I I favour preferential tariff rates 
to those countries giving India preferential rates, provided 
that the lowest duty is sufficient to afford the degree of 
protection suggested in my reply to Question JYo. 9, 

Section C. 

16813. Q. 43. The cotton mill industry and the manu- 
facture of paints, boiled oil and varnishes. I have also 
experienced the difficulties in the way of manufacturing 
matches on a large scale in this country. I would explain 
that my firm has large importing interests, and that in the 
Following notes I condne myself to paint and allied pro- 
ducts as an industry comparatively new to India. 

16814, Q, 44, Yes ! India is one of the largest pro- 
ducers of linseed oil and has deposits of ochies and barytes 
very suitable for paint maldng. ^ In close proximity are the 
Persian Gulf deposits o£ iron oxides, the best in the world. 
Indian ochres are at present being lai’gely exported. 

16815. Q. 45, It is certainly of substantial importance 
to the prosperity of the country. India buys very large 
quantities of ^ paint and oil annually, and it is one of the 
few countries in the world which is not supplying at least 
part of its own needs in this direction. 

16816. Q, 46. There is one well equipped concern which 
has been manufacturing paint successfully for some years. 
Five other concerns have been floated since the war and 
they are in varying stages of equipment. As regar<l8 oil 
there are a number of mills expressing and boiling linsoea 
oil, some have regularly made a good profit, but others are 
not doing 'well. The frieigbt on oil seeds to Europe is very 
httle, and, owing to there being a ready market for 
the oil cake there, very keen competition is felt from 
linseed oil expressed and boiled in Europe and shipped to 
India, 

16817# Q# 47. India itself, as there is a very large con- 
sumption of paints, compositions, boiled oils, etc,, by the 
Kaiiways, public buying departments, dockyards, and the 
general public. 

16818, Q, 48. The competition is principally British, 
although latterly a large trade has been done in cheap 
American and Japanese paints, while Germany is again 
offering her products at extremely low prices. The compe- 
* tition extends^o all classes, although it is most keenly felt 
in the case ofihoiled oils, cheap bulk paints and white zincs 
and leads. 

16819. Q. 49. Generally speaking iio.^ The competing 
countries can obtain some articles, such as zinc oxide and fine 
pigments more cheaply than we can. Tliey can also specialize 
to a greater extent, as the organization of industry gene- 
rally in other countries enables a paint manufacturer 
to obtain materials ready prepared which we in India must 
prepare for ourselves. Our competitor is also able to obt-iiii 
^eai^y much better containers (tins, drums, etc.) than are 
obtainable in India. His reputation is a very material 
help, of course, as there is an unfortunate tendency even 
among Indians who are actively desirous of supporting 
the country’s industries, to look upon anything produced in 
India as being of poorer quality than the imported article. 
This does not apply by any means only to paints, but the 
result is that the struggling Indian manufacturer is 
expected to sell his products at much below the market 
price of imported articles of similar quality. 

1682IX Q. 50, At the present moment we pay the same 
import duty on those materials which we are compelled to 


import for paint-making as is levied on imports of made * 
up paints. In this connection I append copy of a letter 
addressed by my firm to the Government of India in 
the Commerce Department. 

*^We beg to say that the above-mentioned Company 
has recently been formed with a view to manufacturing, 
in Bombay, all descriptions of paints and varnishes. 
For the manufacture of certain paints, we have been im- 
porting from the United Kingmim various pigments, 
amongst which may be mentioned the following : — ' 

White zinc. 

Lithophone. 

White and coloured lead. 

Whiting* 

On these we have been charged by the Customs Depart- 
ment a duty of 11 per cent, ad as they are appa- 

rently classified under ‘ Paints and colours and painters* 
materials, all sorts’*. 

“ This duty undoubtedly imposes a heavy handicap on 
what is, in this part of India, a comparatively new 
industry, and we therefore approached the Collector of 
Customs, Bombay, with a request that it might be remit- 
ted, but were informed by him that, under existing rules, , 
no remission was admissible. 

We therefore beg to place the matter before you for your 
consideration. It may be pointed out that none of the 
materials mentioned can at present he obtained from 
Indian sources. They are for the most part produced as 
by-products in industries which have not yet been started 
in this country, and it is recognised that tbeir preparation 
cannot economically he undertaken by paint manufacturers. 
They are, therefore, in so far as the latter are concerned, 
essentially raw materials, and as such should, we consider, 
be admitted free of duty. We may perhaps, he pardoned 
if we quote, in this connection, certain remarks made by 
His Excellency the Viceroy in his reply to an address 
presented to him by the Bengal Hational Chamber of 
Commerce at Calcutta on the 9th instant. His Excellency 
said : — 

^ We must— and I suppose there can he no difference 
of opinion on this — concentrate attention on 
developing the industries of India, upon 
oxtending manufactures in India, either by the 
use of raw raatevials produced in India or even 
raw material which may have to be imported 
into India.* 

“ It seems to ns that this is a case in point. There can 
be no large development of the paint-making industry whilst 
there is a duty of 11 per cent, on raw materials which, 
at present, must be imported, and, in the case of some of 
the finer colours, will probably have to be imported for 
many years to come, as there will not be sufficient demand 
to warrant local manufacture. ^ Tho encouragement of local 
industries by the remission of import dutie.s has been recog- 
nised in- the case of such materials as China clay foi the 
Bombay Cotton Mills, and it is thought that a similar con- ' 
cession might lie made in respect of all raw materials 
imported for the manufaotixre of paints when it can be 
shown that they are being imported for this purpose. 

"We under5tand that it is the accepted policy of the 
Government of India to give all possible encouragement to 
the devek'pmeut of local industries, and we therefore trust 
that they will be pleased to grant the concession For which 
wc now ask.” 

The materials referred to in the above letter go through 
a process of manufaotuie or preparation, but they are 
for our purpose raw materials, and should be allowed 
ill free of duty. The bulk of our material is, however, 
to be found in India and during tbe period that the 
industry is testing these materials practically and establish- 
ing its organisation and equipment, I consider it should 
be protected by a duty of 20 per cent, on all paints. 

16321, Q, 51. It will eventually be able to face com- 
petition without Government aid. 

16822. Q. 52. It has not so suffered liitherto. 

168'^3. Q. 53. In the case of Germany. Yes ! 

16824. Q. 58. No. 

16825. Q. 59. I do not know what^ probability there 
is of zinc or lead oxides being produced in India. 

16826. Q. 60. The latter. 


Oral evidence, dated Bombay, the 20th February 1922* 

16827. President, — Q. Mr. Baddeley, you are the repre- 16828. Q. Are you interested in the cotton indas^'^ 
sentative of the Allen Brothers^and Co., Ltd, ? and the manufacture of paints, boiled oil and varnishes? _ ’ 

A Yes. Yes, among other thingsf . ^ / 

r 
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16S29, Q. Do you favour protection for ‘the establish- 
ment of industriei which are likely eventually id be able 
to face foreign competition P 

A Yes. I should point out that we are large importers 
of manufactured goods and therefore I should be expected, 
other things being equal, to be a free trader rather than 
a protectionist. 

16830. Q. As a matter of fact you favour protection ? 

A* I am a discriminating protectionist. 

16831. Q. Then you favour protection for the main- 
tenance of such industries as are likely to be able to face 
foreign competition ? 

A. Yes. 

16832. Q. Then, in your opinion, the policy adopted 
by the Government of India in regard to customs duties 
has not been such as to encourage the establishment of 
local industries P 


competition. I say you did not protect it in the beginning. 
The cotton industry was commenced at a time when 
there were no industrialists in India, and in the early 
days many of the mills were badly mismanaged. 

16846. Q. Don’t you think that the policy in regard to 
the cotton industry has been up side down? Instead of 
giving protection to the Indian industry when it was in 
the infant^ stage, indirect protection was given to the 
Lancashire industry by means of the countervailing excise 
duties, 

A* To my mind there is no question that it has been 
dictated by Lancashire. A further reason why I think 
you should continue to help the industry is that We 
are producing gradually finer stuffs. As time goes on 
you won’t be content with coarse cloths. If you are to 
encourage the spinning of finer qualities the industry must 
he helped. It must be put in a position to do it. 


A, I cannot find that there has been a policy except 
as regards cotton goods. 

16838. Q. It is clear that the policy of the Govern- 
ment of India has been a revenue tariff P 

A. Yes. 

16834. Q. Then, you don’t think there is any decided 
policy at all? 

A, So far I have not been able to find it out, except 
possibly as regards cotton goods. 

16835. Q. Your position, especially in dealing with 
the new industry which you have started, namely the manu- 
facture of paints, varnishes, etc., is that all the raw mate- 
rials that you require for the purpose of this industry 
should he allowed to he imported free. 

A* Yes. I think it is an unfuir position that the manu- 
factured paint can come under the same tariff as raw mate- 
rials, or if not unfair, it is not an arrangement which can 
help the industrv very much. 

X6836. Q. You think that the present tariff policy which 
is a uniform rate of import duty is not helpful to the 
establishment of industry. 

A. Ifes. It is r.ot helijful. 

10837, Q. Your point is, then, that those articles which 
are required for manufacture in India should be allowed to 
be imported free or on a nominal duty? 

A* Not necessarily nominal rates so long as there is 
a re^onable difference between the rate on the manufactured 
artides and raw materials. 

16838. Q. What change^ would you ad vocal e in the 
present tariff rates for the import of articles which you 
require for the manufacture of paint and varnishes ? 

A, There are three or four* articles which %ve must 
have — such as 7inc oxide, lead oxide . • , . . 

16839. Q. Do you want to reduce the duty on them ? 
What is the rate you require for the import of those 
articles? 

A. I think Ihov would stand a 2| or 5 por cent. duty. 
I think they should stand it. Dut they come in as painter’s 
materials at an 11 per cent, duty, while manufactured 
paint comes in on the same duty. 

. 16840. Q. You want discrimination to the extent of 
50 per cent, ot the dutr on the finished articles ? 

A, In that p.rrticular case, yes. 

16841. Q. What prospects are there for luanafacfuring 
those articles in India for which you now depend on 
imports? 

/ A I ana afraid I cannot say. 

s , Q. Do you think that an 11 per cent, duly on 

to the manufacture of these 

,They are produced as by- 
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16847. Q. With regard to the paints and varnkh indus- 
try, do you think that the prospects of the in'^uatry would 
he hampered if the present policy of levying a uniform rate 
of import duty on these intermediate articles which are 
raw materials for your purposes is continued : that is if 
the present policy of levying the same import duty on the 
raw materials as on the finished products is continued ? 

A. It must he hampered so long as the man on, the 
other side can place his finished product into India at 
the same import duty that we pay on mw materials, 

16848. Q. The protection that you want for the p lint 
and varnish industry is in the form of lower import duties 
on these intermediate articles ? 

A. They are very few, The bulk of our raw materials 
will come from India. 

16849. Q. In addition to this would you want any 
further protection ? 

A. I do not think further protection is necessary with 
the presseut import duty on manufactured paints at 11 per 
cent. There are certain paints wnich you cannot make'^ 
wit hout those particular products which you have to ira])Ort. 
There are tithers which we can make from the Indian 
raw materials. Those paint® which we cannot completely 
make without the imported products form a fairly large 
part of the paints used. We must he able to compete 
in that class of v^'h'^tsfequally well as in the coarser 
X)aintp. At the piesent moment I think probably J of the 
paint produced in India is rough and cheap * and made 
from Indian raw materials. The Railways and steamships 
companies take such paints. * 

16350. Mr. Mant: Q. You have said that you have 
also experienced difficulties in the way of man ufactn ring 
matches cm a large scale in this country. Can you tell us 
what the difficulties were ? 

A. Ye established a match factory in Bareilly with, I 
think, very uptodate machinery and supposed to be the host 
we could get. The causes why it did not pay are ofcscufcd 
by the fact tint war broke out soon afterwards. It is 
rather difficult to say why the factory did not fiourish. In 
our oa-^e we. could get no chemicals until we went to Japan. 
As soon as the Japanese found that we were cothpeting 
with their matches they cut C‘ff our supplies of chemiWs* 
There is no question of it. 

1G851. Q. Who ? The J.apanese Government P 

A. 1 cannot say this. All we know is that a report 
on our factory from the Japanese service was published, 
and that we w^ere unable after that- dale to obtain any 
supplies of match making chemicals. Another difficulty 
was blue paper for the box. That again was very difficult 
to obtain. A third difficulty was that we got no assistance 
fn)m the railways and were badly handicapped. The 
raSway flights were very high, and the railways were not 
at all anxious to* carry matches. ■ 

1685?.' 'Q. 'But they have fo 'ffitWOBd 
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Jl Ja" I^Kce wo found that we could sell out ' 
matches |n Ihe vicMty of our factory. But we could' ndl‘'‘' 
put tham ofe the' market in Bombay or Calcutta. TKeh’Ihe 
war broke out,, and the factory hnd to go eventually.' ' " 
16^854. Q. What I want to get at is whether your diffi'- 
cultie® weifo due to the war or whether you reo'attt 
pewapent kan^ps on the . matches industry. 



We had a lot of difficulty in the beginning. But I 
think the wood was (juite satisfactory afterwards. We had. 
to cut the wood thick instead of thin. 

16867. M.r. Tou got over that difficulty? 

A* In the beginning we could not get the wood 
satisfactorily. But towards the end I think our wood was 
quite satisfactory. Wo had to cut the sticks a little bit 
thick instead of thin, 

16868. Q. Really your main difficulty (I am talking of 
the future) is having to import certahi materials. Tnat 
stands in the way of your establishing the matches industry. 

A, You would also have to pack them in such a way 
that you could rail the packages conveniently to other 
places. I do not know how you would do that. 

16859. Q. Is packing an insnperablo difficulty? You 
mean you cannot get packing materials? 

A* It is very difficult to get tin -lined cases in India. 

16860. Q. Is not the tea industry doing it? 

X They are using soft lead-lined cases, and soft 
lead is not much protection against fire. 

16861. Q. Those are the main difficulties ? 

A, I understand wood is the main difficulty with the 
. factories in Gujerat. 

1 6862. Q. You fay that there is one well equipped con -ern 
which has been manufacturing paint successfully for some 
years, and that five other concerns have been floated since 
tee war and are in varying stages of equiprue it. Prom 
this it rather looks as if 'prim>6, facie we need not protect 
the industry. 

A* No. It is not so, because one concern got an 
artificial push off, that of the war period when very little 
paint was coming into India, and when I know all the 
(Iov3rnment baying departments always went to them 
for paints whenever possible. They are not a public 
company, but I think their figures will show you that they 
have made extraordinarily large profits on a very small 
capital. They are in j^position to cirry on. They have 
probably doubled their machinery. I think they have 
made big additions to their machinery out of profits. 

16863. Q. Five other companies liave also started. 

A> They have started to the extent that they have 
been floated. They may or may not flourish. They have 
not put any paint on the market yet. 

16884. It looks as if the industry is promising. 

A* > I do not know. There were a l(»t of companies floated 
during the war that have since liquidated. 

16866. 0,. Bo you think they were floated owing to the 
war conditions P 

■ A* I think they were floated in view of the profits 
made by the one pioneering concern, and I do not think 
they realised that these profits were war profits. Those 
profits were extraordinarily large. 

16866. Q, I do not quite follow the point of your remarks 
about oil. Bo you ask for a duty on oil? 

A* There is a duty at present on oil. 

16867. Q. 11 per cent, ? - 

A, fes, on linseed oil. 

16S68. Q. Then you are not asking for any farther duty 
on it ? . 

-4. No. We can buy Indian expressed linseed oil 
- cheaper than the better known imported oils. We do not 
• express the oil ourselves. We know people who express 
them. The difficulty lies in the fact that the oils are 
being expressed in India which means that you must* 
sell them cheaper than the other people. The paint which 
we make from purely Indian raw materials and Indian 
linseed oil can undersell European paints. We can uuder- 
t sell the imported products to-day, but even so it is a very 
difficult thing to get a market. Naturally any really well- 
known paint will find, an easy market. It is natural to 
pay a little more and take it rather than tolse the unknown 
aoticle produced in the country. 

16869. 0,. Is the imported article superior or has it 
merely got a name ? 

A. I think it is due to the fact that the Indian manu- 
factured article, even among Indians, is looked upon as 
inferior. I do not say that it is inferior. I say that we can 
manufacture any paint equal in quality to any imported 
paint. 

16870. Q. Perhaps, it is a matter of time. 

'A. Yes. ' That is why wea-equire assistance to get over 
thSt period. We say we* hall he able to manufacture 
paint at prices “which will compete with the imported 
article, ^ All we ask for ia assistance in order to get over 
the initial period. There are raw materials in India to-day 
(they are very considerable) for paint making, but all of 
them have not been proved. You require time to establish 
^ more paint Works, You cannot have more paint- works 
untfl you get a demand*. 


16871. Q. With regard to those raw materials which you 
ask should be imported free when it can be shown that they 
are imported for the purposes of paint making, the Cus- 
toms officers have certain objections to exemptions of that 
sort in that they entail subsequent verification of the use 
to which the^articlos are put after they leave the custom 
house. It will lead to trouble obviously because it will 
involve looking into firms* books. Are these articles 
which you import utilised for other purposes as well ? 

A* None that I Know of, Tlie articles which we 
asked the Government of India to treat specially are 
imparted purely for paint making. I know of no other 
use to which they are put. 

1687*2. Q. When amcles are used for particular purposes 
only it is better to exempt them uuconditionally. 

A. I know white zinc is classified by the Customs as 
painter’s matt‘rials. 

16873. Q. Whiting? 

A, Yes. 

16874. Q. You do not know of any other use to which 
these can be put P 

A, No. 

16875. Mr, Blrla.-Q. You say that you see no point 
in assisting such hand industries as were rendered econo- 
micallv unsound years ago by the introduction of improved 
methods of manufacture. I think you must know that at 
present nearly one-third of the consumption of the cloths 
in this conntrv is provided by the hand looms, and you 
cannot therefore say thjit they were rendered economically 
unsound years ago. In these circumstances wouldn’t 
you give them some assistance so that they can be put ou 
a better footing ? 

A. Are you referring to the present moment ? 

16876. Q. Not necessarily. 

A, Before the war there was a very strong sentiment in 
their favour. 

16877. Q. No. Even before that. As a matter of fact 
the qualities woven in Benares, Madras and other places 
are very famous. 

A You mean the finer cloths P 

16878. Q. I do not mean the finer qualities alone. I 
mean the coarse ones also. 

A, I think there are only one or two countries in Europe 
now which can afiord to weave on the liandloom, 
Bulgaria and Serbia, for instance. 

16879. Q,, I do not think the handlooms are economi- 
cally more sound than the power mills, but still as a 
cottage industry it would bo economically sound. 

A, I should be sony to see the handloom industry go 
out because there are some very nice cloths made, but T 
cannot look upon it as a business proposition. As a spare 
time occupation for the agriculturist it is undoubtedly rery 
useful. He can afford to weave for his requirements. I 
am quite sure the mill industry do not look upon it with 
hostility. The fact that be can at present sell his cloths 
proves nothing, because we can sell certain locally spun 
yarn at higher prices than we can sell imported Lancashire 
yarn. It is all a matter of sentiment. 

16880. Q. They have been selling it for so many years. 
A professional weaver who weaves cloths sells at a profit. 
That shows the industry is not economically unsound. 

A> Does he sell at a profit in any district in which there 
is a power mill ? 

16881. Q. — Yes. He can sell it at a profit, of course, not 
on a big margin of profit, but at a small profit which 
would’nt be tempting for big capitalists. 

A, I express no hostility towards hand weaving. On 
the contrary I should be very sorry to see it^ become ex- 
tinct. But the only point 1 cannot see is that it can remain. 

16882. Q. It can remain, as it has remained up to now. 

A, As soon as we get more machinery many new mills 
will come in. 

16883, Q. But you will always require some sorb of 
cottage industry for your spare time ? 

A, Yes. 

16884. Q, In answer to Question No. 18 regarding foreign 
capitalists, you say “ They would of necessity have to em- 
ploy and train Indian assistants, the better ^ among whom 
would even' ually be given positions of authority, or would 
assist in the development of new competitive concerns. ” 
Do you think from past experience, that the factories 
controlled by the foreign capitalists have provided em- 
ployment to the Indians in this country ? Is that our 
past experience ? 

A, I do not look upon what has happened in' the 
past as a criterion. I would point out that at the present 
moment you have very efficient Indian and Pars! masters 
in the cotton industry. 


X 



16385, Q, Because the cotton industry is almost in the 
hands of Indians, Take jute. You find rery few spinning 
and carding masters or managers in the jute mills. That 
show3 that Indians get better chances in Bombay. 

A. Can you tell me the type of Indian who works in * 
the jute mills. Is he a Bengali ? 

16886. Q. Tos. 

A, I should say then that the reason is that the Bengali 
is not an industrialist. 

16887, In the beginning even people of this province 
were not industrialists, “We can get to-day many people in 
South India as spinning masters or managers of cotton 
mills. You have also got many good Bengalis likewise ? ^ 

A. Speaking from experience we have Parsi and Indian 
weaving masters and engineers who are drawing as big 
salaiies as the Europeans in Bombay, but I know of no 
Bengali spinning or weaving master. 

16888, Q. You cannot say that there is not a single 
Bengali who could be employed in the jute mills in the 
higher post'^. They are also a very intelligent race, the 
community should contain many good men, 

A. I admit it, but they are not an industrial race, and 
further you do not find that joining of capital interests 
in Calcutta between European and Indian firms that you 
find in Bombay, 

16889. Q, Because the atmosphere is quite different in 
Calcutta. That might be the reason, 

A* In Bombay the European firms have ranch more 
intimate and joint interests with Indian firms and indi- 
viduals than they l>ave in Calcutta. 

16880, Q. I ’wanted to make sure whether under pro- 
tection if capitalists come to this country ^ and establish 
themselves they would take Indians on the higher posts. 

A. If they don’t the better class of Indian employees 
will go somewhere else. ^ Capital can always be found for 
starting proved industries. They will start companies and 
will compete with the foreigners. 

16891. Q, You cannot say with certainty that the 
Indians will get some training in some of these new indus- 
tries in which they were not accustomed to work before. 

A. A foreign company coming to India will in all 
probability want some Indian capital, and Indian capitalists 
are not going to put their money into these firms unless 
these European firms are more sympathetically inclined 
towards the Indian employees. Economically, if you can 
employ Indians you must do it. 

16892. Q. The question is whether you have done it. 
But I will not pursue the point.. 

16893. Mr* Modes, — Q. I gather from your statement 
that you want more protection for paints than you have at 
present. Can you give mo an idea as to how much there 
is at present, judging by your own business ? 

A, We have an 11 per cent, import duty freights. 
16894, Q. You will have to pay 11 per cent, pn a very 
small proportion of your raw materials r 
A* You cannot look upon that as a proportion of our 
raw mateiialsi because they are materials used for parti- 
cular paints* 

16895. Q, You really have an effective protection of 
11 per cent, plus freights. Is that not enough ? 

A, It is not enougii against a big organisation a small 
part of whose production only comes to India. They can 
afford to sell in India at a loss. After all they are not 
jselHng a large proportion of their production in India. 

16^96* Bo fou think you wouli be able to make 
put a jgpaS oasp when one paint works gives evidence that 
Si stF<^ without any protection P 

’A tWJsklfpiie paint works ftourished others should 
alfio ffotirieh’. T shptwd think so myself. But that one 
padnt works-dirAnot aeed protection because they have had 
the artificial assisiknoe or "the war period. That cannot 
apply to the others. 

1^897* Q, You think you can make out a good caseTn 
spite of that fact. Because one works can he successfully 
^aMished you would not say that others also can 
soccessfull)’ established without protection. 

J, U it can be sueceesfully established under normal 
eondithms, ye«. But the ooEditions were very abnormal. 

16898, Q. I think we had some paint works in Calcutta 

before the 

Ao When they es^blished ? 

16899, Q. I do not know exactly. But my figures go 
back to 19l9« 

A, Were they making profits in 1912? 

16900. Q, They were making profits. They have not 
published their figures, and it has been very dimcult to get 
%ures, 

A, They were making profits. It is certain. But the 
whole of their production was confined to the very cheap 


varieties for the railways, the whole of the raw materials 
for which are found in India. 

16901. Q, They could compete in the richer varieties I 
think ? 

‘ A. They must compete. You do not want India 
merely to turn out the low grades and the coarser stuff. 

16902. Q. Looking to these figures I do not think the 
paint industry requires protection. 

A, We do not ask for additional protection. ^ 

16903. Q, It is anly on the high grade paints that you 
want protection ? 

A, It is on all paints. I do not think we are asking 
protection for the raw materials, on the contrary* ^ 

16904. Q. What proportion does the cost, of the imported 
raw material bear to the value of the finished product ? 

A, 70 to 80 per cent, on the particular paints for which 
we import white zinc or lead. 

16905. Q. Then you’say you have to pay higher prices for 
tms, drums, etc. Is not that industry likely to be started 
in India? ^ 

A, Yes, if you have 20 or 30 paint manufacturers in 
India. You cannot manufacture tins and drums efficient- 
ly unless you have people to buy them. 

16906. Q. To which would you give preference, paint or 
tins and drums. 

A, L ndoabtedly the paint. We can buy English tins and 
drums second band if necessary. 

16907. Q, Would not the drum maker tell us* that he 
wants the drum protected first ? 

A, I don’t think so. 

16908. Seshagiri Ayyar. — Q. Which would you 
prefer, a higher duty upon imported paints or the lowering 
of the duty upon bye-products. 

A, On general grounds ? 

16909. Q. Yes, on general grounds. 

A. A higher duty on imported paints. 

16910. Q. That would certainly add to the revenue of the 
country? 

A. Yes, it keeps the money in the country and further 
it protects our paints all over. 

16911, Q. You would not like to have the additional duty 
upon the imported paint us well as the lowering of duty 
upon bye-prodnets, 

A, Undoubtely. I would like it but one has to be reason- 
able and you don’t wish to reach that point when ^ you are 
asking for an industry to be nursed more than it is really 
worth. The imports of paint into Bombay are about 
£800,000 to £900,000 worth. 

16912. Q. In answer to Mr. Jamnadas Dwarkadasybu 
said that the present duty of 11% with 3|% excise duty was 
sufficient for the textile industry. Supposing the excise 
duty is removed, you would not consider the 11% duty too 
high ? 

A, Before the wav the profits on pieoegoods were very 
very small and to talk about 10 or 11% duty was something 
outrageous but now I don’t think - that it would kill the 
Lancashire trade. 

16913. Q. In answer to Question ITo. 48 you say “The 
freight on oil seeds to Europe is very little, and, owing - 
to there being a ready market for the oil cake there, very 
keen competition is felt from linseed oil expressed and ^ 
boiled in Europe and shipped to India.” Boyou advocate 
an export duty upon raw materials? - ^ 

A, Ho, generally speaking, 

16914. Q. Y'ou are against it P 
A, Yes. 

16915. Q. In the paragraph to which I have referred, do 
you contemplate the imposition of 'an export duty upon 
these raw materials which are taken out of India? 

Ho*in this paxticukr " casO'-'L khw ' the foreign 
countries do not depend upon Indian 
it w^ld merely ^op your export: 

^.greatSt linseed-prodqcing country. ^ ~ 

16916. Jfn ''iYariApwr HOw does your 

paint compare in price with thei imported paint P ' ^ 

A, to rneefe the 'natural pn^diOe a^nst the 'Indbeit' 
product we have to sell it ch^j^r ? 

16917. Q. But is it much cheaper? . v 

A, We must sell it cheaper. I will take a case' of 
really well known white zinc piliint. There is only one. 
We have given an analysis, we have given samplCe ■ 

are expected to aell ID or 15% cheaper. ^ - 

16918. Q. Do you sell all your output? ' ^ .. 

' A^ We might^sell more than our^ Wj^tput bq|* 
to sell at low prices. We are workisg^ait 
16819., ft. AM %t is why y(t« 

A. W« wsjrt only sMuited 
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Written Statement. 


1 6920. Q. 1. I generally favour a policy of protection 
under the present circumstances of India. 

1692L Q. 2. Yes, I consider that a tai*i:ff provides a 
more Suitable form of taxation for India than direct taxa- 
tion and if fresh taxation is necessary I should piefer an 
increase in customs to an increase in direct taxation. 

16922. Q. 3. I suggest that all raw materials, manures 
and dairy appliances should be admitted free ; small 
agricultural implements and hand tools which are lihely 
to be manufactured locally if some help or impetus is given, 
should be taxed to the extent of 10 per cent, while heavy 
machinery, railway plant and rolling stock, that is, 
articles which are essential for trade but cannot, at 
present, be produced in sufficient quantities be charged 
2| per cent, ad valorem as at present ; motors, iewellery, 
toys and all articles of luxury and those which arc likely 
to be bought only by the rich be taxed 20 per cent, ad 
valorem ; sugar should not be charged or if it is charged 
at all the charge should not -be more than 5 per cent, 
the percentage charged being on the quantity and not 
ad valorem* Explanation for the suggestion of remov- 
ing tariff from sugar is given in the Appendix. 

16923. Q. 6. Each case must be considered on its own 
merits : I should not impose an excise duty on any article 
manufactured in India as a cottage or -liand industry but 
should have no objection in taxing a factory-industry 
if the taxation is not likely to give the industry such a 
set-back that it would not stand competition with foreign 
articles. 

. 16924 Q. 7. I do not want to remove protection to the 

home manufacturer by imposing an excise duty bub I would 
impose the duty if necessary only for revenue purposes 
if the duty is not likely to deter the manufacturer from 
continuing his business. 

16925. Q. 8. I do not think that excise duties can be 
imposed in many cases without raising price to the 
consume!'. 

16926. Q. 9. Yes, I do consider that the tariff should 
be framed primarily with the object of fostering Indian 
industries. 

India is rich in raw materials and yet at present 
imports large quantities of articles which could 1)8 
manufactured from these raw materials. The consumer 
therefore has to pay the freight charges to and from the 
manufacturing country or something equivalent to it. 
If the articles are prepared here they will ultimately, 
though not necessarily to begin with, be cheaper. 
Secondly India will not^ have to depend on other couu- 
'iries for her wants and will not suffer as she did during 
the last war. Thirdly the present atmosphere of 
disappointment and discontent will, to a great extent, 
be improved and neople both educated and uneducated 
Will get means of livelihood ou account of the opening 
of new avenues. Lastly "the great flow of money going 
out of India will be checked. 

*16927. Q. 10. I have great hopes that with proper pro- 
'iectiou India will, before long, be independent of other 
countries in regard to most ’of her necessary requirements. 
Heavy machinery, iron and steel railway materials will 
he the articles for which, perliaps, India will have to 
depend on other ccunti^es much longer than for other 
articles. 

16928. Q. 11. For developing Indian industries I favour 
the imposition of protective duties on all imported manu- 
factures for whicii raw materials C'cist in India except 
where the raw material is already being used for manu- 
fatcturing some articlp or another. For instance, I 
should tax soaps, candles, glycerine, /fee., because raw 
materials for these exist and are not fully utilised, on 
the other hand I would not tai sugar because although 
there is the raw material for it in India it is all used for 
manufacturing gvtr and the area under sugar-cane is 
already so great that no more of the area under grain 
crop be allowed to go under sugar-cane. For full expla- 
natiou please see the Appendix. 


16929. Q. 13. I consider it desirable to establish new 
industries by protection. In selecting the industries for 
protection we should see that (1) the raw materials for the 
industry are available in sufficient quantities ; (2) the 

articles produced are in great demand ; (3) the articles which 
are ordinarily considered as necessaries are given pre- 
ference over articles of luxury and ,(4) industries requir- 
ing smaller capital are preferred to industries lequiring 
larger capital. 

16930. Q. 14 I would not confine protection to indus- 
tries which arc likely after a period to be able to face 
fpreign competition without such akl but would follow 
the principles given above (answer to question 13). 

16931. Q. 15. I should not grant any special protection 
asrainsl any foreign goods simply because they are subsidised 
or arc bounty-fed but I should give protection against 
any .foreign manufactures which hinder India’s progress 
in those manufactures and for which raw materifls are 
available in India. 

16932. Q. 16. I wish that hand industries should be 
maintained, encouraged and protected not only against the 
foreign manufactures but protected even against Indian 
manufactures of the big factory products. To dibcourage 
hand industries is to debtroy the high human character 
of men and women. An individual with a hand indus-- 
try is an independent being but a labourer is at best a 
machine if lie is fortunate enough in avoiding all the 
vices and miseries of a factory life. 

16983. Q. 17. I think it will take some time before the 
protected manufacturers combine to maintain a quasi- 
monopoly price. But we should be ready with the precau- 
tions. The best safeguards against such eventualities Is 
always to give special protection, whenver possible, to 
hand industries against factory industries. 

16984 Q. 18. It is not only likely but we might take it 
as certain that as soon as protective policy is adopted 
foreign industrial firms will endeavour to establish 
themselves in India to get the benefit. I think if full 
precautions are mob taken against such firms India would 
be worse than without protection. The proteciion is 
wanted to give full scope for Indians to work their own 
industries. If foieign firms are established all the posts 
with high pays will go to outsiders, Indians will nob be 
adffiitt^ into the internal v^orking and all the profits 
will go out. Once these firms get a start they will 
soon form a net- work of foreign firms with Indians as 
only labourers. Any firm, therefore, with more than 
10 per cent, foreign capital must be made to pay on its 
manufactures all the taxes the goods would have been 
charged had they been prepared in foreign countries 
and imported into India. If this is not possible I should 
better give up all idea of \ rotection. 

^ 16936. Q. 19. I do not think that there would be any 
conflicts of interests between the producers of raw material 
and manufacturers who use raw materials, for many years 
to come, and hence this question need not be considered 
at present. 

16936. Q. 20. I think ordinarily the whole of the import 
duty is passed oiij^o the consumer in a rise of price. 

16937. Q. 21, The rise in price on account of the pro- 
tective duty will in many oases be temporary. As soon as 
the indigenous article begins to come in the market the price 
will slowly go down. 

16938. Q. 22. Yes, I would willingly accept an increase 
in price to the Indian consumer fer the sake of developing 
Indian industries. 

16939. Q. 23. In considering the above question I would 
see that a necessary of life is not taxed without a definite 
ultinAtte gain whether directly or indirectly to the con- 
sumer. I should tax foreign cloth although cloth is a 
necessary of life because cotton (it may be inferior) is 
produced in India and protection against foreign okflh 
will give an avenue of earning livelihood to several 
consumers, cotton will begin to improve and Indie will 
ultimately develop an industry which will irm 
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from 'being a dependent on otber countries. Kerosine 
has also *become a necessary o£ life now-a-days and 
any import tax on this means a high price to the con- 
sumer without any gain (here I am keeping out ^ the 
revenue point) because Kerosine is not a product likely 
to be available in India. 

16940. Q. 24. An increase in the tariff rates would not 
increase the cost of living in India to such an extent as not 
to he covered with a slight rise of wages in the case of the 
industrial wage earners and the middle classes who use 
foreign goods, there will he very little effect produced on 
the agricultual wage earners as they seldom use foreign 
articles in their daily life. 

16941. Q. 25. There will he a good deal of disturbance 
on the foreign trade of India hut ultimately India's com- 
mercial position would be consolidated and India's com- 
mercial prospects much improved. 

16942. Q. 20, There will he no advantage to India in 
using tariff for bargaining with other countries. ^ Most of 
the countries would go in for bargaining with India not for 
mutual help but with a definite selfish aim^ which may 
not in the beginning he discovered, Indians are too 
good to deal in such matters and therefore bargaining 
should he taken as quite out of question. 

16943. Q. 29. If a policy of protection is adopted I 
' would recommend an organisation which may he permanent 
or changed from time to time, for investigating the claims 
of various industries to protection from time to time and 
for the periodical readjustment of tariff rates. For 
this purpose there should be a committee in which the 
Indians will be at least four-fifths in number, with an 
Indftn president. All interests such as agriculture, 
labour, hand industries and factories should be represented 
in the committee. 

16944. Q. HO. In my opinion the^ proper function of 
export duties is to prevent the outgoing of n^ensaries of 
life as also the raw materials which can yield useful 
manufactures or other articles and therefore the export 
duties can he imposed for purposes other than the mere 
raising of revenue. 

16945. Q, 32. I would consider it advisable to impose 
export duties on raw materials to encourage their retention. 
I would recommend such action in the case, for instance, 
of oil-seeds, tannin materials, hides and skins and bones. 
Tannin materials, hides nnd skins and hones are not 
produced but are collected and for some time the collec- 
tors will get smaller price hut the cheapness of these 
will encourage industries which would slowly raise the 
price of _ articles though not to the original level. But 
total ultimate effect will he cheap living wliich will more 
than compensate the loss in prices for the raw material. 

In the ease of oil-seeds very lit fclo effect will he felt by 
the producer as oil-seeds will always be in demand. 
Although the material will be cheaper there will be no 
loss to the producer as what he would lose in coin would 
be more than compensated in kind. He will have his 
oil industry and he will get oil-cake which will he a 
good food not only for himself and his cattle hut also for 
his soil. The amount produced will not go down at all. 

16946. Q. 33* T think it will be a boon to India if expoH 
duiy is imposed on food stuffs with aiview to controlling 
their export and thereby lowering Indian prices and the 
c(^t of living. At present there is a deficiency of food 
syiaterials, as shown below, 

0tfim an article by D. S, Bnbey, M.A*, in the Indian 
. _ . Jour, of Bco., Vol. IH, Pt* I.) . * 
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The figures in column 3 are given after adding net 
imports of grain from Indian States and deducting net 


exports to foreign countries. If we suppose that the 
well-to-do people and children get enough to eat, the 
deficit for the remaining is much greater than is shown 
in column 4. The deficit is mostly felt by the agricul- 
turist. If the export of food-grains is stopped he Will 
get more to eat and will surely turn out more work and 
improve his land. It is a well- kr own fact that the In- 
dian agriculturists are by circumstances compelled to sell 
their ont-turn soon after harvest and therefore sell it 
cheap an d in many cases they buy their food-stuffs hack 
from the merchant at a high price and therefore lowering 
of the price of food-grains will simply give less profits to 
exporting agents and other merchants hut the cultivators 
will not suffer. As long as we do not give any special 
facilities for many crops like the sugar-cane the area 
undev food-grains will not go down. We are in the 
habit of speaking of wealth in terms of coin although 
the real weath lies in having ample quantities of 
necessaries especially the food grains. If more grains 
are produced they will be cheap and the agriculturist 
with his granaries full will be much more satisfied than 
at present. The lowering of the prices of food-grain 
will soon lessen the prices of other necessaries and will 
help in passifying, to some extent, the present troubled 
atmosphere. 

16947. Q. 34. Yes, I would impose an export duty on 
a raw material in retaliation for an import duty imposed 
by a foreign country on the manufactured article. Certain 
European countries have import duties on oil hut no 
import duties on oil-seeds ; I wunld in this case put such 
a heavy duty on the export of oil-seeds that most of the 
oil-seed export will be checked. It is a favourable sign 
that during the last ten years the exports of oil-seeds 
have gone down from 29 million cwt. to 16 million ewt. 
while the export of oil has increased from 4 million 
gallons to 7 million gallons. 

16948. Q. 3o. I am not in favour of any Imperial pre- 
ference. As long as India is an exporter of raw materials 
and importer of manufactured articles this question need 
not be considered and all countries should be treated 
alike from the point of view of encouraging Indian 
manufactures. 


APPENDIX. 

16949. Q. ProteoHon mid Sugar Industry hi India* 

1. I have said in my answers to some questions that 
there should be no import duty on sugar and as this 
seems to be quite strange when I am advocating protec- 
tion and when several people are keen on putting an 
import duty on sugar, I am offering a little detailed 
explanation in support of my views. 

2. I am always in favour of hand or cottage industries 
and I would give them protection wherever possible. 
Preparation of from sugar-cane is a cottage industry, 
very suitable for cultivators and nothing Should therefore 
be done to discourage this industry by the establishment 
of sugar factories with special facilities. 

3. The object of putting import duties is to discourage 
import of those! manufactures which the raw material 
exists in the country and is either wasted or exported. 
But in the , case under consideration although the taw 
material is produced in the country it is more than fully . 
utilised. At present India produces about 2'5 million 
tons of gur, _ If this is turned into sugar it would ha 
about ^ 1*8 , million tons by the methods followed in sugar 
factories in .JLndia and I do not expect much improve- 
ment in the me^ods in the near future. , . This means 
a net loss of 0*7 million ton of eatable sugar material. 
The gut is a perfectly healthy and good article for 
consumption and there is no special advanl^^ 
county in turning gur into sugar. The loss in the net 
quantity of eatable sugar material and the charges of 
manufacturing sugar would ultimately raise the price 
very much to the consumer without any chance of his 
getting direct or indirect benefit at any time. 

4. ^ Ob^p sugars coming into India are produced under 
special faeihties for the sugar mamifacturers. Take 
for instance, Java where it is the capitalist manufac- 
tnrer who is able to manage things to suit his purpose. 
He 18 able to sell sugar cheap because he bas the labour 
under his control but tbw state of things cannot go On 
long and once the general public understa^ 
interest they would see^ that their life is not 
producing^ sugar. Now if any country hi 

sp^iajise m sugar production at the cost of things 

and give It cheapdo India we notbea&aM^ beino* 
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put into trouble at any time. The raw material for 
sugar is such that no country can take it away from us 
for being^ turned into sugar and we can produce this 
raw material whenever we want it and therefore we can 
never be made ^ to feel our dependence on other countries 
except temporarily. 

- 5. Let us ^ now consider what effects would he produced 
on the sugar-industry in India when it is working under 
protection and without protection. 

(a) If Ihe protective duty is imposed on foreign sugar 
the first effect will be the rise in price of gur and the 
manufacturer who is asking for protection against 
foreign^ sugar will soon begin to ask for special facilities 
as acqaisition of land or compulsion on the cane growers 
to sell the cane to the factories. Even with all these 
facilities 1 do not think the factories would improve. 
The Sugar Committee say “We fear that any increase 
in the duty might result in bolstering up an ineffioieut 
industry to the detriment of the consumer ; and that 
secure behind a high protective wall factories in India 
might make no effort to reach the standard of those in 
other countries.’* What is true with high protective duty 
is also true with small. 


If the factories do not get special facilities the sugar- 
cane growers will gel larger profits on gur on account of 
the protection putting other crops at a disadvantage. 
The sugar-cane miglit encroach on the food-grain area 
and thus make the necessary grains less available. The 
sugar-cane area in India is half the sugar-cane area in 
the world and therefore we should see that the cane does 
not drive out grain from any more area. 

(5) If on the other hand no protection is given gur 
which is a necessity will be cheap enough* The culti- 
vator in competing with foreign sugar will go in for 
improved varieties and less costly cultivation. He will 
get enough profits but 'not more than what he deserves, 
when the capitalists do not get special facilities they 
will not try to ruin the cottage industry of gur making. 
Cane will be driven out fr im land which is unfit for cane 
and grain crops would increase proportionately. Even 
with all these sugar factories will he established on the 
right lines in proper places without any detriment to 
the consumer. 

I do not see, therefore, any necessity of giving pro- 
tection to sugar industry in India. 


Oral Evidence, dated Bombay, the 20th February 1922. 


16960. PresidenL — Q. You represent the Bombay Agri- 
cultural Graduates’ Association. 

A. Yes. 

16951. Q. You favour a policy of protection. 

A, Yes. 

16952. Q. Your suggestion is that all raw materials, 
manures and dairy appliances should be admitted free. 

A, Yes, 

16953, Q. And that agricultural implements and hand 
tools which are likely to be manufactured locally if some 
help or impetus is given, should be taxed to the extent of 
10 per cent. 

. A, Yes. 

16954. Q. In your answer to Question Ho. 6 you refer 
to the countervailing excise duty and say that you see no 
objection tD taxing a factory industry. 

A. No, I have said that I have no objection to taxing 
industries here for raising revenue, if the taxation is not , 
likely to give the industries such a set-back that they 
would not stand competition with foreign articles. 

16956, Q. That is to say you would not impose a counter- 
vailing excise duty. How could you have a countervailing 
excise duty when you favour a policy of protection ? 

I am in favour of protecting the industries but if 

they begin to get great profits and if they.,.,. 

■ 16956. Q. You can tax them by income tax and super 
tax. 

A^ Yes, hut there is another object also in taxing 
these industries and that is to protect the hand industries. 
Just as I want protection for the industries here in India 
against the industries outside, so also I wish to protect 
hand industries to a certain extent against manufacturing 
industries, 

16967. Q I see. Then you would advocate a counter- 
vailing excise duty in spite of the fact that you favour a 
policy of protection. 

X Yes. 

16968. Q. In answer to Question N’o. 18, you say "I 
think if full precautions are not taken against such 
foreign firms India would he worse than without x^ro- 
tection/' Will you please explain what you mean ? 

“ A, I am proposing to have protection in order to 
encourage industries here in India and also to give open- 
ings for the various people. If we allow foreign 
capitalists to come in and establish factories here I do not 
think that we will be able to achieve the desired object. 

" 16959. Q. You say that India under those conditions 
would be worse off than without protection. Will you 
please explain bow you would justify that statement? 

A, Because at present we at least know that manu- 
' factured things are coming from outside and that raw 
materials ' are going out. Once these new factories are 
established in India, people would say that you have got 
all the industries that you want in India and there will be 
no way out of the difficulty for having lines opened to 
Indians. 

16960. Q. What lines do you mean ? 

A. Opening for wo^'k and employment. 

1696L Q. Would not factories established in India 
e^nploy Indian labour? 


A* I am talking of people that want openings, I mean 
educated people. 

16962. Q. Y ou think that they will not get that under 
those conditions. 

A. I think that it is hut natural. 

16963. Q, Then you go on to say “ Any firm therefore 
with more than 10 per cent, foreign capital must be made to 
pay on its manufactures all the taxes the ^oods would have 
been charged had they been prep^ared in foreign countries 
and imported into India. If this is not possible, I should 
better give up all idea of protection.” Do you mean to say 
that manufactured goods produced iu ^ India by foreign 
agencies should be subjected to the same amount of Import 
duty as is levied upon foreign manufactures. 

A. Yes. 

16964. Q. Then that would really have the result of 
their not coming in at all. 

X Quite possibly. 

16966. Q. You don’t want them. 

A. No. 

16966. Q. That is you want to provide against thoir 
coming in. 

X Yes. 

16967. Q. You advocate the imposition of an export 
duty to retain raw materials and food-grains in India. 

X Yes. 

16968. Q. You say that the producers will not be 
affected because the cost of living will he lowered and they 
would be compensated in that way. Is that your position ? 

X Yes. 

16969. Q, You are representing the Agricultural Gra- 
duates’ Association. 

X Yes. 

16970. Q. And do you think that that view would be 
acceptable to the agriculturists in India ? 

^ A, I think that most of them who understand the 
situation will accept the position. 

16971. Q. How many of them do you think understand 
the position ? 

A- At least those agriculturists who are educated 
think that by cheapening the raw materials they will not 
in anv way be put to any great loss. 

16972. Q. Would they continue to produce by agriculture 
all the raw materials even when they get very low prices 
in consequence of the export duty ? 

A. Yes, they will go on producing. 

16973. Q. Your view is that when the export of food- 
grains is stopped, the ryot will get more to eat and will 
turn out more work and improve his land. 

A. Yes. 

16974 Q. You think that by export duties and letention 
of food-stuffs in India, the people will be better fed and 
will be so physically improved that they will give better 
results in labour. 

A. Yes. 

16975. Q. The people will be better off on the whole. 

X Yes. 

16976. Q. It won’t have any effect of reducing produc- 
tion. 

A* No, not at allt 
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169?7. Q* That is your opiniou* 

A, Yes* 

1697S. Mr, JSfaroUmi Morarjee,' 


d. In answer to 


Question No. 17 you say that the best safeguards against 
such eventualities is always to give special protection, 
wherever possible, to hand industries against factory 
industries. Hew would you give that ? 

A. By taxing the manufactures on a factory scale. 

16979. Q. To what extent would you tax them? 

A. I thin^ that will have to be judged accoidiug to 
the particular commodity. Birst of all the home manu- 
facture is to be protected against foreign manufacture and 
if there are any hand industries likely to die, they should 
get protection by having a tax on that particular manu- 
facture here. That will he less than the taxation on the 
foreign goods. 

16980. Q. In reply to Question No. 23 you say that 
Kerosine is not a product likely to be available in India. 
Po you know that you can get ETerosine in Burma and in 
Bawalpindi f 

A, Yes. Wa are getting these things no doubt. I 
just wanted io put that as an instance to show .that there 
are soma of these maierials which stand on a different foot- 
ing from others. If you include Burma in India for all 
such purposes, then I think we have a raw meterifjl but 
yet we find that there is a great scope for raw material in 
this respect to c omc in. , 

16981. Q. Then as regards your reply to Question 
No. 32, do you mean to say that the Governnient have not 
taken any precautions to prevent our manures and bones 
from going out of India? 

A, No i don't say whether Government have taken 
precautions or not. 

16982. Q. You think that it ought to be done. 

At* Yes 

1^83. Q. 'With regard to Mr. Duhey’s figures have 
you verified these figures ? 

A. YeB, I have. He has given a detailed account of 
the whole thing in the journal and I hare just taken the 
last two figures. 

16984 Mr, Q. You are not generally in 

favour of protection for the sugar industry. 

A, No, I am not, 

16985. Q. We were told by an expert in the United 
Provinces that if a 33| per cent duty were put on foreign 
sugar, India would be able io compete with any foreign 
eounhy. Po you think that this figure is adequate ? Is a 
duty of 33 per cent, adequate to oounter-halance all the 
special advantages which countries like Java enjoy? 

A, I think that even 33 per cent. ^ duty may not be 
able to give sufficient protection to the industry. It would 
require something more, 

16986. Q. Because the difficulties are not only manu- 
facturing difficulties, but agricultural difficulties, difficulties 
of land tenure and others. 

A, Yes, and there is one more difficulty, that is, that 
the^nr is in full demand. The whole amount of ffur pro- 
duced is wanted by the people and we will liave to increase 
the land under sugarcane and we will nearly have to double 
it, if we, want to get sufficient ^ur and then produce sugar. 
If you don't mind I might give you some figures to show 
that with the rise in price of sugar the price of ^tcr always 
rises and in Bombay is dearer than sugar. The last 
for January is Bs. 17 a maund for ^ur and Ks. 14 
Ifor $ugar and if you go back even to pre-war 
that the ^nr always gets the same price 
wb ^ away fccm Bombay it is the freight 
Wpay. .That is because gur is in 
a preteetiye duty on 
Hisi uihaiia ^e price of ^ wr and the 

sugar manufacturer will m m the same- difficulty as at 
laaseul > - 

Q. It has been sta^ before thk cemtniesion 
keali^ by the pomr people and sugar by the rich 
HtWfesOj bswcan you expkm the fad; that 
^ prie© ®f k equal to that of su^ar f 

Idon%yiink thiidtiiat Is rl^ht. Uur is eaten by 
the and poor alkse. Only k the consumption of tee, 
rloh people mke supr and also in the preparation of sweet- 
meat^ 

1018$. Of Thereis anothet thing wMch Mr. Shakespeare 
told us. He says that on scoiiUint 4 ^ our peculiarity of 
climate which makes the frrowixsg period of the sugar-cane 
very short we shall always have to proteet the eugar in- 
dustry if we once pyot'eei it. 

A, I dont think that is oorreot. 

1698^. Q. Je says thatthegrowingperiod is very i^rfc, 
we have a dry cold winter, then a very hot spdi, then very 
h«svy rains and then cold »gaii!* The peiiod takm by 



the sugar-cane producer is very small and we have to make 
the cane into sugar in a short time. 

A, That is right ^ 7 ith regard to Upper India but in 
Southern India we have a cane which takes 12 months. 

16990.' ilfr. SesJiagiri Ayyar — Q. You can say 9 , 
months. 

-d. In the Deccan it is 12 months. I am talking of 
Poona centre. Ponda is considered to he a very good 
cane, giving an excellent outturn. 

16991. Mr, Coyajee- Q. As regards sugar manufac- 
ture in Upper India, this is an additional difficulty. 

A, Yes. 

16992. Q. Now might I draw your attention to your 
answer to Question No. 33. At present there is deficiency 
of foodstuffs as si ewn below. If there is a deficiency is 
the way to remedy that deficiency to lower the prices for 
the agricuUurists ? 

A. Yes, it is. 

16993, Q. How, Sir? 

A, First of all, we will have a larger stock by pre- 
venting the food -grains from going out of the country 
and the cultivator who sells away all bis grains soon after 
harvest will be able to buy these very grains back cheaper 
than at present. At present what liappens is that he sells 
his grain cheap 

16904. Q, The whole lot? 

A, Yes, almost the whole lot. I can say this especi- 
ally with I’egar i to the Deccan, where the cultivator sells 
away the whole of his output and later buys in his own 
requirements. That is very costly for him. Now if we 
have an export duty on the grain, we will see that the 
agent or sGwear who buys these things and sends them 
away, if he buys at all, will have to buy for storing from 
whom the ryot can get cheaper than at present. If the 
sowcar df)es not buy, these grains will always remain with 
the cultivator, 

16996. Q. Then I put to you another view, which is 
this. What India requires is scientific agriculture, 

A, Yes. 

169&6. Q. It means that the a^dculturist should have 
more money in his hand, more capital in his hands. 

A, Yes. 

16997. Q. Whereas by putting on an export duty, you 
reduce the amount of money in his hands P 

A, Yes, whether he gets money or whether he gets 
something in kind it makes very little’ difference to him. 
If he has got enough food to eat, then I think that will 
compensate him more than what he could get in money. 
If he gets enough money he squanders it. If he haa got 
the foodstuffs with him, he fetds himself and his family 
and keeps good cattle and gets good manure for his land 
and the land gives nim a better return. On the other hand 
if he sells his crops, he keeps nothing and loses everything 
and the land in its turn loses its fertility. ^ 

16998, Q. N Jw might I put it to you this way ? For 
scientific agriculture, the agriculturist will have to get 
machinery and to pay wages to a lot of Dbourers. For all 
that he will require money and his money resource is 
reduced b}^ export duties which cheapen the prices of his ^ 
produce. 


A. Yes, but by machinery we always understand 
something very grand and big. I am not for any such 
machinery at all. By machinery we mean machinery, 
which will save labmr but that does not mean he will be a 
big man commanding hundreds of labourers I would 
go in for such machinery that would be worked by one or 
two or by the co-operation of a few. That is the sort of 
m^hinery which we want for our agriculturists and not 
thin^ like steam plough, or moti r tractors which would 
require a big piece of land. I would certainly go in for 
smaller machinery which would he used by- ah individual or 
by the co-operation cf a few. . 

16999. Q. Do yon mean that the Sle^'for Y^aCls 
not the large scale of farming but quite a moderate one ? 

-4 %at is my view." I d6 not k^w whether afi 

Indians have the jsameld^ . " 

17000, Q. 'You are foT*lt moderate farm. 

A, X am toy the small holding. 

Mr, Beshmiri Ayyar,^Q, I believe yon are 
not a practical agriculturist. Have you any agricultural 
farms f 
A. No. 


» you one or two questions. You advocate the impost 
or export duties upon grain. ^ 

A, Yes. 

17008. Q. The resuit mil he 
he finds that he his g^rain as 


Jifce, will take te 




A. What other crops P It would he either food- 
grains, oil-seeds, sugar-cane or cotton. 

17004. Q. What we want is food-grains in this country. 
When the price of rice was not so heavy as it is to-day, I 
used to leave my lands for plantain growing and sugai-cane 
growing.^ The moment 1 found that the piice of rice 
was a little high I gave up plantain growing and sugai*- 
cane growing and put my land to cultivation of rico. The 
result of imposing export duties would be to cheapen rice, 
and if the price of rice goes down, 1 would go back to 
growing plantains and sugar-cane with the result that 
there will be a shortage of food-grains. 

A. 1 am advocating export duty not only on rice, but 
on other things also. 

^ 170Q5. Q. I want you to consider vhethor the imposi- 
tion of an export duty on food-grains would rot be an 
inducement for the agriculturist to take to some other 
crops which will pay him better P 

A. Certainly he should go in for tliat. 

17006. Q. Then, there would be a shortage of food- 
grains in the country P - 

A* No. There is the counter-bal «ncing proposal. I 
have said that I want sugar to come in free. Therefore 
therj will be no encouragement to the cultivation of 
sugar-cane. Then, I have also said that I want export 
duties on oil-seeds and cotton. You must grow grains, 
and if that is not possible, you must grow cotton, sugar- 
cane or oil-seeds. There will be export duties on cotton 
and oil- seeds and the effect will he the same on all. 

17007. Q, What the country wants is a certain quantity 
of food-grains. Would not the imposition of an export 
duty, which would tend to cheapen food-grains induce the 
grower of food-grains to give up the cultivation of food- 
grains and to go in for other crops ? This must tend to 
reduce the quantity of food-grains available in the country, 
and this would be disastrous. 

A> No. It would not happen. We are putting export 
duties on other crops also. ’ If we put an export duty on 
food-grains only then he will naturally go in for other 
crops and give up food-grains. 

17008. Q. Suppose you put a uniform rate of 10 per 
cent, upon rice, oil-seeds, sugar-cane, cotton, etc,, have ^ you 
calculated what would be the loss or gain to the agricul- 
turist if he gives up rice and takes to other crops P 

A* in growing rice, even at presen o he does not get 
the' same profits as on other crops. 

17009, Q. Quite so. If he can get more by growing 
cotton then he will grow more cotton, unless as you say 
there is a higher duty to curtail the profit he gets by 
growing cotton. Therefore, if necessary, y^u will put a 
higher duty, even as high as 75 per cent., on cotton so 
that he may not take to growing cotton. 

A* I would leave him in the present position. I would 
so arrange the duties that the area under the several crops 
would remain the same. 

17010. Q. That would be hardly practicable. However 
that is your idea ? 

A. Yes. 

17011. Q. I was under the impression that we have 
more than enough rice to meet our needs and more than 
enough wheat for our requirements, in ordinary seasons. 
On the other hand your statement shows th^t there ought 
to be a deficit in all these years. Your idea is that the 
people are not eating enough and if they eat enough 
there will be a shortage. You do not say that there is 
an actual deficit : you only say that there ought to be, 
We have been exp »rting rice, and yet we have not found 
the rice-eaters complaining that they have not enough 
rice to buy. Take the case of wheat. 'In the Punjab, 

‘ exc^'pt during the last year when there was a shortage of 
wheat, it was considered that there was enough wheat for 
the people in the country and to export. What I 
understand you to say is that although a certain quantity 
is exported it by no means follows that the people hero 
have enough to eat. If these people eat. more as they 
ought to do then there will be a shortage of food ? 

A. Yes. 

17012, Q. So, the figures you give are not about the 
actual deficit, Wt the deficit which you contemplate if the 
people eat enough.* 

A. Yjou said that the people are not complaining oi 
deficit. Well, the ordinary cultivators, if we go to them, 
tell ns these things and some of them eat only once a day. 
Only their children they feed twice a day. 

17013. Qi The reason is that they have not got the 
money. 

AL In certain cases they have* 


17014. Q. I do not think these people complain of wani 
of material. If you go into the south it is not a question 
of want of foodstuffs to buy ; it is a question of finding 
money to buy them. 

A, It is said that the cultivators do no get money 
wages, but that they" get their wages in kind, 

17015. Q Even in the south we give themt a certain rate 
in kind. They get theiv wages only for half the year, and 
what they get during half the year they have to reserve 
foi the whole year. They reserve it not because there is 
scarcity of food-grains in the country, but becanse they 
have no money to buy the grain. 

A. We won’t hear their complaints unless we go to 
them. 

17016. Q, Have you ever heard these labourers say that 
they had money with them and they went to the market 
but did not get food-grains ? 

A. (No answer.) 

17017. Q. You say in answer to question No. 16 that 
you would like to protect the handloom industry. How 
would you do it P 

A, By patting duties on factory products. 

17018. Q. That is what they call excise duty ? 

A. Yes. I am in favour of excise duty. 

17019. Q. At present higher counts of yarn are allowed 
to come in free, and thus the handloom weavers, who mDstly 
use these higher count yarns, get their raw material free. 

If you impose a di^'^ on higher counts of yarn that would 
have the effect of discouraging the handloom industry. 
Therefor#*, yon would not be in favour of iiuposing an 
import duty on higher counts of yarn. 

A. Do they all use the same yarn ? 

17020. Q. Not the same yarn. But they all use higher 
counts. 

A, I would give them protection in the way you sug- 
gest also. 

17021. Mr, Bhodes,'--Mi', Sahashrelbuddhe, I cannot 
quite make out in what capacity you are here. Are 
you a practical agriculturist ? ^ 

A, 1 am hot a practical agriculturist myself. 

17022. Q, Have you made a ♦pecial study of agricul- 
ture ? 

A, Yes. 

17023. Q. In what form? 

A, I have first of all gone through the beat available 
agricultural course in India and I have actually stayed in 
the villages and studied the economic conditions of the 
cultivators. 

17024. Q. That is the information I wanted. Perhaps 
you will be able to help me. If protection resulted in a 
large number of new industries springing up here and drew 
away some of the agricultural population, do you think 
that the balance that would be left would be sufiScient to 
fully cultivate the ground P , 

A, At present we have 80 per cent, of our population 
as agriculturists and I do not think any other country has 
such a large percentage of agriculturists. ^ What is happen- 
ing in India is this : You cot off any industry and the 
labourers in that industry go back to agriculture. It is 
like a one-sided valve : they go to agriculture and they 
are not able to come out. In every census we find that 
the number of agriculturists have increased. 

17025. Q. In your experience, if you have got 20 bighas 
o! land hew many labourers would you require ? 

A. It will depend ou the sort of irrigation we have. 

If a man has a well f(»r these 20 acres, be can veiy well 
maintain a family of five : himself, his wife, his mother 
and two children. 

17026. Q. Are more people trying to live on the land 
than it can hold ? 

A, Yes, 

17027. Q. That is owing to the low standard of living. 

Is it not? 

A, That is the inborn wish of the Indians as a whole. 
They would always like to have a piece of land for them- 
selves. I know of an instance in which land was mort- 
gaged for Rs. 50, and in course of time the sowcar took 
away the land, and the owner paid Es. 500 to take it back, 
although a picxje of that size could be bad from the 
surrounding lands for Es. 200. They are so very fond of 
retaining their own land. 

17028. ©. Do I understand that if a certain portion of 
the agricultural labourers are drawn to the towns fox in- 
dustrial work, owing to tbe innate character of the work 
the population of the agricultural districts would still go up 
to the utmost limit, at which people can live on one meal 
a day ? - . 

A* It would so happen that these^ people who ootoo4e , 
factory oentxes would -always, go^ back to ' 



Sbey woald not? pemaueiitly live in industrial centres. 
If they get any money at all they 'will buy lands and if 
they have sufficient lands they will not go to industrial 
centres, 

17029. Q* Is it not a fact that an industrial population, 
going from father to son, has been built up in India 
now P 

Jt. In a few pkces that is happening, but tlie general 
tendency of the people is^ to get land and to live in 
villages. That is their liking and it is very difficult to 
draw a man out of his land, because he likes to retain at 
least a small portion of land. 

17080. Q, Even if he has not more than one meal a 
day, still he would like to remain on the land ? 

A, Yes. 

17031. Q. “What is the salvation of the agriculturist 
ihenP ' ^ ^ 

J.. The only salvation is : the industries must go to 
the cultivatois and not cultivators to industries. The only 
salvation lies in cottage and hand industries and not in 
factory industries. 

17032.^ Q. This state of things has also another effect. 
The agriculturist does not get any money for scientific 
agricuUure. The manure go^^s out of the country because 
he has not the capital t ^ buy it P 

A. If his ti'ne is fully utilised he will hare enough 
money to buy it. He works ouly half the year and he 
. gels wages only for half the year. ^ 

17083. Q. You come back to my point. He has nothing 
to give up except his one meal a day, and if he gives that 
up he dies. I do not see how the Fiscal Commission are 
going to remedy that terrible state of things which seems 
to be due to the social customs of the people P 

A» It is not the custom, but it is the inherent character. 
So, the only way foi' the Fiscal Commission is to see that 
the Indian industries are protected and then hand industries 
also protection against the factory industries. 

1703Jf. Q, All through your paper you are very strongly 
ill favour of protection. When dealing with sugar, how- 
ever, you quote the remark made by the Sugar Committee, 
** and that secure behind a protective wall factories in India 
might make no effort to reach the standard of those in 
other countries.*’ Why should you apply this to sugar 
only and not to other industries ? 

A* Because sugar-cane is a raw material which we do 
not export. 

170ffe. Q, But does not that argument of inefficiency 
sheltering bBbind a tariff wall apply to other industries 
also ? 

A^ There k this difference. In other cases we export 
the raw materials and do ndt make use of them, but in 
the case of sugar we do not export the raw material. , 

^ 17036. Q. If you admit that a tariff wall protects ineffi- 
ciency, does it apply only to sugar and nothing else P The 
cotton industry has had to fight its way. 

A^ I will allow this inefficiency in the beginning, if at 
the end we are going to gain something. 

17037, Qt iBo you do not agree with the remark you have 
quoted r ^ 

A, With regard to sugar-cane I am of that opinion. 

17038. Mr. I do not understand what your 

inteptiou is in allowing free import of sugar. You say : " I 
^ io favour of band or cottage industries and I would 
give them protection^ wherever possible. Preparation of 
sugar-cane is a cottage industry, very suitable 
nothing should therefore be done to 
wjdufifey by the estaSishment of sugar 
epetital farilitiea.” Do' you think that by 
^emng a h^h nntot de% on sugar you are discouraging 
the hand itidt^ry e£|rar? Is that what you mean ? 

A- A stnall protective duty wiB sot sufficiently pro- 
tect the 80 ^ faotoriee. If they are sa&fied with a small 
pru^tem I do not mind much. That is why in the 
beginsmg I prep<^ 6 per cent*, ^ and I wo^ild not mind 
evenif it goes a little further. Bat the fact is you cannot 
start sugar factories unleas you have a high tariff. 

170S9, Q. W hat do yon mean by a high tariff wall P 
A 40 per cent.^duty, 

17040, Q. Let ns suppose that a 40 per cent, protective 
du^ i« imposed. What wil be its effect on the price of 
and sugar P 

A, For a bag time the two w&l try to keep together. 

17041. Q. The price of gur and sugar will rise ? 

A» Yes. **' 

17042. Q. So far, therefore, a margin of profit is secured 
to the sugar and the y»r industry. So the margin of 
profit for the gur industry would not be affected P 

A. It won't be affected to a certain extent, sav up 
to 20 per cent. If we go up to 40 per cent, then there 


will be a rush for sugarcane growing, and then it WoulA 
so happen that sugar-cane growers will get profits and 
sugar industry will start. If sugar industry starts then 
the price of gur would go up. 

17043. Q. Why? If there is a rush for sugar-cane grow- 
ing, naturally the prices must come down. 

A, Ultimately it would. Tbe quantity of sugar-cane 
we produce at present might get exhausted, and we might 
require some more. 

17044. Q. Why? They all will rush to grow sugar-cane 
as yon say ? 

A. Yes, if there is a 40 per cent. duty. 

17045. Q. Assuming that a 40 per cent, duty is imposed 
on sugar, what will be the result P Ti'e result on your own 
admission is that they will all rush to grow susfar-cane. 
Then as a result the price of gur must come down ? ^ 

A, But as soon as it comes down they will give up 
growing sugar-cane. 

17046. Q. Then, what will be the bad effect ? 

A, The consuirers will pay more. 

17047. Q. That they have to pay for a time under pro- 
tection. Even under protection for coiton goods, they must * 
pay more. 

A, Dut in the latter case he will get something in 
return in the future. 

17048. Q. Will there not be that gain in sugar ? 

A, Here the consumer* will not only lose in the way 
of liigh prices, but he will also lose a hand industry in 
gm^ which he has at present. 

17040. Q. How ? 

A, Let us divide the subject into two sections. We 
might take this Cise : suppose we have no sugar industry, 
and all the sugar-cane is being converted into gur. As 
soon as we put a protective duty the price of gur 
will rise, and then it will become steady at some point- 
It will rise in the beginning and when the area under 
sugar-cane becomes larger it will come down slowly and 
the area and price will balance each other. 

17050. Q. What will he the net result P 
A. There will be more growth of sugar-cane. 

17051. Q. Then, to that extent they wont have to 
depend on foreign countries for their sugar P 
A, Yes. But in this case we will put more money into 
the pockets of the sugar-cane growers in preference to the 
other cultivators, 

17052. G, What do you mean by in preference to 
other cultivators ?” 

A. There are other cultivators, growers of oil seeds 
and cotton. 

17063. Q. Who prevents them from growing sugar- 
cane P 

A. You cannot grow sugar in every place. There 
must be irrigation. If we take the case of the Deccan 
we cannot grow sugar-cane in more than 15 per cent, of 
the land. Why should you give more advantage to the 
cultivation of sugar-cane than to the cultivation qf other 
crops ? 

17054. Q. Do you mean to draw a line between culti- 
vators of different crops ? 

A, Yes. 

17055. Q. I am sorry I cannot quite understand you. 
17056. Mr. Mant. — Q. Can you tell me what the 
objects of your Association are ? 

A. Our Association is a brotherhood of the agricul- 
tural graduates of the Bombay University. 

17057, Q. What do you mean by agricultural graduates ? " 
You mean graduates who have taken degi ees in agricul- 
ture, but who have nothing to do with praoticeil agricul- 
ture f These are students of the tJnivex'sity P 
A. These are' students of the University, but some 
of them are practical agriculturists also. 

17058. Q, You do not represent ■ the .agriculturists’ 
voice P ~ ^ ^ 

A. I represent the voice of many 'of the SneihteB of 
our Association. 

17059. Q. That is why I •wanted to" knoV? 'W'h&t the * 
object of your Association is p ' 

A. It !8 generally to farther the good of the agri- 
ouUnrzst, 

17060. Q. Well, can you explain to me how these pro- 
posals of yours will help the agiioulturisfc in any way ? 
You recommend an export duty on food grains. I 
understood you to say in answer to Kv. Seshagiri Ayyar’s ^ 
quwtion that this would not reduce tbe production of food ^ ‘ 
grains because you would levy an exi)ort duty on every 
other agricultural product. Is that not your position!! 

A. Export duty on all raw materials* * , , . ^ 

17061, Q. Will you tell me how that IVould'be' 
advantage of tbe agriculturists p 
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^ A, Yea. Take any of tlieae grains. Take for instance 
oUsoeds. If the oilseeds become cheap the effect will be 
that the agriculturist will be able to get them in sufficient 
quantities. 

17062. Q. He grows oilseeds himself. He does not 
^ require to buy them. 

A. He has to buy them. That is the most wonderful 
thing here in India. He sells the articles as soon as he 
harvests them and he buys them again later on. If these 
things are eiiported, he has to pay very high prices Tvhen 
buying them. If these things are not exported they 
would not be so costly as they are at present. 

1706B. Q. Is that all the beneiit for the agriculturist? 

^ A» That is one. The other thing is that by this duty, 
oilcakes will be retained in the country as residue. 

17064. ,Q. I don’t want to take the instance of oilseeds 
onl/i' I am talking of food grains generally? 

A. Food grains as I have shown, we have not got 
enough for the whole population. If the people get all 
that they ought to, there will be a net deficit of 8 million 
tons. If the grain is not allowed to go ont then it will 
be available here in the country for the people. 

17005. Q. Yon think that by reducing the price of 
grain you will encourage the production of grain. Is that 
your point ? 

A, Hot the xiroduction but the retention of grain in 
the country. 

17066. *Q. You say the production of grain will not he 
reduced. 

A. 1 do not think it will be reduced. 

17067. Q. Because you will tax every other agricul- 
tural product ? 

^ . A, Yes. 

17068. Q. Is your association composed of men who 
own lands ? 

A*^ Yes. 

,17069. Q. Have any of them helped you to formulate 
these views ? 

A. Ho. I put these views before them. 

17070. Q. Before those people who actually work on 
the land ? 

A. I think at least three people with whom I had 
a talk. 

17071, Q. You referred just now to the statement that 
there is a great deficit in the supply of grains' available for 
consumption in this country, ifou quote the figures of a 
writer in the Indian Journal of Economics. 

A. Mr. Duhey. 

17072, Q. Have you studied the details of his calcula- 
tion ? 

A. Yes. 

■ 17073. Q* Can you explain it ? ■ 

A. I don’t know whether I will be able to give all 
the figures. He worked those figures on the quantities 
necessary" for an average man and then the quantity for a 
child ani he added them. 

' 17074. Q. As far as I evn make out, he takes certain 
number'^ of ounces as required for an adult, say 28 ounces a 
day, and so much less for a child. You have got to 
multiply thia figure by 365 and then you have got to 
multiply the product by the population of British- India, 
something under 250 rnillions. It is obvious that a slight 
difference in the daily quantity required per head would 
’ make a tremendous difference in the total quantity required 
annually. 

No doubt some of these figures are taken for granted, ' 
17076, Q. I think it is most important to look at the 
‘ Tbasis of these figures. If theie is a alight difference in 
your daily estimate, even if it be only a fraction of an ounce, 
.your total figure will he naturally wrung. Then again 
.1 find that he takes into account the requirements of cattle. 
He assumes that every cow and every bullock requires so 
much and thus 40 million tons of food grains are required 
for cattle. Have you considered the effect of that on the 
total fiarures ? 

A» I won’t bo able to give any further details because 
I have not got the calculations with me. 

17076. Q. 1 bad only time to glance through it. It 
seems to me that there are so many uncertain data that 
jot Cannot put any reliance on the conclusion. I thought 
that your Association had studied these matters and might 
be able to help US. 

A. (No answer.) 

17077. Q. I gather that you cannot. 

A. I am sorry I won’t be able to give any further 
assistance in that way. 

17078. Mr. Jamnadas Dtoarhadas.--Q. I understand 
' that you favour heavy export duties on all articles produced 
in India ? 

u.,;' ' • 


A. Yes, as well as on food grains. 

17079. Q, The object of your Association is to further 
the interests of the agriculturists. 

A. Yes. 

17080, Q. There are raw materials which can be used for 
manufacture in India, raw materials of which India has 
a monopoly, and raw materials which have to be exported 
breause there is no facility for manufacturing articles. 
W( uld you have export dnties on all without discrimina- 
tion ? 

A. I have said those raw materiuls, the manufactures 
from which are imported into India. 

17081. Q. 1 don’t follow that. 

A. There are certain raw materials which go out of 
India and we get manufactured articles from them ia 
return. It is such raw materials that should be taxed 
when going out of the country. 

17082. Q. You mean those articles which can be used 
here for manufacturing purposes ? 

A. Yes. 

17083.. Q. Tbe others you would leave out ? 

A. Yes. 

17 084. Q. Yon advocate protective import duties on all 
industries. 

A. Of course, those which can be manufactured in India. 

17085. Q. Yon also advocate export duties. 

A. Ves, 

17086. Q. So tbe consumer as well as the cultivator is 
bound to suffer. 

A. Yes, ill the begimiiug they will, 

17087. Q. If jmu .have both export and import duties, 

I think the extent to which they would suffer would be 
very much. 

A. Tbe question is that we always speak in money. 
But if there is sufficient food which is the greatest necessity 
then the suffering would not be great. 

17088. Q. We are talking of raw materials. 

A. Leaving out food ? 

17089. Q, Yes. What would he the result so fai‘ as the 
lirices are concerned ? 

A. At once we will have Indian industries started. ^ 
At least there will be a beginning made. 

17090. Q. If there is a chance of an industry being 
started in this country then so far as these articles are 
concerned you would have a protective import duty ? 

A. I would take them first. I have given a grada- 
tion as to which should be taken up first and which should 
be given preference in tbe tariff duties, 

17091. Q. Under any circumstances you would have 
both export and import duties ? 

A. Yes. 

17092. Q. As regards food grains would you have a duly 
irrespective of whether it is a period of famine or scarci- 
ty ? Would you always have an export duty on food 
grains ? 

A. Yes, that is what I have said. 

17093. Q. Don’t you think that it will discourage the 
production of food grains ? Don’t you think that the 
agriculturists will not produce food grains ? 

A. What then- will they do ? 

17094, Q. They will tura to commercial crops. 

A. If we have got more than enough of food grains, 
why should we not have commercial crops ? 

17095. Q, Your point is that we need not cultivate food 
grains and therefore we should have export duty ? 

A. No, in order to retain the food stuffs. 

17096. Q. My contention is that the result of an export 
duty would be to reduce production still further. 

A. That won’t bo the case if also we have export duties 
on other things that are grown on tbe land. 

17097. Q. Thcn^ you come to this that you would have 
export duties on every product. 

A. Yes, in order to keep the present position. 

17G9S. Q. How would the cultivator gain thereby ? 

A. How if we have a protective duty all these mate- 
rials would be in the same proportion. That I should 
take for granted in the beginning, because we are not going 
to hava export duties only on grains but on other things 
which are produced on the land. Therefore I say that as 
far as pos.sible the proportion would be the same. The 
only thing is that he will have enough of food- grains/ 
enongh of oilseeds, enough of cotton, enough of sugar- 
cane and so on. 

17099. Q. I am afraid I cannot understand. However, 
I will not pursue the matter further ‘ 

17100. Q. Then coming to your answer to question 
Ho. 18, do you think that the danger of foreign firms being 
established is so great that you would rather not have ai^ , 
protection at all ? • ’ " " ' 
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A, Yes, 

X7101. Q. Do you thiuls tliat tlie estaTjlishiuent of 
foreiaiu firms in India is really so great a danger ? 

A* Suppose you have a policy of protection and the 
result of that is that some foreign firms establish them- 
selves to start industries her/>* 

17102. Q. Is it any loss to India ? 

A* 1 think it is a loss. 

17103, Q. Will you esrplain how ? 

A. Our subject is to open up lines for our own people, 
the Indians. If we have foreign capital it is quite natural 
that the whole management will be with the people that 
subscribe the capit*il. 

17104. Q. What about labour ? Do you think that 
these firms could always afPord to have skilled labour from 
Kngland ? Will they not provide facilities for training 
Our people here for good posts ? "Will that not he th« 
natural consequence of the establishment o-f foreign 
firms ? 

A. If at all, it will be exceedingly slow. 

17105. Q. Supposing that an industry does not exist 
now and supposing also by the policv of protection an 
industry is eskblished by foreign firms, will it not he an 
incentive to Indian firms to establish the same industry f 
A, It will be. 

17106. Q. So that the danger which you speak of will 
not be after all so great. 

A, We will have to check it at some point. It is 
quite likely that there might he a certain incentive for the 
Indian to start industries when the foreign firms establish 
themselves here as a result of the protective policy. But 
there is also the likelihood of the foreign factories rising 
up quickly and thus getting a sort of monopoly. 

17107. Q. How will they have a monopoly P 
' A, The Indian capitalists will be faced with the same 
competition which they have at present from outside, 
17108. Q. That will be only when forrign firms are 
given any special advantage over Indian firms that are 
. established for the purpose. But if there is no special advan- 
tage ghen to foreign firms, if both are treated on equal 
♦ terms where is the disadvantage to the Indian firm ? 

A. What is the disadvantage to Indian firms at present 
in competing with foreign manufacturers ? 

17108. Q. There is no protection of any kind at present. 
A» Similarly as soon as the foreign manufacturers 
come and work here there is no protection for the Indian 
manufacturer. 

17110. The Indian manufacturer can have the same 
protection if he likes provided he starts industries in the 
country. 


X How there is open competition going on. As soon 
as we impose a tariff, the outside factory comes into India 
and therefore the competition remains the same. Is not 
that so ? 

17111. Q. I can’t quite follow the point. You admit 
that the foreign firm will have to depend upon Indian 
labour. You also admit that from a business point of view, 
it will not be an easy proposition to get skilled labour 
always from England and that they will have to train men 
up here. Would not that be so P 
A. It will be; 


17112. Q- You also admit that it will be an incentive 
lo Indian firms to establish industries P 
^ AU; Yes, in some oases, 

Qi if you admit all these conditions, do you still 
haye protection and 
[.to come from outside tnig 
^ tqstrisa to be established b^re 
her hy foreign firms ? ' ' 
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X Ye% t io main^in that. 


117114 Sir Mmecitjm Q* You*- opinion 

eqfi&lag from educated body is ^ oensi- 

.ymlue to =u». Tberefesre 1 i^oul4Uke to exactly 
WiU you |ilease tell me what 
llreinirengt'b ^ your Aeseeia^em 
X It wc^ be ISO. 

UHb, ^ They a^e woB^y gradbaatea in s^not f 
A* Ye#.. ' - ‘ - ■- 

17114. Are agrioultoists f 
X Yes* 

17117* Q, There ate «ko iom of agrieultnarists ? 

X Yes, in many eases. 

1711B. Q. l>o ol them lollow the pursuit of affri- 
eniture ? . . 


Jw Yes, in many cases in a way. 

17110. Q. Is the (minion you giveyout individual one or 
the considered view of your Association P 


A, We have not taken votes on the matter. They all 
know my views and after writing this statement I showed 
it to them. 

17120. Q. You have shown to your committee and they 
have approved of your views ? 

A, Y~es. 

17121. Q. The primary object of your Association is to * 
protect the agricultural interests ? 
yif Y'es 

17122. Q. In answer to Mr. Rhodes you stated that the 
number of agriculturists .had increased. Now will you 
please tell me whether it is due to increased population or 
want of other avenues o£ life P 
X It is due to both. I should say to a certain extent 
it is due to increase of population. But it is also, we find, 
due to the absence of some of the industries which they 
were carrying on formerly. 

17123. Q. Eor want of further avenues? 

A, Yes. 

17124. Q. Do you think that the agriculturist as a body 
welcome their energies to be diverted to industries to a 
certain extent ? 

A. Yes, they would. 

i7125. Q. in answer to question No. 24 you say that 
•* au increase in the tari:® rates would not increase the cost 
of living in India to such an extent as not to be covered with 
a slight rise of wages in the case of the industrial wage 
earners and the middle classes who use foreign goods ; there 
will he very little effect produced on the agricultural wage 
earners, as they seldom use foreign articles in their daily lile. 

But a large body of agricultuiusts in the Punjab were of 
opinion diametrically opposed to this. We were told that if 
you divert men from agriculture to industries you will not , 
he able to raise normal crops, you will accelerate famine, you 
will cause privations in the houses of the agriculturists and 
so on. What is your opinion in. connection with that ? 

A, Yes, if they are taken away from the soil. 

17126. Q. Would it appreciably affect them ? 

A, There are two points. Pirst of all, we have got 80 
per cent, of our people living on agriculture, and the land 
available cannot maintain the 80 per cent. 

17127. Q. Do you mean to say that the pressure on land 
at present is greater than the land can support ? 

A, Yes, the economic pressure is great. 

17128. Q. And you can to a certain extent reduce that 
pressure by diverting these people to industries P* 

A. Yes. 

17129. Q. Is there no fear of agriculture suffering, by 
such diversion ? 

X Agriculture will not suffer. ’ ' 

17130. Q. Then I cannot understand one other reipark 
you made in the course of the examination. You said that 
industries must go to the cultivators and not cultivators to 
industries. I should like you to explain that. If that be 
your view it entirely annihilates the argument you build 
up? 

X This is what thoir inherent nature is. People who > 
are thrown on land do not like to leave it even though it 
does not pay. 

17131. Q. You mean that the attachment for the land 
is so great that they are reluctant to abdicate their land. Is 
that your view ? 

A. Yes, even if it does not pay them. 

17132. Q, Therefore you think that industries must go , 
to them, that is, **1 understand, you must have more of 
rural industries. 

A. Yes. 

17133. Q- You mean that industries should he estab- 
lished in rural areas. Can you enumerate a few of these 
rural industries ? 

A, Tak^, for instance (of course these industries will 
differ in different parts), lac,; TheJ^ have only to put a 
particular inject on a partictilat ‘ t£iGfi5p;r.stet 

lacqdet work, Tbef inay prepare tift'iS'for 
Stiffs. %They may have” 'coir-making.- In certSim parts 
they may have cattle-breeding. These are ^connected with 
agnculture. , ’ 

17134 Q. Do yobffii^ii tb'S.t thC ftEfal industries must 
be mbinly -tabsidtoy to agriaiRttre ? 

X Y^. Tn some cases there might be ind:usiries not 
connected with agriculture. It is quite possible to have 
such industries, bemuse I know of one place at least where 
the people are getting more money by taking to blind 
dustries and are free from debt. Irf their spare time they 
simply prepare ornaments et gold, and because thejf i 
regular, people in the sUrrouuding area send their 
these goldsmiths and get their things done by „ 

17185. Q. I sujspost* yOu V 

the Bombay Presidency. ^ ’ 'i. 
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A* Yes. I may restrict it to, say, Deccan, 

17136. Q. How is the charka succeeding there ? 

A. Very few people have taken to charka in the vil- 
lages, I should say. 

17137. Q, If, with all these encouragements very few 
people have taken to it, how will the cultivators take to 
industries as you say ? 

A^ I think if the preaching goes on for a long: time, 
they will take to it. It is a matter of time. 

17138. Q. What is yonr opinion about export duties on 
manures ? Would you support export duties on mannrial 
materials ? 

A* Yes, such as, for instance, oil cakes, bones. 

17139, Q. Do you think that the Hindu agiiculturists 
will use hone as manure, if it is not allowed to be exported 
and if it is retained in the country ? 

A. They will. 

17140. Q. You don’t thmk they will have religious sus' 
ceptibilities ? 

A, 1 think those tilings are dying out. They use even 
crude sewage. Formerly they would not have use.l it at 
all. 

1711 1. Q. So, on b'iaies you would have an export duty ? 

A. Yes. 

17142. Q. In answer to Mr. Seshagiri Ayyar, you said 
that by putting a duty on factory x>roducts you will 
be able to protect the handloom industry. What do 
you mean by that ? Do you mean excise duty ? 

A> Yes* 

17143. Q. You know that an excise duty exists at 
present. Has it had the effect of protecting the handloom 
industry ? 

A. I do not exactly know what impetus it has given. 
In such cases it so happens that if any industry is dying 
it may not die if the excise duty comes in. That will be 
tbe effect. * 

17144. Q. Do you seriously think that handloom at all 
coines into conflicb-with the power loom ? 

A, At present it does not, 

17145. Q. Have you any other method besides the 
imposition of excise duty ? 

A, Ho. 

17146. Q, You know as a matter of fact that the hand- 
loom weavers only weave finer counts. And so far as the 
Indian power loom industry is concerned, it does not come 
into conflict with the handloom industry f 

A. That is true to a certain extent. 

17147. Q. Why do you want protection then ? 

A. That is true to a certain extent. I want hand 
spinning also to be encotiragcd, not only weaving. 

17148. Qr, But hand spinning it is understood is done in 
many villages even now. 

A. But of the finer tjrpe. 

17149. Q. As anfagriculturist, you know t^fc the agri- 
culturist is employed at least six months every year in tbe 
purtjuit of his own line. It is only after the oi:ops are 
harvested that ho has any leisure. During that leisnre 
time ho wants to weave for the maintenance of his family. 
He wants it as a side industry. Il is only during that 
interval that he goes in for weaving Tbe finer counts are 
spun which require manual skill and labour, and there is 
generally no conflict between the power looms and tbe 
, handlooms in the rural areas. 

A. Ab present there is no conflict. , 

17150. Q. So if there is no conflict, why do you want to 
protect the handloom ? The mill industry was started in 
1876 and from that period it has got on up to now. There 
aie thvqjjdjlP^ mills all over India, and they turn out 
not one^third of the actual requirements of the people as a 
-whole. There is ample room for the handloom industry 
simukaneously to exist side by side with the power mill 
industry. Why does it need protection ? 

A. I should only say if it is necessary.” 

17151. Q. Then you will qualify your statement ? 

A. If it comes to % stage when there are people to 
compete, then I will give protection. 

17152. Q. If yon want to give protecti(.n may I suggest 
some other remedy ? Put an import duty on yarn. 
What is your ^^ew about that ? The finer yam is im- 
ported, World your object not be gained by putting an 
impoit duty on yarn, say from Japan and other places ? 

A. This is a difficult question. I won’t be able to say 
anything definitely. The yarn which comes in is wanted 
by the hand weaver, and if you put a protective duty on 
that, he will suffer no doubt, but there will be encourage- 
ment for hand spinning but I think that as long as hand 
spinning is not improved we should not have any import 
duty on the particular yarn which is used by the ordinary 
weaver. But a time will come when we shall have an 


improvement in the hand spinning, and then it will be 
time to put an import duty on that particular yarn, 

17153, Q. Then I take it that the result of your ex- 
amination is that the handloom industry is not in any 
imminent danger P 
A, No. ^ 

17154. Q. You raise a very nice point about foreign 
capital being invested in this country. The principle 
you'recommend is putting a corresponding duty, I would 
like to illustrate by an example how it will woik in 
practice. You know that a 11 per cent, duty is put on 
foreign cloth. If these foreigners put up new mills in 
Bombay do you recommend a 11 per cent, excise duty on 
the cloth which is manufactured in the country by the 
foreign manufacturers ? Is that your idea ? 

A, Yes, when there is inora than 10 per cent of foreign 
capital. 

17155. Q. You mean when there is more than 10 per 
cent, of foreign capital, a coiTesponding excise duty should 
be put ? 

A. Tes. 

17156. Q. Then I take it that firms started with Indian 
capital should only pay 3| per cent, and others should 
pay a higher duty ? 

“a. Yes, 

17157. Q, Will it work smoothly in practice ? 

A, Difficulties may arise, but I do not quite see what 
particular difficulties can come in. 

17158. Q. In your answer to question Ho. 33 you have 
made a very strong point about an export dufey on food- 
stuffs and have quoted Mr. Dubey’s figures. Can you give 
me the percentage of foreign exports to the total produc- 
tion ? 

A. The percentage is very small, I should say that 
about 4 to 5 million tons are at present exported, out of 
roughly 50 to 55 million tons of crop. 

17159. Q. You are only talking of normal years ? 

A. I have taken the figures froin 1911 to 1938. I 
think we have got there a sufficiently large nutuber of 
years. OF course the amount will vary no doubt. 

17160. Q. You say that the figures in column 3 include 
exports of grain from Indian States, but you have not 
stated whether column 2 includes the requirements of 
Indian States or not ? 

A, Column 2 gives tbe total requirements of British 
India. 

17161. Q, What will yon do when there is a surplus of 
food grains to export ? 

A. I do not know when that time will come exactly* 
17162. Q. I can give you several years when wc had 
large suiplases. We have had a lot of surplus at times. 

A. What will happen in that case is that you might 
get a surplus in one year if it is quite a favourable year,^ 
17163, Q. That will be required for the recuperation 
of the following lean year. Is that youx idea ? 

A. To a certain 'extent, yes. If we get more and 
more grains from year to year, then, naturally, the area 
under food grains will go down, and other crops will get , 
in. 

17164. Q. If tbe food crops go down and money crops 
arc raised, will it not be disastrous to the interests of India? 
A. How? 

17185. Q, Where will you get your food supplies from? 
If you put on heavy export duties one effect of these w(mld 
be the reduction in the value of the grains. When tnat 
is depreciated the agriculturist will not like to continue it. 
He might tolerate il/ifor one or tw«) years, but in the tliird 
year he will get disgusted with Grovernment, If his 
neighbour is cultivating jute or something else and is 
making money, why should he stick to food grains and 
lose money? If this tendency comes in will it not be 
disastrous to India ? v 

A. There is a limit for other crops coming in. There 
are'certain crops wliich can be grown only under particular 
climatic conditions and under irrigation only. 

17166. Q. We need not take them into account. After 
all they are an infinitesimally small proportion. There are 
certain lands whi<*h will only produce particular crops, but 
let us take the majority of the crops. Won’t they take 
the place of food grains ? 

A. I am not able io understand it really. There are 
certain areas which won’t be able to take to other crops. - 
17167, Q. I understand that you only recommend high 
export duties when you have got a surplus to export, not 
otherwise P 

A. We want export duties when we want to retain a 
thing in India. At present food grains arc such, 

17168. Q. But the remedy which you are sug^es-tii^ 
instead of keeping tbe food grains, will make tbe 
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absolutely withoxii: food grains. You want to retain food 
grams but your remedy is such that it will reduce the crop 
altogether* 

'A. Other crops will come in in certain areas, not all 
over the country. There are large areas which are fit only 
ioT cultivating food grains. 

17169. Mr, Rhodes,— Q. I think you told Sir Maneckjee 
Badabhoy that very few of your graduates were occupied 
in putting their scientific knowledge to practical use. 
Could you explain why it is and why all this education is 
not utilised to the benefit of India ? 

A, I know that the agricultural graduates that have been 
turned out have not gone back to the land, 

1717D. Q. I understood from you that they are not 
nutting their knowledge to practical use, that their know- 
ledge is of no benefit to the country. 

A, Those people that had land before they joined this 
coarse have gone back to their land. 

17171. Q. What about the others ? 

A, Many people take up courses in India because they 
find them to he paying. Most of the people that have 
studied histoiy and logic enter Grovernment service. They 
do not necessarily go to institutions where they can develop 
logic or write books. 

17172. President, — Mr. Hhodes wants to know why 
when no agricultural graduate has adopted a professional 
career he does not apply hnnsolf to that profession ? 


A, That is trr.e. But people join difierent lines tecauso 
they think that in the new lines there will be better 
prospects for them. Not necessarily all w mt to go back 
to their land. 

17178. Q* Can you give us some statistics showing the 
total number of ^^raduates turned out by the Agricultural 
College and the proportion of those that are engaged in 
agriculture i nd those that have taken uo other profes- 
sions ? 

A, It will be difficult for me to give exact figures. 
But I can give you some idea. Those people that liavo 
some land and where they have enough capital to go 
hack to the land for cultivation. 

17174. Q. Can you give me an idea of the proporlion ? 

A. 1 think it would be about 10 per cent, who go back 
to the lond. 

17175. Q. What about the 90 per cent that lemain ? 

A, About 5 per cent, do other things. 

17176. Q. Then there is a balance of 85 per cent. 

A. Out of ibis 85 per cent. *you will find nearly half 
or three-fourths go in for Government service, not neces- 
sarilv the Department of Agriculture, but other depart- 
ments. 

17177. Mr, Rhodes, — Q. That is very unfortunate. 



17178. Exports of the United Kmgdom. 



Totai SiEOBis 829-8 
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Witness No. 114. 


The principal users and suppliers of electrical apparatus in Bombay* 


Written statement, dated the 26th January 1922. 


To THE MEMBESS, the FiSCiL CoafMISSTON. 

17179. Dkae SiESj—We, the undersigned, emhracins? 
practically all the largest users and suppliers of electrical 
apparatus in the Bombay Presidency, respectfully beg to lay 
before you some of the disadv^antages und'er which the 
electrical industry is suffering owing to certain anomalies 
of the present customs tariff. We wish, however, to 
place on record the relief granted to the industry under 
Government Notification No. 6362 of 5th November 1921 
published under Customs Duties, Department of Commerce 
(bovernment of India). 

It is assumed that, in arranging the import tariff. Gov- 
ernment have in view not only the production oB revenue, 
but also the development of industries in India. The 
first essential to the promotion of industries lies in the 
provision of an ample and cheap supply of power. Electri- 
city is essentially only a form of energy. Government 
Jiippear to have already recognised the advisability of the 
provision of cheap power, and have eneourag-’d cheap 
generation by assessing the duty at 2 |' per cent- on prime- 
movers, shafting, bating and other materials used irrthe 
transmission of mechanical pow'er. The arguments upon 
which this policy is based appear equally applicable to 
electrical materials serving the same function. 

17180. I^arties affected . — Apart from the dealers and 
manufacturers who are affected only in an indirect way, the 
users of electrical apparatus may be divided into three 
broad classes— power companies generating or distri- 
buting electric^ energy ; second ^ manufactiirers and factory 
owners using the modern system of electrical drive or 
special electric^ processes ; and tUpd, hhs general public 
using fans, lights and other minor appliances. 

17181, We base our claim for redress on the broad and un- 
disputed fact that the use of electricity in every form tends 
to the saving of labour, a cleaner atmosphere and more in- 
tensive production, all of which are essential to the industrial 
development of the country. We further respectfully beg 
to point out that the first class of users referred to^ above, 
namely, power supply companies, work only under license ; 
their rates are fixed by Government who are generally 
'averse to the increasinir of rates. Power supply 
, companies are essentially public utility companies, often 
with a clause for Government or Municipal acquisition 
at the expiiy of a certain period, It is equitable therefore 
that tho privileges accorded to the railways should be 
exten^d to them. On the other hand, the capital cost of 
electrical apparatus is generally greater than that of similar 
equipment driven by a different motive power. The in- 
^ cafeaeed rates of customs duty are an additional handicap 
- m&nufaoturev wishing to install modern power plant, 
xm of electricity by the general public under 
«an hardly be considered a luxury, 
by detailed investigation into 
expensive' fittings m compared 
With thi stanJiffX imported. - . 

contp(fn0^ -BvfoVe referrisjg 

t(^ the anomalies attaching to the duty levied m certain 
' ' tyg«» of ttppaiatue, we respectfully beg to refer to the prac- ' 
tIcHKf eemi^nent parts of equipment at different 

“ mtes. ThttSy^whfie Diesel engine's are treated as prime- 
movers^ oettida essential parts like oil and exhaust piping, 
j^anarSjj guard rails, ofling platforms and ladders leading 
ifp to th^e (which are essential to the successfm 

eq^ration of the plant) are treated as accessorses and charged 
at . ,11 Mr cMii Similarly^ in theoase of oil-cooled transimr- 
' users Imported vrilix the oil 'which k esseuthd to their 
oiwration, the transformer^ oil and even the oil drums are 
asjsessed differently. ^ We beg to point out that, in almost 
every suoH case, it is practically impossible correctly to 
state the invoice values of the various parts as the orders 
are placed for the equipment as a li-hole. T^is policy, 
from every point of view, appears unfeatanate and Jt is 
very doubtful if the extra revenue derived from the h%her 
tariff on the accessories even meets the coat of the ap- 
praiser's time in making the assessment. The deli^ 


and inconvenience which the importer suiters owing to the 
diffeientiatiug tariff could, however, only he justified by a 
substantial return in revenue to the State. 

17183. SwltcJigea7\^'I\xmiv.^ to special hardships and 
anomalie.% wc would refer to the case ot switchgear. TJ p till 
the Government notification referred to above, all switch- 
gear was charged at 11 per cent. A ceitain measure of relief 
has been given by the notification, which assesses all motor 
starters and switchgear for use on high tension circuits 
(high tension being as defined in the Indian Electricity 
Act) at *^1 per cent. While p*atef ally acknowledging this 
concession we feel that the differentiation with regard to 
voltage is anomalous and bears hardly on the small user. 
Further, the final distribution voltage in even the largest 
systems is at low or at most medium pressures, vide the 
case of Calcutta and Bombay, so that the small motor 
user and distributing company is penalised, while the large 
mill-owner and super-power station get the lowest rate. 

Instruments.‘--Om oi the greatest advantages of elec- 
tricity is that no form of eimrgy lends itself so easily to 
accurate measurement, but we regret to say that instru- 
ments and meters are at present assessed at the highest 
rate. The result is that several supply companies are 
compelled to charge a fiat nite per lamp, a system which is 
really unsatisfactory to both supplier and consumer. 
Again, instruments are often aaititegral part of switchgear; 
it is accordingly only equitable that all meters and instru- 
ment«j should be assessed at the lowest rate. 

17184*. Tm^ismission and distrihctlon apparaiivs.^ki 
present all transmission and ilistribution material covering 
poles, trolley wire, hardware, cables, etc., are assessed at the 
highest rate. On 4Jie other hand, a pole may be used as 
a part of a structure and, wei*e it imported as such, would 
be assessed at 24 per cent. From the steam engine, mecha- 
nical power is transmitted by means of shafting or belting 
to the macliines where it is consumed. As an electric cable 
performs exactly the same function, only in a more efficient 
mann<^r, the same imi^ort duty, namely, 2 | per cent., biily 
should be charged. It may be argued that an electric cable 
may be used for the transmission of electric energy for light- 
ing in addition to that required for power. Bat this ap- 
pears to be a parallel case to the distribution • of illuminat- 
ing gas which is distiibiited to the consumer in pipes 
assessed at 24 per cent. ^ ^ , 

17185.. Insulators, — The Government notification does 
nofc’specifically mention insulators, so they are still being 
assessed at the higher rate. Practically no commercial 
insulators are specially made for low or medium pressures 
as defined in the Indian Electricity Act. It seems therefore 
only fair that these should also be rated as low as possible, 
as in the case of high tension switchgear at present. ■ ' 

17186. Telephone apparatus,— A somfi\7h?kt^ec\i\h\t dis- 
tinction exists at present between telephone and telegraph 
apparatus, the former of which is assessed at the highest rate*" 
and the latter at 24 per cent. The distinction made between 
telephone and telegraph .nppavatus is all the more astonishing 
in view of the definition laid down ' in section 3(1) of the 
Indian Telegraph Act, I 880 . . Th ,6 use of a.teleplk^^ m a. 
neee^ity under the stress of modeirn lini^s ' 

salaries and wages. All telephore oonopanies 
utility companies working under a licensO from Govern- 
ment who have the right ta fix their ch&i'gesi Any increase 
■r#uo 8 t is setstfrditigiy it' gre^t hardisMp, beats heavily m 
the development of tho tele|^one industry in the eotfntry. 

l7lS7>^ material.— k somewhat similar case 

occurs in coim^tion with the assessing of all electrk^l appa- 
ratus for tramcars and street railways, which are at present 
charged at the highest rate Cheap transport to and from 
the suburbs of our large cities is essential from conditions ^f 
health, if for no other teas m. It is impossible to extend * 

ing services or inaugurate new ones unless the pieseni^v^g 
heavy capital cost is reduced in every reanper 
The hardship caused is particularly great as : 

oerns are again public utility companies a. 

t .feease from Governm«mt who have the right to fix ebarges* 
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Tramways in this counti;y are also faced with the relative 
io'norance of the travelling public and subordinate staff 
which precludes any complicated system of charging^ 
Moreover, it is in the public interest that fares be tixed at 
the lowest possible figures. ^ 

17188. The present system of assessing lifts and 

their component parts is particularly unsatisfactory. Only 
the motor and gearing are charged at 2^ per cent., the resh, 
ipcluding ropes, hal.ance weights etc., being assessed as elec- 
trical material and therefore charged at il per cent., though, 
were they imported separately as ropes and cast iron, they 
would be charged at 2J per cent, under the heading of iron 
and steel manufactures or hardwore. This is certainly 
anomalous and a great hardship, as, in large towns with the 
rapid rise in land values, houses of several storeys are es- 
sential, so that a lift cannot be considered a Injury. In fact 
lifts are an absolute necessity i.i modern buildings. 

17189. Medical apparatus. — Frpi2i the point of view or 
value a relatively small amount of medico-electrical appara- 
tus is imported and is charged at the highest rate. We feel 
you will have no hesitation in endorsing our view that this 
should be' imported at as low a price as possible, in order 
that the number of hospitals and dispensanes equipped 
with the most up-to-date equipment be increased appreciably . 

17190 In view of the above, we feel sure that you wnl 
ao-ree that the present rates hear heavily on the electrical in- 
dustry and that it is essential for the future progress of the 
country that the use of electrical energy and apparatus be 
extendi to the fullest extent. We accordingly respectiully 
beg to suggest that, on your recommondation. Government 
mav be pleased to enact that in future all electrical appa- 
ratus (whether imported separately or as a, i integral part of 
other plant to he driven electrically) be treated as power- 
driven machinery not to he worked by manual or animal 
labour and charged at 2| per cent, ad valorem as is 
enacted in the case of other prime-movers. 

17191. However, should Government be of the opinion 
that decreasing the duty to 2 J per cent, will result in a 
loss of. revenue, we respectfully beg to suggest that the mte 
on all eauipment and accessories appertaining to the vaiuous 
competitive forms of power pioduction and distribution 
mav he adjusted to such an extent that the revenue r^uired 
by the f^tate may be secured by the agency of a tariff uni- 

^^^192. The fear that any reduction would adversely affect 
revenue is, we feel, unfounded in view of the steady 
' increase in the value of electrical appaiutus imported into 
India during the last few yeai^, as shown.on the 

curve, combined with the fact that a reduction of the duty 
•'would undoubtedly increase the imports, while the impetus 
given to all industries requiring power would certainly 
result in a very decided increase of revenue. 

We have the honour to remain. 
Sirs, 

Your most obedient servants, 

Fred. W. Willis, 

General Mana|?er, ^ 

The Tata Hydro-lSlectrie Co., Ltd., 

Andhra VaUay Power Supply Co., Ltd-, 

The Tata Power Co., Ltd. 

Metropolitan-Yickers 

Joint Manager, Bombay Branch Office. 

Manager, 

John Fleming & Co., Ltd.. i 

A. Oakley, * 

Secretary. 

The Eastern Electric Light & Powder Co., 

K. S. Guzdar, 

Manager. 

A. Mahler & Co., 

representing 

Brown r»overi & Co. 

ITor Crompton’s Bombay Ltd., 

JPer firo* H. M* Watson & Co., 

Cursetjee M. buntook. 

Secretaries, Treasurers & Agents. 

H. L. Rochat & Co., 

E. C. Gorbould. 

JPer pro. Bombay Telephone Co., Ltd., 

•' C. Robinson, 

Manager & Secretary. 


The English Electric Co., Ltd,, 

S. Rudd, 

Manager, Bombay Branch. 

Jost’s Engineering Co., Ltd., 

George M. Wise, 

Managing Director. 

The Bombay Electric Supply Ss Tramway^ Moborly' 

Managing Engineer. 

Callender’s Cable & Construction Co., Ltd., 

A. I . Hodgson, 

For Engineer & Agent. 

For The Surat Electricity Co., Ltd., 

JPer pro. Killick, Hixon & Go., 

R. 0. Giles, 

Agents. 

For The Ahmedabad Electricity Co., Ltd., 

Per pro. Killick, Nixon & Co., 

R. C. Giles, 

Agents. 

For Pioneer Electric Co., 

Ardesbir K. Modi, 

Proprietor. 

Precious Electric Co., 

K. S. Irani, 

Partner. 

Per pro, Greaves, Cotton & Co., 

Geo. Barnes. 

Balmer, Lav/rie & Co., 

R. J. Cockburn, 

Bombay Represontative. 

Per pro. Holland-Bombay Trading Co., Lt^, 

F. G. Dikkers, 

Manager. 

Turner, Hoare & Co., Ld., 

H. D. Ash, 

Director. 

F. & C. Osier, Ltd., 

S. Lawton, 

For Manager. 

For The Cotton & Coraineroial Trust, Ltd.,^ 

Lalji Naran]! & Co., 

Managing Agents. 

For and on behalf of ^ 

The General Electric Co. 

(India), Ltd., 

E. J. Warren, 

Branch Manager. 

Intorntitional General Blectri^Co.. ^ ^ 

Patrick Kelly, 

Unde* Power of Attorney. 


The Rnssa Engineering Works, Ud., 

A. E. Wharry, 

Manager, Bombay Branch. 

Pyne, Hughman & Co., Ltd., 

C. A. B. Pyne, 

Director & Manager. 

Per pro. The British Thomson- 

Houston Co., Ltd,, 

P. Kelly, 

Manager. 

W. T, Henley’s Telegraph W'orks Co., Ltd^ 

C. H. R. Thorn, 

Manager for India, 

For The Bhavnagar Electric Supply Co., Ltd., 

Lalubhai Samaldas & Co., 

Agents. 

For The Central Provinces Electric 

• Supply Co., Ltd., 

Lalubhai Samaldas & Co., 
Ageirta^ 

N, J . Carsetiee, ^ 

For The Tata Engmoenug Co., Ltd. , , 
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Curve showing total value of Imports 
of Electrical goods, 
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Tl^ curve has been prepared hrom data appearing in the annual tables 
relating to the trade of British India* 
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Signatbi'j/ 


George M. Wise 
C. N. Moberly 
F. W. Willis 
Ditto^ 

Ditto 

R. C. Giles 
Ditto 


The Hon’bk Mr. Lalubhai Samaldas, 
C.LE. 


Name of Firm. 


Ditto 

C. Robinson 
' A. H. Chilton 

W. M. Wakefield 

Ai O^ley 

\ A. I. Hodgson 

A. K. Modi 

K. S. Guzdar 

♦ A. Mahler ... 

K. S. Irani 

W M. Suntook 

Gteo. Barnes 

B. iS> Cockhnrn 

f, aDikkeili 

s j . 

C, A. B. Pyne 
E. 0. Corbould 
a Eudd ... 
H. E. Aeli 

g. Lawton 
Lalji Naranji 


ditto 


Messrs. Jost’s Engiueering Co., Ltd., Apollo Street, Fort, 
Bombay. 

The Bombay Electric Supply & Tramways Co., Ltd., Colaba 
Causeway, Fort, Bombay. 

The Tata Bjdro-Electrio P. S. Co., Ltd., Navsari Buildings, 

Fort, Bombay. 

The Andhra Valley P. S. Co., Ltd., Navsaii Buildings, Fort, 
Bombay. 

The Tata Power Co., Ltd., Navsari Buildings, Fort, Bombay ... 

The Ahmelahad Electricity Co., Ltd., Killiek Building, Home 
Street, Fort, Bombay. 

The Siuat Electricity Co., Ltd., Killiek Building. Home Street, 
Foit, Bombay. 

TheBhavnagar Electric Supply Co., Ltd. (Messrs. Laluhhai 
Samaldas & Co.), Apollo Street, Fort, Bombay. 

The Central Provinces Electric Supply Co , Ltd. {Messrs. Lalu- 
bhai Samaldas & Co.), Apollo Street, Fort, Bombay. 

The Bombay Telephone Co., Ltd., Home Street, Fort, Bombay... 

The Metropolitan-Vickers Electrical Co., Ltd. (Bombay Branch), 

Jiji House, Ravelin Street, Fort, Bombay. 

Messrs. Heatly & Gresham, Ltd. (Bombay Branch), 204, Hornby 
Eoad, Fort, Bombay. 

Messrs. John Fleming & Co., Ltd., Bastion Road, Fort, Bom- 
hay. 

The Callender’s' Cable and Construction Co., Ltd., KilUck 
Building, Home Street, Fort, Bombay. 

The Pioneer Electric Co., ,22, ChnrcUgate Street, Foi-t, 
Bombay. 

The Eastern Electric light and Power Co., Navsari Buildings, 
Fort, Bombay. 

Brown Boveri H Co, (Bombay Office), Apollo Street, Fort, 
Bombay. 

The Precious Electric Co., 47B, Apollo Street, Fort, 

, Bombay. 

Messrs. Crompton s Bombay Ltd., 86-S7, Apollo Street, Fort, 
Bombay, 

Messrs. Greaves, Cotton & Co., 1, Forbes Street, Fort, 
BombaJ“. 

Messrs, fialraer, Lawrie & Co. (Bombay Branch), 15, Oak Lane, 
Fort, Bombay. 

The Holland-Bombay Trading Co., Ltd., 75, Hornhy Road, 
Fort, Bombay. 

Messrs. Pyne, Hugbman & Co., ltd., 66, Esplanade Eoad. 
Fort, Bombay. 

Messrs. H. L. Eoohat & Co., York Building, Fort, Bombay 

The English Bleotrio Co., Ltd. (Bombay Branch). Sidhwa 
Building, 'Ballard Eoad, Fort, Bombay. 

Messrs. Turner, Hoare & Go., Ltd., Suparibagh, Parel Eoad, 
Bombay. 

Messrs. F. & C. Osier, Ltd., Ill, Esplanade Eoad, Bombay 

• ^ 1 

The Cotton and Commercial Trust, Ltd. Saranp 

& Co.), Ewart House, Tamarind Lane, Fort, Bombay. 1 


Subscribed 
Capital 
(Approximate). 

Es. 2,00,000 

„ 2,70,00,000 

„ 1,50,00,000 

„ 1,60.00,000 

„ 4,60,00,000 

15,' 0,000 

„ 6,00,000 

3,26,000 

„ 8,00,000 

f 

20,00,000 
£ 3.600,000 


Rs. 3,00,000 
£ 1,800,000 
Es, 1,00,000 
„ 6,CO,000 

£ 1,280,000 
Es. 5,00,000 

„ l,00t000 


£ 100,000 
Es. 16.00,000 


£ 2,950,000 

Es. 10,00.000 

«•> aaa 

Hs. 80,00,000 
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Signatory. 

Name of Firm. 

Subscribed 

Capital 

(Approximate). 

E.J. Warren ... 

The General Eleotrio Co. (India), Ltd., 9, Marine Street, Foit,! 
Bombay. 

- 

0. H. B. Thorn 

Messrs. W. T. Henley’s Telegraph Works Co., Ltd., 10, Forbes 
Street, Fort, Bombay. 

£ mm 

P. Kelly ... 

The British Tbomson-Honston Co., Ltd., Readymoney Build- 
ing, Apollo Bunder Fort, Bombay. 

i „ 1-,700,000 

Ditto 

The International General Electric Co., Readymoney Building, 
Apollo Bunder, Fort, Bombay. 


A. E. Wharry 

The Russa Engineering Works, Ltd., Cbaupatty, Bombay 

Es. 20,00,000 

N. J. Cuvseljee 

The Tata Engineering Co., Ltd., York Building, Fort, Bombay 

„ 2,52,000 


Mr. N. Carsetjee* 


Oral evidence, dated Bombay, the 20th February 1922. 


17193. Mr. Cursetjee, you represent 

til© principal users and suppliers of electrical apparatus 
in Bombay ? 

A, Yes. 

17194. Q. A list of the signatories to the representa- 
tion to the Fiscal Commission is given in your written 
statement. Do you appear on behalf of all those signa- 
tories ? 

A* I appear on behalf of the sub- committee which was 
chosen by the signatories. Before the memorial was finally 
printed every one of the signatories bad identical copies. 
We had to go through that procedure because unfortunately 
up to date there has been no regular Association in any 
town in India which represents all the electrical interests. 
The electrical interests may be divided into three classes : 
the supply companies, manufacturers and dealers. Some 
of the manufacturers are already members of British and 
^Foreign Electrical Manufacturers’ Associations. Therefore 
lihey cannot always join the local Association unless it has 
been established for some considerable period. 

17195. Q. As far as I understand your complaint is 
against the manner ih which the existing TariS Act is 
applied. 

A^ ISfdt exactly. It has often happened that when 
revenue is wanted customs duty is increased. For instance, 
it was increased last year suddenly from 2^ per 
cent, to 7|: per cent, and in the case of some from 7^ to 11 
per cent. This has a wy serious effect on industries, 
eapecMy in a case like our industry. I am speaking 
of that section dealing with public supply com- 
. ' 'wild -xhay uot he getting sdl their plant out in one 
paithsote 'Jtar* Praotically none of the equipment of all 
wshppl^corapameacaiii he shipped inside a year. The 
whole We^ aboht toes years: You cau 

safely take three yeate as the minimum. Before that 
scheme Is started Government insists on putting in our 
l&iftse the ihaximurn ?at«s of supply. Goferiainent 
^ av^^ after a license is given to inOrease those rates. If in 
thepedodof three years, as has happened in the past, the 
rates ai% faereased, we are severely handicapi)ed. 

17196. Q. 1 chu see H. But my question was this, that 
so far as I oaa iudge from your written statement, your 
gridvanoe really i« as r^ards the madaer ih Which the Tariff 
Ad k applied ; that k to say, you are complaining that 
the rates are raked but that the masiinum charge which 
YOU axe permitted to make is not altered. That is all exe- 
cutive, k it not P 

A^ Not in the way that mechanioal people can get all 
their things at a much lower rate. They ate * the people 
whom W8 are in competition with. For instance, take gas. 
Thrre has never been any high rate put od gas pipes. 
Where there is a competitive tender between gas and cleotrio 
supply it is unquestionable that, were it not for the ques- 


tion of price, the electrical manufacturers would be able to 
have a chance of competing. 

17197. Q. You think that the recent rise in the tariff 
rates has affected differently one class of suppliers to the’ 
detriment of another. 

A» It affects the mechanical people more advantageously 
than the electrical people. I may say that the position of 
the electrical industry in India in comparison with the rest 
of the world points to the fact that the actual study of 
the growth of electrical appliances is sufficient to warrant a 
uniformly low rate, whicii will, in spite of any trade de- 
pressions, give you a steady and gradually increasing 
revenue and consequently not necessitate any sudden, 
fluctuation even from the point of view of finance. 

17198, Q. Don’t you think that that argument can be 
applied with equal force in regard to all imported 
articles ? Tlie Government require revenue and they revise 
their tariff rates, and all the imports come within the pur- « 
view of that revised policy. Every importing firm can very 
easily point out that they are adversely affected. 

A. But the figures with regard to other industries have 
not, as it were, a continued rise in total value as is the case 
with regard to electiical apparatus. 

17199. Q, At present everybody is finding that the 
actual prices of all imported articles have risen since the' 
war and are still maintained at two or - three times their 
pre-war level. 

A* Certain industries are not showing the same steady 
increase which uurs is showing, Sir. For instance, take “ 
the question of increased railway rates. That may work in 
a contrary way. That may mean that coal will'come in at" 
a nmch more expensive rate. - We ere working UTider a 
license and are not in a position to increase the rates. The 
supply com;ganies " are hampered by that. They are in- 
directly paying additional revenue, paying the increased 
railway rates and also paying a higher rate of duty. 

17200. Q, If you take pointhy point without 
them "up it Vfid come to this. You are compldiiiih]^ as 
regards the^ rates of your license. As a matter of fact I 
know that in some cases-fhe maximum rates have been in-“^ 
creased by executive orders by the Local Government. The 
miestion is one for executive* orders by the Governor in 
Council or' hj" the 'Govemor-^Seneral in Council. As a 
matter Of fact' your own statement shows that so re- 
ceiuly as November 1921 Government met your demands 
to a certain Extent. * 

A. But then we may say that the recent resolution of 
Government dealt with an outstanding question and ■ 
the result of some representation three, or five year)? 

17201, Q. You are right. But what I want to , 
this. Have you got any grievance or 
the tariff policy which we are asked to enqfere^itd’^^l'tii 
regard to which you wi^t the Commis^ern’s ? In youf 



statement you indicate the various articles on which 11 
per cent, is being levied now, and which ought to ha 
classified under the 2 J per cent list. That is not a question 
at all of policy. It is a question of the application of 
the Tariff Act. If you have got any complaint to make 
as regards the general poli'^y which ha‘^ been pursued by 
the G-overnment of India so far and indicate what policy 
your trade requires for the future in the interests of 
India we are prepared to consider it. 

A* One^ of the points for the consideration of the 
Indian Fiscal Commission is the fostering of Indian 
industries. 

172)2. Q. If you can tell us how the present policy 
should he modified with that view, we are prepared to 
consider it. 

A* We feel that the making of all electrical apparatus 
in every form, especially i;i the form of motors, and 
distributing the power available in as cheap a form as 
possible to the (.‘onsumer are absolutely essential to the 
industrial regeneration of India. 

17203. Q. The complaint that >ou make is that higher 
duties are being levied on articles which you import for 
purposes of your trade. Can you tell us wiiat prospects 
there are of your own companies manufactaring thei^e 
articles instead of having to depend on foridgn imports ? 

A, With regard to the manufacture of these articles 
locally, it is bound to come in course of time. But the 
majority of the electrical apparatus imported at p.-esent 
is of a very highly specialised nature. Also it is an 
industry which it is essential should have a very high 
standard of research work at its hack. V/e feel that the 
electrical manufacturing industry will gradually make its 
way felt. For instance, the railway companies are making 
some of their smaller fittings out here. Some of the 
bigger supply companies are making tbeir fittings out here. 
The industry will come in very gradually on conditions 
becoming more favourable for particular manufactures. At 
present no electrical goods are manufactured in India 
on a regular scale. Such manufacturers as there are have 
their books more than filled up by orders which are of an 
urgent nature or of a special type which can he made here 
rather than made abroad. 

17204. Q. And so you desire that the import duty 
levied at present on your imports should be reduced? 

An it should be as low as possible. 

17205. Q. It should bo cut down to the lowest figure ? 

An Yes. 

17206, Q. What effect would this reduction have on the 
prospects of manufacturing these articles here ? 

An It won’t have any effect. 

17207. Q. Would it not have any adverse effect ? 

An I should not say that, from my experience. For 
example, the companies which have started work on proper 
lines in India have got their books full up with orders 
in spite of the present conditions of highly specialised work 
and research abroad. 

17208. , Q. Do you think that these companies will be 
getting fttll orders though the present duty is reduced ? 

An Ye« ; the freight alone gives them a protection of 10 
to 15 per cent. The freight on electrical goods is relative- 
ly rather high because of special packing, etc. 

17209. G- This is the first time that we hear that 
industrial development in India will be promoted by a 
reduction of the present tariff duties. 

An It won’t be promoted, but I am saying that it 
cannot be stopped* 

17210. Qn You want either that the present tariff rates 
should be reduced to a minimum or that your maximum rate 
should - he increased ? 

An Ko, Sir. Maximum rate is not exactly a function of 
this particular Commission, nor would it affect all the 
signatories. , It would only benefit tiie supply companies 
at the expense of the consumer. 

17211. Q. Then you are pleading here in the interests 
of the consumer to give them cheap supplies of electrical 
power? 

Yes, Sir. 

17212. Qn By means of a reduced tariff rate ? 

An It will not oniy affect the supply of power, hut the 
purchase of apparatus on the consumers’ account. 

17213, Qn And so it will cheapen the supply to the con- 
sumer? 

An Yes., 

17214. Maneehjee DadahJio^. — Q. I understand 
that your principal grievance is that main electrical machi- 
nery is charged at 2^ per cent., while the subsidiary parts 
required to work that main plant are charged at 11 per 
cent. 

AL Yes. 


17215. Q. You want a reduction of this 11 per cent, to 
percent.? 

An Yes. 

17216. Q. Does this involve any question of fiscal 
policy P 

A. Except that from the point of view of encouraging 
industries we would prefer an authoritative body like this 
Commission to make a statement that in your opinion the 
electrical industiy is one which it is essential to foster at 
as cheap a rate as possible to the consumer. 

17217. Q. You don’t mean to saj that by radumng the 
duty from 11 per cent, to 2| per cent, on certain parts of 
the machinery, the general consumer will get the energy 
at a cheaper rate ? 

A. Excuse me, Sir. I have definitely separated in our 
estimates what would be called parts. You can take it 
that 60 per cent, of the capital outlay on electrical appara- 
tus consists of distributing apparatus. After toe sub- 
mission of cut* evidence, we made out a sketch showing 
the various items starting from the engine to the driving 
machinery side by side for the mechanical drive and the 
electric drive. 

17218. Q Are you not much better off than the 
mechanical people ? 

An No. There are six sections on the mechanical side 
all of which come in at 2^ per cent. In actual practice 
we have found that there are as many as 13 various essen- 
tial sections through which electric energy has got to pass. 

17219. Q. Have you got any plant here for the pur- 
pose of making these parts in India ? 

A. For instance, all the big companies make their own 
Spare parts ; tho railway companies and the big supply 
companies also make their own spare parts. 

17220. Q. Have you got any public company? 

An The public have to import. The minor agents are 
all putting in small factories of tbeir own. 

17221. Q. You won’t be able to meet the requirements 
of the whole country for years to come. 

A. As soon as the capital is available, it will he 
possible. 

17222, Qn There is nothing to prevent capital from 
going into it. I understand that there is no means of turn- 
ing these things out in India for several years. If that 
is so, why should the revenue he sacrificed ? 

A. Because you are, by making electrical energy 
cheap Shd electrical apparatus cheap, getting the 
industries further ahead. If I am allowed, I can give you 
a particular instance. In Bombay during the war 26 
mills were worked with electric power. Had these mills 
not had electric power one of two things would have 
happened. Tbey would either have stopped or so much 
more Indian coal would have been used. Now all over the 
world electric industry is being used from the point 
of view of conserving national resources. Therefore any 
industry, anyt)nng which tends to cheapen eleccricity, 
will almost invariably tend to the. preservation of national 
resources. 

17223. Qn I quite admit all that, but as a matter of 
fact this 11 p<*r cent, duty has not in any way interfered 
with or stopped or retarded the growth of electrical works 
in India, has it ? 

A. It has stopped the growth of electrical works in 
India. For instance, there are many small towns in the 
districts which should have their electricity supplied just as 
they have in England and America where they have not 
got coal near by. 

17224, Qn That has nothing to do with the duty. 

An Those have been ret-^rded for the ... . 

17225- Q. Let us confine ourselves to the duty only. I 
want to know whether the duty has affected the industry. 

An It has pul up the cost by 10 per cent. 

17226. Q. Every industry has to put up with this- 
increased cost. You have got no special grievance, or a case 
to enable you to be differentially treated. 

An There is one more point. 

17227. Presidentn-- Q, Let me ask one question. Your 
contention is that if the concessions you are asking for are 
allowed you will be able to supply power for manufactaring 
purposes to industries at lower rates thaa you are able 
to supply them now. 

A. Yes. 

17228. Q. To what extent ? 

A. We will be abb to supply power at a lower rate or 
‘increas© the amount of power and make fxtenaions avail- 
able wbich are not at present commerci-illy feasible. For 
instance, take the tram works. The extension of tramways 
involves a tremendous amount of capital, and when a high 
duty is levied on tramway materials it does retard' the 
extension of tramways. Take telephone works. The au^ 



iaaatio exoTiange, if ib is going to be introduced, would neces- 
sarily cost in the first instance mucli more per unit than 
tbe old type, and if you are going to supply labour and gire 
modern conditions to India, we waut to biing tlie prices of 
these things down, ’In that respect we do feel that, though 
we will not be able to give a reduced rate in money, we 
will give a reduced rate in this respect that we put forward 
extensions and up-to-date conveniences and up-to-date 
conditions at a hisrher rate than is being done at the present 
moment. 

17229. At a higher rate ? 

A* I mean higher speed. 

17230. jSzr Mamohjee Dadallioy, — Q. The present 
electrical companies are full of orders ? 

A. Yes. 

172B1. Q. They are doing well ? 

A* For instance, the amount of electricity used per head 
of population in India is very low compared to other 
countries. 

172B2. Q. That might he due to many other causes. 
If the companies that are at present in existence have got 
plenty of orders why do they require protection ? 

Simply because we want to improve the standard. 
On that basis I should say that the cotton mills are not yet 
working on a short time. The cotton mills* average profit 
ij higher than the average profit of the electric power 
suppliers 

' 17283., Q. This is a new industry and a highly specialised 
industiiy in this country. People cannot "take to it 
immediately and capital also won't run to it till people are 
satisfied that these works are paying. 

A* Yes, 

17284. Q. I don’t think that this 11 per cent, duty on 
certain parts has really any effect oF downing it. 

A* Fot the industry such as it is, bat it has prevented the 
industry being used in our opinion for the benefit of other 
industries, if I may say so. 

17235. Q. Do you mean that its more extensive rami- 
fication has been prevented by this high duty ? 

A. Yes. 

17236. Q. Now this high duty v.as only imposed in 
Haroh 1921.' Do yon think that it is time for you people 
to judge that it has done this ? 

A Previous to this it was still 7J per cent. 

17287. Q. You did not complain when there was 7i per 
cent, duty P 

^ A^ Of course there was not the same amount of combina- 
tion, there was probably not the same amount of opportunity, 
and also there was probably not the same amount of 
necessity, 

1723d. Q, I want to fully understand what is your data 
for coming to the conclusion that this 11 per cent, duty has 
affected the industry when there has not been enough 
time to find out the exact position. 

Previously it was Ti per cent., and whenever we had 
questions of electrification, we were almost always up 
against the mechanical drive. We were almost always 
outdistanced on a figure of cost. 

17239. a. Because people are not yet trained up in that 
direction. They have not got that knowledge to know that 
electric drivtf" has got superior advantages, and people 
naturally cling to the old habits. 

A Electric drive ismore expensive than mecliairical drive. 
17240, Q. No wonder, people prefer mechanical drive, 

If they can get it cheaper in any other way, they will 
do that. < 

people favour taking electric drive but 
it fa sdl a Question of coat- The high duty of 
11 e|Eit putf , She coat. 

J7241. Mr, I should like to 

autnniariae ycknp positiQD. Yonr electrical dri^e is more 
expeusive than the mechanical drive. The electric drive 
be availed of by the industrialists to a laiyer exienc 
if "ybt and the mechanical drive people .were put on equal 

A Tu». ^ ^ 

1724^ Q. At present the position is this, that they are 
at m advantage m%h regard to their paying 2^ per cent, 
you pay 11 per cent, in similar cases. 
iJ!l* xea, 

1724$. Q. Your contention is that if a similar rate 
preTOfekthecaseof botKefecfcmd^ would be taken 
gtenler ^Ivaatage o| by isdustrialisU ? 

A. Exactly. 

17244, Q, And thi?, would obviate many difiiculties 
that are at present existing f 
A Yes, , ^ , 

17245, 4- Besides the. use of your electrical power would . 
encourage industrial growtn? 


A. Exactly. , . 

17246. Q, Your contention is, you require this help from 
the Fiscal Commission, — that looking to the industrial inter- 
ests of the country you would rather that the 'Commission 
recommended that this power should be made available to 
the industrialists at a cheaper rate min the first place by 
putting tbe import duty o£ mechanical drive and electri- 
cal drive on an equal basis. 

A, Exactly. There is one point which I want to make 
clear, Generally electrical apparatus is more expensive, 
even f.o.b., than mechanical. Let ns suppose that it is 50 
per cent, more expensive. If you have a 2J per cent, duty 
on mechanical work and 11 per cent, duty on electrical 
work, you are putting up the cost by 65 per cent. 

17247. Q. Making it more expensive means denying to 
tbe industry the advantage which it would otherwise 
derive P 
A, Exactly, 

17248. Q. While this is a matter of classification by the 
Legislature, you would, I think, submit to the Fiscal 
Commission that it should make this point clear to the 
Government in its recommendation ? 

A. Yes. 

17249. Mr. Mant.—Q,. There is a diagram at the end 
of your statement. Does that represent the apparatus on 
which you want the import duty lowered?^ 

A. That shows the value of the electrical apparatus as 
shown by the Customs returns. 

17260. Q. What I wanted to know is this. You want a 
redaction of duty on electrical apparatus. This diagram 
shows electrical goods. All I.^ask you now is whether i< 
is the same thing as electrical apparatus. 

A. At the time of assessing customs duties electric 
machines like Diesel engines are separated from apparatus 
like electric cables, wires, etc., which are assessed under a 
different heading, but this diagram is, so far as we can 
gather from the Customs returns, a collection of all the 
electrical apparatus like cables, etc., imported into India. 

17251. Q. That is suifiicient for my purpose. I ^only' 
wanted to bring out the fact that the diagram does not 
show such a decline that it required special protective 
treatment. 

A, It is not a question of a languishing industry. It 
is a question of being in what we consider unfair competi- 
tion with other industries. 

17252. Q. Your imports are going up by leaps and 
bounds ? 

A. So is the value of every other import* 

17253. Q. You don’t maintain that your industry suffers 
by the tariff, but merely that it is not as lightly treated as 
mechanical industry P 

A. It is being injured in competition with, others.^ A« 

I pointed out some time ago, there is actual competitive 
tender at present between gas and electricity which afibeta 
us because of the increased expense. 

17254. Q. It seems to me that many of the details 
in your written statement" are technical. 

A That is the result of taking facts as they are. If I 
may be allowed to make a suggestion, probably it does not 
come under the purview of the Fiscal Commission. Each 
port should have an advisory board selected by public 
bodies which would keep them in touch with the industry 
and also the industries in touch with them. Probably the, 
difficulties to which I have referred may not have arisen 
had there been such a board, but I am not sure whether the 
suggestion I have thrown out comes within the purview 
of the Fiscal Commission or whether this is an adminis- 
trative suggestion ; buc in the absence of any definite body 
or authouty to whom we can take our grievances ‘ ^ 

17255. Q. Do you mean that you waut to appeal against 
the decision of the Customs Collector ? 

A, Not exactly that. We have no grievance against 
the ar'tual officials because they simply get a statement 
that such and such a thing is' to be assessed ,as eleolfical 
accessories at il per cent, and such and such a thing is to 
be assessed as electrical machinery at 2^ per cen:., and it is 
not their fault ; but if, especially with a growing and Vary- 
ing industry like ours, each body was assisted by • a group 
selecte*! not 4?;omr individual firms, but by public bodies, it 
would help ^toi^emove these anomalies. Since this -tepre- 
sentation. was out, we have had replies both from the 
Government officials like the Electric.il 1 nspeotor and also 
from other public bodies outside Bombay trusting that 
either through our represent ati<»n or directly by Govern- 
ment enactfOeut.t3|jaBe inequalities will be removed. 

17256* Q, I am 'coming to that. These anomalies you 
refer to arise really from having a lower duty on some 
articles than on For inBtan%>it is often diffidultto 

determine what i« » part. I don’t know whether. ' 
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you liave noticed tlie' definition in the proviso in the Tariff 
Schedule. 

A. Yes. 

17257. Q. It provides that only such articles should be 
admitted as component parts of machiuery as are indis- 
pensable for the working of tbe machinery and aie owing 
to their shape or other i- pedal quality not adapted for any 
other purpose. 

A, What we always come down upon is the second 
paragraph. The customs officials and assessors accept that 
it is essential for the operation of the machinery, but 
they say that owing to their shape or other special qual- 
ities they are adapted to other purposes, which seeing 
anomalous. 

1725 S. Q. If you want to prevent others from importing 
those things as component parts and using them for other 
, purposes, what would you do? It is very difficult for 
the customs officials to £now from their appearances that 
they are not going to be used for any other purpose ? 

A, Take the case of guardrails to the idesel engines. 
Guard rails can he used for certain other purposes, hut 
on the other hand Diesel engines without guard rails 
would be practically impossible. Because certain^ com- 
panies definitely specify theb* guard rails they are imme- 
diately penalised by having to pay at the higher rate 
because the customs officials say that guard rails can be 
used for certain other purposes. Cases are on record 
where the guard rails and other accessories have been 
simply invoiced^ as Diesel engine parts and they pass 
through. Now if a complete order is pliiceit for one item 
and if it is not imported as a separate spare, it should be 
imported at the same rate as the major plant, and then 
another question comes in, the impossibility of 
assessing it. We place an order for the whole and we 
cannot give the value of a part. 

17259. Q. You are claiming in one place that tlie oil 
should eome in as a component part ? 

A, Yes. 

17250. Q, Surely the oil can he used for other things ? 

'A, Even if you get it at Rs. 5 per gallon, it would not 
pay you to use it for other purposes. 

17261. Q. However, my point is that the Legislature 
found it necessary to limit very carefully the special conces- 
sion given to the machinery and you propose to extend it. 
It would very likely lead to difficulties. 

A, Hay I answer this by another question? Hare 
definite figures b,een prepared showing whether the 
assessing of component parts of this sort has paid for the 
extra trouble of the assessor T 

17262. Q. I am afraid 1 have not got the figure. 

A» So far as my main complaint is concerned, I may 
say that it does not eTt‘n pay the cost of the appraiser’s 
time in making the assessment. 

17263. Q. Some witnesses have proposed a high duty all 
round as the proper remedy. I^'hat is your view of that ? 

A, That would probably be killing the goose that lays 
the golden eggs, 

17264. Mr, Rhodes, — Q. With reference to the point 
raised in your answer to Hr. Mant, has your committee 
considered the proposed appointment of a Controller- 
General of Customs, and would this help you in any way P 

A, That point I am not exactly ifi a position to reply 
to definitely. I do not understand what is going to be the 
advantage if the Controller-General is not going to have 
a Board attached to him. 

17265. Q. He cannot decide the law, you must under- 
stand that ? 

A, He can interpret the law from time to time and base 
it on technical advice received from other recognised 
bodies. 

“ 17266. Q. India’s tariff: law is exceptional as oompaiod 
with other countries in the smallness and fewness of the 
items. Would you advocate an incivase in the number of 
items as regards electrical apparatus ? 

A, Personally I think that tbe number of separate 
items should be reduced. Tbe larger the number of items 
the larger the amount of administrative expense. 

17267. Q. You want a uniform tariff particularly well 
defined? 

A, We feel that necessity particularly. Our industry 
is complicated. According to the new rule high tension 
is assessed at one rate and low tension at another. 

17268* Q. Can high tension be used for low tension? 

A. It would^ not pay. 

17269. Q. Your committee consists of well-known names, 
and if you put up a recommendation to Government to 
increase the number of special items, that would save a lot 
of letterwriting that you referred to. 


A, We have sent in this evidence and we propose to put 
this representation before the Customs Committee sitting 
in Calcutta. 

17270. Q. You have not drawn up a list which would 
increase tbe heads of schedules? 

A, Tiie Secretary of the British Electrical and Allied 
MaiiufacTurers Association Committee sent a rt presentation 
on the Sth of August 1921 dealing with specific items 
which they separated into aomdthing like 7 schedules. 
There were something like 25 items. 

17271. Q. Do you advocate that ? 

A^ Our committee has not gone into that in detail, but 
we certainly feel that whereas the definite separate groups 
should not he too many, each group should have a larg 0 , 
number of definite items mentioned in it so as not to 
leave any doubt in the matter of assessment. On the 
other hand, we feel that, however you may arrange the 
tarilf schedule, an advisory board would be of advantage 
both to the Customs authorities and to the industry. 

17272. Q. I gather from your statement that you advo- 
cate that the Customs authorities should take into account 
the purpose for which an apparatus is applied. The 
Customs authorities, on the other handt are very emphatic 
that no such distinction should be made. They are afraid 
that they will not pay the duty once the goods have left 
the Customs. 

A, But even to-day the Customs give a rebate on Rail- 
way and Government plant. 

17273. Q. Do you mean plant imported on Government 
account ? 

A, They are imporled for public service. Among the 
signatoiies to this evidence are public companies which 
run public services. Take trams : they are in direct 
competition with the railways. 

17274 Q, Will you advocate special people having 
special concessions ?- 

A, Well, our committee has not definitely discussed that 
point and asked for any definite opinion on it, because for 
one thing if you accept that principle, you are going to 
hit the local dealer. I may say this personally in connec- 
tion with this point. In connection with Glovernment 
work, if you send for a tender and ask local people to 
quote and ask the principals in England to quote, the 
prices in England would almost invariably be cheaper, 
because they will invoice the order as f.o.b. and it will 
pass through the Customs either free or at 2 | per cent., as 
Jhe case may he \ hut the local dealer will have to pay more. 
Therefore we have left that point over. 

17275. Mr, JSeshagin Ayyar^ — Q. I want to ask you 
only one question in the direction in which Mr. Jam- 
nadas took you. I take it that your position is this : that 
while revenue will be raised by a high tariff, it will be 
better raised by reducing the tariff on electrical apparatus, 
because more power will be used by mills and other bodies 
and tliereby there will be more production in tbe country. 

A, Yes. 

17276. Q, Therefore, what is lost by a reduction in the 
customs revenue from 11 to 2 | per cent* will be more than 
compensated by what would be gained by increased * pro* 
duction in the country. 

A* Yes. 

17277. Mr, CQyaj€e,’-'Q,, If we can get to the mtiomle 
of tbe economic principle which underlies lower duties on 
machinery and component parts, then we can apply it to all 
the cases which you have put down. Now the economic 
principle on which lower duties are levied on machinery 
and component parts is found in Sir James Westland’s 
speech when he introdunedr this principle for the first 
time in our tariff system. The principle is this : The 
ground of exemption for machinery^ is that capital should 
be encouraged to go to the larger industries,” Therefore 
that machinery which is used by large scale industries 
should be exempted from the higher rates. Now pro- 
■ ceeding to apply it to your cases, obviously telephone 
apparatus and tramway material ought to be charged 
specially low rates, because they are large scale industries. 

A, But how are you going to differentiate Sir. Take 
a telephone installation for a big group of ^^ffices. If they 
want to put up a 100 line telephone exchange privately, 
would you say that it is a private shop ? 

17278. Q, No. You must take the teleplione industry as 
a whole. The whole telephone industry must get the benefit 
of ths lower rate. Let us apply the principle as we finU it 
in Sir James Westland’s speech. When machinery is 
applied to bigger industries it should be charged specially 
low rates,-— that is the principle, ' Let as take case after’ 
case and apply this principle. Then, t^epbone, - 

way material shotdd have lower rat^* 'y" ■ 




A And others should he high. 

17279. Q. Ho. I am not saying that. Ifc is for you to 
suggest which of the other items are pre-eminently used 
in large scale iudusiries. My suggestion is, you should 
take^ the various heads of the Customs schedule into 
consitierati on and applv ^his principle to each case. 

A. That is, admitting that we agree with tJic basis that 
the lig industries should be fostered and the smaller in- 
dustries are not encouraged. Our group is just as been to 
assist the small man as to assist the big man. I feel that 
gradually every small town,— even so small as Kalyan, — 


should have its own electric Supply. Personally t cannot 
accept the principle *of assisting au industry because it 
is big. 

17280. Q. Ho. What I suggest is that the principle 
I have mentioned will cover almost all your cases- 

A, Our memorial has been drawn up on the has*s of 
supporting the big man as well as the small man. 

17281. Q. I suggest that the principle laid down by 
Sir J ames Westland would cover all your cases. 

A. If it covers, it is all right. 
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SUPPLEMENT IL 


Copy of a letter No. 277-R., dated the 22nd March 
1922) from the Secretary, Indian Mining Association, 
to the Secretary, Indian Fiscal Commission. 

The Secretary to the Sub-Committee appointed by 
the principal users and dealers in electrical apparatus in 
Bombay, has favoured the Association with a copy of 
the Sub-Committee’s representations of 26th January 


1922 to you, setting forth some of the disadvantages 
under which the electrical industry is suffering owing 
to certain anomalies of the present Customs Tariff. 

I am directed to inform you that the Committee of 
the Indian Mining Association support the above re- 
presentations, and trust that they will receive favour- 
able consideration. 


17284. SUPPLEMENT HI. 


Copy of a letter No. G.-467 — 22, dated the 22nd/ 24th 
March 1922, from the Director, The Tata Iron and 
Steel Company, Limited, Bombay, to the Secretary, 
Indian Fiscal Commission, Camp. 

We have been favoured with a copy of the repre- 
sentation submitted to you by the Sub-Committee 
appointed by the principal users and suppliers of elec- 
trical apparatus in Bombay. On the whole, we are 
in entire sympathy with the representation made by 
them. Wc have had to engage ourselves in long cor- 
respondence with the Customs officials at Calcutta, 
the Board of Beveuue ai3d the Government of India 
in pointing out the indiscriminate application of the 
higher rate of duty on various shipments received by 
us where only the lower rate was leviable. In several 
cases, the Customs Authorities themselves or the 
Board of Bavenue, Bengal, on appeal agreed with our 
contentions. Where, however, thfese authorities were 
unable to do so, we bad to approach the Government 


of India with the result that that Irovarnment ap- 
pointed a Committee who were to have met in Cal- 
cutta on the 7th instant to consider this subject. 
We have not so far received any report of the pro- 
ceedings of that Committee. 

We would however point out that no reasoned prin- 
ciple underlies cither the present tariff for electrical 
machinery or its application. We can see no valid 
reason for differentiating between the electrical and 
steam power plants or for favouring mechanical rather 
than electrical transmission. We have already on 
several occasions urged that the real te«t in the case 
of machinery should be the declaration of the importer 
of the purpose for which it is to be used and that 
electrical machinery that is in fact intended to be 
used to create powder and is so used, should be ad- 
mitted on the lowest scale. We therefore desire to 
associate ourselves with this representation. 


17285. SUPPLEMENT IV. 


Copy of a letter No. 20-C. — 19, dated the 23rd February 
1922, from the Karachi Chamber of Commerce, 
Karachi, to the Secretary, Indian Fiscal Commis- 
sion, Camp, India. 

A copy of the representation, dated January 26th, 
1922, made to the Indian Fiscal Commission by the 
principal users and suppliers of electrical apparatus 
in Bombay has been forw'arded to this Chamber, and 
I am directed by my Committee to state that this 
Chamber is in agreement with the views expressed 
therein, and desires strongly to support this repre- 
sentation. 

One of the principles which govern the admission of 
certain classes of imports (e.p., machinery) at per 
cent, ad valorem Customs duty is that these imports 
represent fixed capital directly employed in the pro- 
ductive industries of the country. My Committee 
quotes the following from Sir James Westland’s 
speech in the Legislative Council in the year 1894 


“ Looking to the fact that there is a certain amount 
of capital which is seeking investment in some produc- 
tive line of business, want to attract that capital 
to those lines of business in which India is interested, 
or at any rate to prevent it being discouraged by the 
weight of any additional taxation.” 

The Electrical is certainly a productive industry 
W'hieh it is desirable to encourage and the major por- 
tion of the plant and materials imported f6r eleotric§tl 
purposes represents fixed capital directly employed 
in such industry. 

To take the case of Electric Lifts. The high values 
of land in large towns necessitate high buildings for 
which lifts are necessary. If they could be imported 
at 2^ per cent, instead of 11 per cent, duty the cheaper 
resulting cost v/ouid tend to encourage house building, 
which is itself a productive industry reserving of spe- 
cial encouragement in the present- very great shortage 
of house accommodation. 



Witness No. lid. 


JAMSETJI ARDASEER WADIA, Esg., No. 13*?, Esplanade Road, Bombay 


Written evidence dated the IS^h December 1921. 


17286. I am, generally speaking, in favour of pro- 
tection and I do not think that any purely agricultural 
country can have prosperous industries within a limited 
time without protection. I am also of opinion that 
there is no large civilised country to-day which is 
purely free trade like India. I also most emphatically 
deny the right of England to consider herself a free 
trade country before the last war or since. In my 
opinion she has been a protectionist country under 
the deceptive and cunning guise of her so-called free 
trade. Let me make my meaning clear. Lancashiie 
lias been protecting her cotton indindry by compelling 
India to be on a free trade basis, so that wc may 


consume her goods in ever-increasnig quantities ins- 
tead of supplying our own wants by extensive cotton 
manufacture, which we are in a position to do to tlio 
extent of about 80 per cent, if we had i^rotection. il 
Lancashire honestly believes in free trade, why sliould 
she whine, which she is doing to-day at the recent in- 
crease in import duties which are levied for levenue 
purposes in India? I have before me a LonJou Reu- 
ter's telegram, dated the 22nd Kovernber 1921 which 
runs as follow's : “ A joint meeting of the Cotton Eni- 
ployers and Workers’ delegates in Manchester unani- 
mously passed a resolution protesting against the 
continual imposition of Indian import duties on cottons 
without equal countervailing excise duties and demand- 
ing abolition or substantial reduction of the duties. 
The Committee w^as appointed to organise agitation 
, against the duties in and out of Parliament.” You 
will thus see how Lancashire has been protecting and 
wants to protect her own industry under the hypocriti- 
cal guise of free trade. It may be said that Indian 
industries have also progressed. No doubt they have, 
but our progress is nothing compared to w'hat it might 
have been under protection. Look at the achievement 
of America. She has no doubt natural advantages in 
raw material-; so have we. Japan is more or leos like 
England. She has no raw material, and she has like 
England a very limited home market. In spite of all 
our natural advantages such as cotton, coal, labour, 
capital, and above ^1 home markets, Japan has dis- 
tanced us owing to protection, and she has done the 
same thing with Lancashire in spite of her “ Age- 
worn ” skill. 

17287. A few figures will convince you as to the truth 
of my statement. In 1877 Bombay shipped to Japan 
142^ bales of yarn; in the year 1887, we shipped 39,730 
bales to that country; in 1889, we shipped 62,220 
bales. That was our highest shipment; then the de- 
cline commenced. Id the year 1899, our export to 
Japan fell to 250 bales per annum; in 1904 w'e shipped 
only 3 bales and since then practically nothing. Now- 
turn to Japan’s consumption oi Lancashire yarn. Li 
1877 Japan took 1'5 crore lbs,; in 1887, 2'34 croro 
^ lbs. ; in 1889 she took 2*68 orore lbs. ; in 1899 she tooK 
1’25 crore lbs.; in 1904 she took 0'80 lakh lbs.; since 
1911 ijot a pound. Now turn to India. We took from 
Lsme^hire m 1877, 3'60 crore lbs. of yam; in 1887 we 
look 4’88 crore lbs.; jh 1889, 4*53 crore lbs.; in 1899 
we took 3*90 crore lbs,; in 1904 W'e took 2*04 crore lbs.; 
in- 1912 took 4*21 crore lbs.; in 1913, we took 3*74 
crore lbs.; in 1914, 3*74 crore lbs.; in 1915, 3*79 crorc 

lbs.; in 1920, 2’2S crore lbs. Now turn to cloth. In 

1877 Japan took from Lancashire 2*71 crore yards: in. 
1887, 6*54 crore yards; in 1889, 8'25 crore yards; in 

1899, 9*38 crore yards; in 1904, 4*23 crore yards; in 

1914, 2*60 crore yards; in 1920, 2*61 crore yards. In 
British India in 1877, w'e took 130 crore yards; in 1887, 
181 crore yards; in 1889, 200 crore yards; in 1899, 218 
orore yards, in' 1904, 225 crore yards; in 1914, 260 
orore yards; in 1920, 137 orore yards. The object of 
giving you the above figures is to show the great pro- 
gress made by Japan with the help of protection, al- 
though she has no raw material or home markets worth 
the name. 

* 17288. For f&rther information I beg to send you 
herewith a copy of the ¥imes of India, dated 22nd Sep- 
tember 1921, in which I have contributed an article on 
the Textile Industry. This article embodies my views 


on various points. 1 do hold that all import duties arc 
a tax on the consumer. If you want an army and 
navy for your protection, you have to pay for them; 
and as industries are equally necessary for the safety 
and the well-being of a country, I do not see why the 
people should not pay for them. India is a poor 
country. I, therefore, think that a heavy duty would 
be undesirable; nor do I think that it is advisable to 
foster any industry which requires more than 25 per 
cent, import duties. India is a unique country, and 
W'e are so situated that in my opinion an import duty 
would not hurt her millions who are too poor to buy 
imports. It was stated in the Supreme Council 
I\rr. R. D. Tata that the millions of India do not con- 
sume annually more than Rs. 15 crores worth of im- 
ports. I believe that figure to bo somew^hat low, but 
I believe that the millions of India do not consume 
nor arc they interested in imports except to the ex- 
tent of about 25 per cent, per annum at the very 
outset. , 

17289. I have before me Review of the Trade of 
India, 1913-14, the last pre-war year, when our imports 
excluding treasure came to about 183 crores, and in my 
opinion a portion of it only is used b\ the millions os 
India. I wdll give you the figures ol! those a]‘ticlos 
which I believe the poor are supposed to consume. 


Dates 




lakhs. 
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Betelnuts 




122 

Kerosene 
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Salt 
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87 
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. 
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All in all about 0*43 crores. As to sugar i have 
omitted that because the poor use molasses, if you 
include sugar, the import of uhich is given at 14*17 
ciores, the total amount would be about Rs. ‘^0 oCI 
crores. ir you add machinery oi all kinds, iron ana 
steel and all railway plant worth Rs. 15*14 crores the 
whole total comes to Rs. 35*74 crores. I have pur- 
posely excluded imported piece goods and yarn from 
JLiancashire and otlier countries as the Indians aia 
too poor to utilize imported cloth and yam which ounic 
to aDout 63*16 crores, 4*16 crores being yarn. 

17290. The population of India according to the last 
-census is about 320 millions, 70 per cent, of which con- 
sists of poor agriculturists and 30 per cent, of non- 
agriculturists. I omit from my consideration tno agri- 
culturist class, and if I divide imported piece goods 
and yarn among the non-agriculturists, it will give you 
an annual average of Rs, 6-9 per head of the popula- 
tion who consume imported cloth and yarn. If i am 
asked how the 70 per cent, of the agriculturist class 
clothe themselves i would sa^v pardy by the use of 
Indian Mill cloth and partly by hand-loom v\ eaving and 
partly by going about in a seminudc state, i will 
give you an idea of the liaiui-iocuii iudu&try oi iudia 
1 tako the following figures from the miliowner's i-e- 
port for the year 19U9 in which \ear the mils pioducod 
in India 65*68 crorc lbs. oi yarn out of wiiicn 19*23 
crore lbs. were consumed in Uil- production oi cloth, 
Rrom the available balance of 46*44 crore lbs,, 23*54 
were exported and 22*90 crorc Ids. were consumed ly 
hand-loom v/eavers. The imported yarn lor that year 
comes to 3*60 crore lbs. the greater pait of vhich vas 
consumed by the hand-loom weavers; so, iJ you add 
that to the Indian yarn consumed by them you will 
find that the hand-loom w'eavers have consumed in all 
nearly 26*50 crore lbs. against 19*23 crore lbs. con- 
sumed by the mills of India. You wnU naturally con- 
sider that, what with imported cloth, wnat with Jae 
output of the Indian mills, and what wdth the produc- 
tion of hand-looms, the shortage of cloth in India is 
great, but that is owing to the extreme poverty of the 
people. Millions are in a condition of semi-starvation 
and millions must be going about in a seminude state, 
and I believe the economic policy and the cuiTency 
policy of the Government of India are responsible for 
this to a large extent. I have no doubt in my mind 
on that point, and I am supported in that belief by 
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Mr, i). M, Dalai, member appointed by the 

(jro^ernment of India on the Babington Smith Currency 
Committee and now a member o± the Council of the 
Secretary of State for India, and by the Secretary of 
State himself. I will quote Mr. Dalai first from his 
Minute of Dissent. Paragraph 10 runs as follows : 

These new currency arrangements must, if continued, 
have disastrous consequences to India and to the people 
of India." They must seriously disturb the relations 
existing between creditor and debtor. They wiU cause 
dislocation and a setback to several Indian industries 
^nd vast continuous losses on the exports of Indian 
pi'oduoe. There is a danger of India's balance of trade 
turning against her and so checking her prosperity. 
And it should be remembered that between 100 and 
200 millions of people Uve on the brink of starvation 
and a great permanent change in the rate of exchange 
must ultimately bring intense distress to millions of 
the helpless masses.’" 

17201. The Secretary of State is no less emphatic. 
In 1919 the Eight Hon’ble Mr. E. S. Montagu in a 
speech delivered in the House of Commons spoke as 
follows 1 “ Hitherto by a fiscal system imposed from 
this country suited to us but not suited to or welcomed 
by India, we have refrained from spending the revenues 
ui India in the development of native industries and 
technical education. We have left untapped and un- 
developed the resources of India which ought to be 
developed at the earliest possible moment. We have 
heard this afternoon that MM millions of this budget 
is for railway expansion in India. Practically all the 
railway plant ougM to bo and could be produced in 
India itself.’* 

17292. In the same speech he stated that 6 millions 
of people died in 1918 from influenza alone owing to low 
vitality, brought on by insufiicient food, and the last 
census shows the terrible death-rate of India which 
must have gone on for ohc last decade since the rise 
in population is just 1 per cent, during the last ten 
years, which compared very unfavourably with the 
previous Wo decades. You have only to glance at the 
terrible rise which has taken place in food-grains 
during the pre-war period and smee. Let me give you 
here the retail food grain prices for India and gold 
prices (Sauerbeck) T^ondon during the following years 


taking 1873 as 100 

Indian Prices. 

London Prices. 

1873 

. 100 

iii 

1894 

114 

63 

1913 

199 

85 

1914 

. 222 

85 

1915 

218 

108 

1915 

201 

136 

1917 

202 

175 

1918 . . . 

270 

192 

I»I9 

398 

206 


358 

251 

1321 . 

410 (Novr.) 

136 (ffovr.) 


Taking English gold prices at 100 in 1913 prices in 
London fell to 183 in June 1921. i will leave this 
subject here for the present. 

17293. Let me give you the figures of cloth and yarn 
. ol Idle Indian Mills for the year 1920. I havo taken 
' figures from tine last Miilowners’ Keport. The quan- 
produced in the whole of India comes to 
$4*27 crore lbs. were consumed in 
dE 88*88 crore lbs. of cloth. About 
Ihsu were exported to foreign countries, and 
bakaoe of 14*12 orom iba. must-have beea:^ used 
by hand-loom weavers.. JEa idie year 1919-20 we 
imported foreign cloth valued at fi4’72 crore rupees 
ym 4'3& otom q£ rupees. The imported yam 
which hftme to only 15 million lbs. aga^t 38 million 
ibs/in the preceding year and 44 million lbs. in the 
year mmt have been utilised by the hand- 
loom weavers. The shortage of cloth and i4 consequent 
deam<^$ In spite of larger output of Indian 
IfiUs will be no4ioed from the following figures. In 
MM4 we had 4,210 millioB 3nachine-ma& yards avail- 
able for the people of India. In 1919-20 machine- 
made cloi^i available for the Indian people including 
imports to 2,4B5 million yards. This shows that 

^erc is considerable room for expansion ia the spin- 
ning and weaving induskies of India, and Ibis ex- 
pansion is bound to take place in the near future pro- 
vided Oovcniment does its duty by the country in 
direction of providing roads, light and ^water in the 


ueigbboui'iiooci of Bombay where a large manutactUf- 
ing Town ought to arise w'ith all the necessary con- 
veniences and comforts for the working people, but 
whieJi are now wanting in Bombay owing to the neg- 
lect of the Bombay Corporation which stolidly refused 
to modify its bunding bye-laws until 1919 although 
advised by the Municipal executive to do so in 1901. 

17294. I am in favour of raising taxation by tariffs. 
We have now an import duty of ll^ per cent, on all 
cotton piece goods ; we have 3^ per cent, excise duty on 
iiidiaii machme-made cloth. Jdoth these taxes are 
paid by the consumer. If Government wanted more 
money, i would raise the import duty to 14 pei; cent,, 
and excise duty to b per cent. The advantage of this 
would bo indirect taxation on the consumers, and a 
help to the hand-loom industry. The consumers cj 
imported goods are comparatively well to do people. 
Xou can tax them. The consiuners of local mndu 
gpods are comparatively poor; so 1 would tax them 
ioss and at the same time indirectly protect homj in- 
dustries. The consumers of the hand-made cloth arc 
the poorest of the poor, and I w^ouid protect them 
against all machine-made cloth. Eor that reason all 
yarns should be duty free as heretofore. I am of opi- 
iuon that w’lth moderate tariffs India is quite in a posi- 
tion to euppiy cotton goods to the extent of 80 per 
cent. When you levy duties all round, you tax the 
consumer and at the same time protect home indus- 
tries. Protection to my mind is not intended to draw 
sunoeams from cucumbers, but to develop industries 
for which a country is well adapted. I would there- 
fore pay particular attentiou to the following indus- 
tries; cotton, sugar, paper, oil, iron and leather. I 
would also foster all factmies for turning out every- 
thing in connection with railways. Millions of pounds 
are now seat abroad which a patriotic and swadeshi 
Government would havo saved years ago. The other 
day India raised a loan of 7J millions at 7 per cent, 
in the London Market. The lenders made it a condi- 
tion that the money should be spent in England, I do 
not blame them for it. They are bound to look after 
Idieir own interest; why then should we neglect ours? 
England is rich and prosperous, not because she has 
free trado, but India which contains one-fifth of the 
human race is compelled to trade on England*s terms. 
Ihink of the advantage which England possesses and 
w’hich will soon pass out of her hands of being the 
shop-keeper of 32 millions of people. She has natur- 
ally taken alarm at the import duties on cotton goods 
and she knows well that as Japan turned her out of 
her markets, w'e are in a greatly superior position to 
do the same to her. 


17295. Tarifis ought to be levied intelligently. Any 
fool can be a free trade. A small duty of say 15 per 
cent, on cotton goods would give an* impetus to the local - 
industry, because w'e are well laid out for it. A 30 
per ceni import duty on sugar w^ould not help us 
much, because we have not got the raw material, and 
what we have is not economically produced. In the 
same way if you have an import duty of 50 per cent, 
on imported -machinery, wo will achieve nothing beyond 
making the article dear to us, because we have neither 
the knowledge nor are we well laid out for it. 


17293. India is a poor country, and as I have said"^ 
elsewhere I am not in favour of high tariffe which a 
rich country like America can indulge in with impunity. 
America is a highly protectionist country. She was not 
only content with protecting her cotton manufactures 


.the result that she is quite independent Lancashire. 
I am at present not anxious about “all 
only about fostering those which are sdr^y 
tence. It is said that if you have impoit duties you 
will be protecting^ eapitaUsts and pen^sing the con- 
sumers. I do not see much force in this, since demo- 
cratic countries like Frame and America, Canada and 
Australia woidd- not hear of such an arrangement. 
Capital alway^ will claim a return. If it does not 
get a return, it will withdraw. If it does get a return, 
and if the return is a handsome one, more capital will 
be attracted towards that industry with the result ^ 
that larger production wdll lower prices. Indian^.!'""’ 
have been making large profits during the wa»,-4^, 
and heavy orders for more macMhIiryhave 
to Lancashire even at very high rates.,; TT ' 
to lower the prise of cloth and y^ ivi 
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production. It is quite possible for foreign firms to 
establish themselves iu India, in case of protective 
tarifis. I would not object to that. English machin- 
ists have established themselves in America, but India 
should have the same right for buying up their pro- 
perties on the same terms as those on which the Colo- 
nies of South Africa are compelling Indians to^ part 
with theirs. 

17297. With reference to question 22 regarding in- 
crease in price owing to import duties, of course, the 
consumer has to face that, but I have already shown 
that the masses of India consume very little of our im- 
ports at present. In fact the masses are likely to bene- 
fit by greater employment of labour and better wages. 

I see nothing but advantage fit)m protection judiciously 
and slowly emplo.yed. You have only to look round 
the world and adopt the same policy which made 
G-ermany what she was before the war and also 
America and Japan. I am also in favour of a ship- 
building industry for which Bombay was so famous 
in years gone by. 

17298. I, however, have one observation to make as 
regards labour. The currency policy of the Government 
of India by closing the mints in 1893 by putting us on 
a gold standard without the gold currency has victi- 
mised labour to an extraordinary extent by causing 
a heavy rise in food grains long before the war. Let 
me once again repeat the figures. Retail food grain 
prices with exchange at 23(J. to the rupee is taken for 
1878 at 100 ; with exchange at 18d. to the rupee in 1894 
food grain prices are given in the index numbers at 
114; with exchange at 16d. to the rupee the index 
number of prices -rises to 222 in 1914. In 1919 the 
iiidex number is 398; in 1920, 358. Since 1894 wages 
have risen barely 100 per cent. I shall however leave 
the subject here at present. I do not anticipate any 
hardship to the poor wage-earner by import duties 
sin^e I have already said above that he is afiected to 
a very small extent by consumption of imports, whilst 
with the expansion of industry his labour will be in 
better request. But I am afraid labour in India will 
always !)e at a disadvantage, and capital is bound to 
exploit labour in the future as it has done in the 
past. The labourer is to begin with illiterate; but if 
hat is removed in course of years I still believe that 
labour in India will be without dignity and without 
adeauate emoluments owing to over-population. 

17299. I anticipate no ill effect on the commercial 
position and prospects of the country through protec- 
tion. In my opinion a moderate tariff not exceeding 25 
per cent, at best will be of immense advantage. I do 
not Ihink that tariffs will help us to bargain with other 
countries, since w^e are producers of raw material 
which as a rule is never taxed by our rivals. . 

17300. With reference to -question No. 30 the proper 
function of export duties is to raise a revenue, and you 
can safely put an export duty on all articles which are 
monopolies more or less. Jute is absolutely an Indian 
monopoly ; te^ is also a monopoly to a very large ex- 
tent, W'percent. of the tea consumed in Great Britain 
is Ihdian or Geylon tea. Bice too could be treated 
moderately in the same way, but I have strong objec- 
tion to an export duty on hide and skin and my ob- 
jection is all the greater because you are favouring 
Indian tanneries and the tanneries of the Empire at 
the expense of the ryot who sells the skin. The best 
wav of protecting Indian tanneries is to levy an im- 
port duty on all leather goods. If that will not help 
them, give them a bounty and England and her Oolo- 
TEiies ought to do the same. If England wants one of 
■"4er key industries to be protected, she should pay for 
it, not make the starving ryot pay as she does now. 

17301. As regards preference, I would be in favour of 
it if India got any advantage, but so far as T can see 
there is no advantage. Take for instance cotton goods. 
We are levying a duty on all foreign imports at the ratP, 
of 11 per cent. If we resolve to levy a dutv of 20 
ner cent, on all goods not coming from England or 
her Colonies, we would make such imports so much 
dearer to the consumer. The economic condition and 
the cost of production are not the same sav in Eng- 
land and Japan. If Japan is producing goods at a 
cheaper rate, why penalise her or rather the consumer 
of her goods in India. English labour is a pampered 
labour and it has been pampered with impunitv be- 
cause we pav for it. It is her consumer wjio pavs 
for her labour and everythin<y else. If English labour 
is exacting a heavier price than Japan for its services 


from its employers or capitalists, it is the consumer 
of her goods who ultimately pays for it. Her cotton 
manufactures are exported to foreign countries to the 
extent of 80 per cent. It is the consumer who pays 
for England’s pampered labour; and the pampered « 
labour is doing no good to England for the simple 
reason that those who have jobs get more than their 
due and those that have none starve. I, therefore, see 
no good in Imperial preference. Import duties and 
Imperial preference are all taxes on the consumer. 
Generally speaking I am not in favour of export duties 
although I have no objection to jute, tea and rice. 

17302. Question 63 speaks of depressed exchanges. I 
am a believer in low exchange. I have quoted Mr. P. 

M. DalaFs Minute of Dissent. I entirely agree with 
him. High exchange is the panacea of all who deal in 
foreign goods, whether they be Europeans or Indians. 
They have all sought it and sought it most selfishly, 
and they have taken advantage of India’s ignorance 
and helplessness. They would have ruined India per- 
manently, if nature had not come to our assistance 
and prevented our wholesale exploitation which they 
sought under the guise of fixity, which the last Cur- 
rency Committee in their report, paragraph 34, said 
was a convenience, not a necessity, India in its opi- 
nio i like other silver using countries did flourish and 
can flourish with a fluctuating exchange. As to the 
advantages of a low exchange, you will find a quota- 
tion by me in a letter on “ Inflation of Prices ” which 
appeared in the Times of India, 1st September 1021, 
copy of which I send herewith. I have quoted in that 
letter amongst other things, the evidence of the late 
Mr. S. A. Bailey of the famous house of Balli Brothers 
before the Fowler Committee in 1898. “ Low Ex- 
change encourages production and stimulates the ex- 
port trade because it enables the producer to get a * 
better price for his produce. It enables India to com- 
pete with other countries which are at a higher stage 
of development. High exchange is practically a tax 
on industry and checks the extension of cultivation. 
High exchange together with high rate of discount 
tends to, destroy a favourable balance of trade and 
to make it difficult for India to pay her foreign debt. 

If the currency policy of the Government is maintain- 
ed, a very severe crisis will ensue. Witness is in 
favour of the reopening of the mints by a gradual pro- 
cess and is confident that that policy will eventually be 
adopted. Witness is not opposed to a gold standard 
for India if it were practicable and if the rupee were 
rated sufficiently low, but a gold currency is not suit-^ 
able for India and a gold standard would break down.'’^ 


I endorse the above to the very letter. In conclu- 
sion, I will permit myself to say this that the present 
economic need of India is a sound currency. Let us 
go back to the 16d. Gold Standard in which I see 
no advantage beyond the convenience of fixity with a 
gold currency. If England will not allow this and , 

•if we are only allowed a gold standard with paper 
currency notes and metallic rupee notes, in short all 
token currencies, then I would reject it and go back 
to honest silver currency and an open mint and put 
up with the inconveniences of a fluctuating exchange. 
The people of India would like a gold currency and 
they had shown great preferencil, for it. In a blue 
hook published by the Government of India in 1913, 
on page 167 you will find the following paragraph : 

“ The latest estimate (1911-12) of the total number 
of rupees in circulation being 180 crores while gold 
and currency notes may be put at 60 crores each, 
the figures indicate that during the year, the grovsih 
of the circulation of silver did not keep pace with 
the growth of circulation of gold and currency notes.” 

This shows the preference of the people for a gold 
currency and also bears out the opinion expressed by 
Sir James Begbie in his Minute .of Dissent from the 
findings of- the Chamberlain Currency Committee that 
the people of India took to gold currency and it was 
‘wrong to flood India with silver token currency. The 
wrong inflicted on India by our currency (juacks has 
)-Bsulted in death and disease. Since the closing of- 
the mints our population is dying faster than ever 
and the last census only showed a rise in 10 years of 
r2 per cent., the lowest on record owing to 'a tremen- 
dous rise in food grain prices. Starvation and disease^ 
aro keeping our population in check, a verv inhumaj^ 
wav of giving effect to Malthus’ deeferin? of 
check on population.- ' ' ■ 



17303. X beg to oSer myself for verbal examination 
f the Committee desires it. 

17304. To THE Editor of the “ Times of India.” 

Sir,— In tbe press of the 26th of August I hpe seen 
5 b telegram from the Associated Press, Delhi, which, 
inins as fallows: ‘^The prices of food stuffs are 
rising and severe famine conditions are threatenea 
unless relief measures are forthcoming. The clerical 
and menial staff of the Government and private 
firms are memorialising for relief.’* 

The question of prices of commodities and their 
rise and fall is always a difficult question, since so 
many factors are to he considered, but to^ my mind 
the most potent factor has been the fiooding of the 
country with token currency. I had been able to 
show that long before the war our food gram prices 
began to rise. The index number for 1873 was 100. 
In 1894 it rose to 114, not a very great change, but 
after the closing of the mints it began to rise. In 
1910 it was 168; in 1911, 161; in 1912, 189; in 1913, 
190; in 1914, 222; in 1918, 270, and it is said 
officially that the general average price during the 
first half of 1019 shows an increase in the prices of 
food grains which advanced liy 110 per cent, as com- 
pared with 1913, the pre-war year; but you will have 
noticed that in the year 1894 the index number stood 
at 114 and in 1913 the index number went up to 
199, and that was before the war. Professor C. F. 
Bastable, M.A,, Queen’s College, Galway, in his 
article on money, says There is, however, a 
peculiar feature in the case of money whicjili arises 
from its position as the medium of exchange, vie., 
that money is so to say in a constant state of supply 
and demand sinc^ its principal service is to act as 
the means of purcliasing commodities. From this 
it follows that the factors which determine the value 
of money within a given time are the amount of 
money in circulation and the amount of goods' to be 
sold ** That hasl exactly happened in India. We 
have increased the quantity of money in circulation 
which is very easy to do with token coinage and we 
have thus appreciated commodities which has been 
done artificially. You may say that England, 
France. Italy and Germanv have all got paper 
f'urrencv and t^ey h'^ve nil depreciated the purchas- 
ing power of their currency. They did it dnrins: th<=* 
wav and out of sheer helplessness. We depreciated 
our currency in times of peace, and through mere 
ignoraiw'o and cussedness. Before T give von the 
index numbers of the holHgereut countries T should 
like to draw vour attention to the increase in the 
Indian curreiw during different periods. You mav 
make what allowance you like for increase of popu- 
lathm and of commerce and industry. 

Figures are as follows: — 

PoTrtilattoa . 

5nilioTi«$ 

Rmsees In Clrcnlation 
ITotffl In CiTcnlation 
Food Orftin "Prioi^ 


1780S. I beg to offer myself for verbal 
reearded as more or less permanent. The total 
amount raised for war was about £6,8(M,0W,000, part 
lent by the public and part by the 
address to you last year 1 endeavoured to shew t^t m 
the chain of events tlds borrowing was the primary 
cause of the great inflation which took place. As 
the loans remained outstanding after the conmo- 
dities bought had been consumed we reached a true 
condition of inflation and immense increase of Pur- 
chasing power relative to the amount of commodities 
availaWe for purchase. The Government was forced 
to have recourse to the _ Banks and the loans were 


ia94 - 

1012 

1914 

1921 

294 

S15 

ms 

•SSO 

120 

240 

272 

200 crores. 

so 

«1 

m 

175 crores. 

114 

189 

222 

270 in 1918 


And dunng the hf*lf of 1919 hundred and ten per 
more than 1913, the index number for wffiich 
199. Token rupees in circulation are variously 
^r. B. M. Dalai, in bis minutes of di**- 
liwCS the figure at 400 crores. Mr. K. T. 
'BIA., .B.Sc., in his book called ‘'Sixty years 
of Indian Finance,” gives the token rupees at 300 
crores, Mv figure is 260 crorSB and I have iiot it 
from an English official friend who is an I.O.S. To 
be brief, in 1894 our currency, note and coin was 
160 crores: in 1912, 301 crores; in 1914, 338 crores; 
m 1921, 435 crores, Unless you can show that our 
commodities have increased in the like proportion to 
the increased volume of currency it is natural that 
we should have high prices. The same thing has 
happened in England, but that was owing to war 
conditions. I am nuotintr from the da.t<»rl 

29tb January, 1921. The Honourable B, 

McKenna, speaking at the annual meeting of 'tbo 
London Joint Citv and Midland Bank. Tjtd,. aniongs+ 
other things, said: "Tnfij-tion is alwavs assoriated 
with rising prices and deflation with falling prices.” 
Further he said “but it must never be left out of 
sight that the infiation which I will call gneoulative 
infintion is necessarily onlv temporary, wberea.s t^e 
irfintion which to distingrpsh it fn its onuses from 


followed by a rise in prices, the issue of more and 
more currency and all the accompaniments oi inna- 
tion. If we increase the commodities available tor 
purchase without any increase of 
we shall deflate and prices will fall. This is the kind 
of deflation at which we ought to aim— detiatiou 
which will he brought about by a larger supply of the 
('ommodities we all need, a greater surplus for loreign 
export and a larger total of real wealth. 

You will thus see how inflation is brought about. 
Our currency policy is responsible for inflation in 
India before the war, and the great inflation which 
took place during the war. Our Government foUow- 
od a policy which instead of stimulating oim exports 
as recommended by the Bt. Hon. B. McKenna as 
quoted above fixed the exchange so high as 2sh. 
gold which brought about unnatural conditjons and 
great disaster; and all this in the sacred name of 
fixity which the last Currency Committee pronounced 
•it to be merely a convenience. In your issue of the 
23rd August, 1921, in your financial columns you 
give the currency note circulation at 175 crores. You 
give a reserve of silver coin at 70 crores, and silver 
bullion at 4-20 crores, gold coin and bullion at 24 
crores. You also give securities 66 crores held m 
India and about 8 crores held in^ England. 
You give the percentage of metallic reserve 
to circulation at 56*84 which is no doubt a Mgh 
figure; but your reserves whether of coin, bullion 
or securities in silver are all extremely puzzling, as 
far as I am able to judge. It seems to me tha^. 
against your note circulation of 175 crores, you are 
holding silver coins, etc., which are all metallic 
notes. Against one token currency, yon are holding 
another token currency, and yet I sometimes see 
that this is looked upon as sound currency. In the 
Statist of 16th July, 1921, the English currency * is 
given as follows: “The total is recorded at 
£323,498,024 or £42,110,645 below the high record 
of December 22. In striking contrast to the Move- 
ment in currency notes the latest Bank statement 
records a decline of £1,153,000 in its note issue, 
leaving the present total at £127,955,000. Tins 
combined with a slight addition to the coin and 
bullion holdings, increases the reserve by £1,157,001 
to £18,867,000 and the reserve ratio rose from 11*9 
per cent, to 12*2 per cent.” The Bank of England 
evidently is not adding its token coins of crowns 
and half crowns to its reserve as we are doing. T 
will now give you from the Staiid of the same date 
movement of prices in belligerjent countries. 

Expressed as a x>ercentage of 1913. 


1913 . 


United 

Kingdom. 

100 

United 

States. 

100 

Canada. 

100 

Japan. 

100 

France. 

100- 

Italy. 

, 100 

1914 . . 


100 

, 96 

100 

95 ■ 

102 

95 

1915 , 


127- 

107. 

109 

96 

189 

132 

1916 . 


. 160 

12S 

134 

117 

187 . 

201 

1917 . 


-206 

170 

174 

148 

261 

299 

1918 . 


226 

203 

206 

195 

339 

409 

1919 . 


. 242 

202 

216 

239 

365 

365 

1920 . 


295 

197 

216 

251 

m 

624 

1921 . 
JTannary 


! 230 

134 

207 

201 

406 

642 

Feljrcary 


215 

128 

199 

185 

375 

613 

Mardi . 


208 

123 

194 

191 

359 

608 

April . 


199 

117 

' 187 

189 

347 

583 

May . 


190 

115 

183 

-190 

329 

540 

Jnixe . 


. ■ 183 

. . 
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The above figures give you international wholesale 
prices. America practically has recovered owing to 
her sound currency policy and the purchasing power 
of her dollar to-day is about the same as it wns in 
1913. If we had a sound currency, the purchasing 
power of the rupee to-day would have recovered as 
quickly as the dollar, unfortunately ours is a tok^n 
currency which consists partially of currency notes 
and metallic notes, both in super abundance ; and 
when you have token currency you can never keep 
It in control. The of the 29tb January, dis- 



cussing currency problems, says: “That the res- 
toration of the gold standard and the re-establish- 
ment of a free gold market in London must be the 
ultimate goal of our financial policy. The experi- 
ence of the war has proved that no government at 
the present day can be trusted to control a paper 
currency in a proper manner. The sooner, then, the 
gold standard is restored the sooner will wild fiuc- 
luation in commodity prices and in foreign exchanges 
be eliminated, the sooner -will trade be able to move 
with certainty, and the sooner will be the most poten l 
cause of labour unrest, variations in the cost of living, 
be removed.’’* 

The same remark applies to the conditions prevail- 
ing in India to-day. Let us have a single standard 
If you are enamoured of gold standard, which I am 
not since I see very little advantage in it, let us 
have a proper standard that is a gold standard 
accompanied by a gold currency, as strongly urged 
by Lord Meston in 1910 when he was amongst us. 

If England and the world cannot spare us gold 
enough for our currency purpose?, then let us have 
a silver standard which served us so well and which 
inflicted no misery as we know to-day. Exchange 
fell in 1873 from 2M. to 13d. in 1S94, the purchasing 
power of the rupee stood as firm as a rock, 1 would 
go to the silver standard at once and put an end to 
the miseries of people, since the gold standard as 
conceived and worked by our rulers has turned out 
a gigantic fraud. Let me give you in conclusion 
the advantages of a low exchange and silver cur- 
rency as given by the late Mr. S. A Halley hefoie 
the Fowler Committee in 1898. “Low exchange 
encourages production and stimulates the export 
trade because it enables the producer to get a hette.* 
price for his produce. It enables India to compete 
with other countries . ■which are at a higher stage of 
development. High exchange is practically a tax on 
industry and checks the extension of cultivation. 
High exchange together wtih high rate at discount 
tends to destroy a favourable balance of trade and 
to make it difiicult for India to pay her foreign debt. 
If the currency policy of the Government is main- 
tained, a very severe crisis will ensue. Witness is 
in favour of the re-opening of the mints^ by gradual 
process and is confident that that policy will even- 
tually be adopted. Witness is not opposed to a gold 
standard for India if it were practicable and if tVjC 
•rupee were rated sufficiently low, but a gold currency 
is not suitable for India and a gold standard would 
break down.” 

I have written to you a series of letters on this 
subject and tried my level best from time to time to 
expound this subject in which I have taken for years 
a very keen interest. I trust that T have awakened 
some interest in a subject* which ought to be of an 
absorbing nature to our public men, practically all 
of whom maintain a profound silence. 

THE TEXTILE INDUSTRY. 

4 

PBorirs FOR 1920. 

; , 17305, Our valued correspondent, I. A.^ W., gives in 
' the following artiole^an interesting examination of th'** 
condition of the cotton manufacturing industry in 
Bombay, showing the immense profits made during 
the past year by spinning and weaving mills and the 
amounts paid in wages and comparing the position 
with that of the industry in Japan and the TJ. S. A. 

Turning to the future, J. A. W. strongly advocates 
protective duties against manufactured cotton 
imports from Lancashire. 

He finally discusses the high prices of labour and 
the labourer’s food and finds the explanation of them 
in the Government’s currency policy, which he 
severely condemns. 

You were good enougli to publish annual reports 
on the 8th ' of August 1918, on the 25th September 
1919, and 29th September 1920. The profit for the 
year 1920 comes to 16*58 crores against 13*06 crores 
for the previous year. The . spinning mills whose 
number of late years has become very small earned 
a profit of 124 per- cent,, and the shareholders 
received in dividend 55 per cent, on the original 
capital. The profits of the. weaving mills came to 
63*56 per cent, and dividends, a little over 30 per 
cent. This is the first time since 1895 that the 
spinning mills have shown a. better result than the 
weaving mills. In 1918 the spinning mills earned 


a profit of 6 per cent, only^ in 1919 they earned 
.iiJ per cent., in 1920 tfiey have earned 124 per cen^. 
Rs. 6*67 crores were distributed as dividends to the 
shareholders, or 33*24 . per cent, on the paid-up 
capital, and the combined earnings of the spinning 
and weaving mills come to 70*5 per cent. In wages 
wo have given 6*72 crores; in insurance we paid 
28*26 lakhs; as interest on borrowed capital we have 
paid about 80 lakhs, and 1*70 crores have been set 
fcside as depreciation. We have paid in wages the 
following sums in previous years ; 3*76 crores for 1917 ; 
4*02 crores in 1918 ; 5 crores in 1919 ; and 6*72 crores 
in 1920. I give below a comparative statement since 
1905, sho'wing the progress of the industry in 
Bombay. 


Year. 

Less Corn- 
Profit. mission 
Lakhs. 

Less 

Derrjcia- 
tioh Lakhs. 

Spindles 

Lakhs- 

T oomp. 

Wages 

Crores. 

1905 

8*47 crores. 

Rs. 

47 

Ea. 

65 

25*30 

28,000 

2-21 

1906 

3-14 

47 

66*25 

26-14 

28.000 

2-18 

1907 

1*85 

36 

67*70 

26-13 

32,000 

2-17 

1908 

1*31 

34 

72 

27-34 

36,000 

2*19 

1909 

1-21 

60 lakhs. 

80 

74*62 

28-00 

39.200 

2*29 

1910 

26 

75*50 

28-04 

41,000 

2*56 

1911 

52 „ 

24 

77 

28-90 

42,500 

2*56 

1912 

2-60 crores. 

40 

78*12 

28-8.5 

43,400 

2 68 

1913 

1-82 

89 lakhs. 

29 

79’75 

29 25 

45,250 

2*47 

1914 

25 

83-15 

30-09 

49,000 

2*87 

1915 

1 80' crores. 

32 

83 37 

30*00 

52,000 

3*00 

1916 

8-12 

42 

84-03 

30*00 

53,225 

3*18 

- 1917 

6-74 

76 

85*25 

29*33 

.57,900 

3*76 

1918 

4-97 „ 

61*50 

84*82 

28*82 

59,192 

4*02 

1019 

13*00 

131 

86-37 

29 34 

60,778 

.5-00 

1920 

16*53 

153 

170 

20- r 4 

r.0,634 

6-72 


Profits on spinning. 

17306. One need not be si’rprised at tlie large profitK 
made by the spinning mills. I have before me the 
annual report of a spinning mill which on a capital 
of Rs. 2.50,000 has earned a net profit of 
Rs. 21,05,000 lakhs per annum. We have in the 
uhole of India 253 mills with 67*63 lakhs spindles 
and 1*19 lakhs looms, the average number of hands 
employed is given at 3*11 lakhs and consumption of 
cotton at 19*52 lakhs bales of cotton, each bale con- 
taining 392 lbs. In Bombay the average number of 
hands employed Is 140,208 and the quantity of cotton 
bales consumed is 9*57 lakhs. In 1906 Bombay con- 
sumed 11*41 lakh bales; since then we have made 
progress in the extra consumption of cotton. In the 
wild 3 of India, we produced 65*66 crore lbs. of yarn 
in 1919; in 1920 yarn produced is given at 61*73 
crore lbs. or a decrease of about 6 per cent. In 
cloth the same story is repeated. In 1919 we pro- 
duced 39*58 crores lbs. or about 168 crore yards. . In 
1920 we produced about 36*41 crore lbs. or 152 crore 
yards; or a decrease of about 10 per cent. Accord- 
ing to^ the monthly reiiort of the Department of 
Statistics the following figures are given. For the 
year ending 31st March, 1921, the total production 
of yarn is given at 66 crores against 63 crores for 
the previous year and 61*50 crores for the year 
1918-19. As to cloth for the same periods the follow- 
ing figures are given: for the year ending 31st 
March 1921, 36*74 crores, the previous year 38*38 
crores, and the year before 34*95 crores. Our ship- 
ments to China came to about 1,75,688 hales com- 
pared with 270,447 for the previous year. Japan 
iia.s practically ceased to import our yarn since the 
year 1901, and since 1911 Japan has ceased to buy 
ony yarn from Lancashire. 

Looms and Spindles. 

17o(}7. Although America has fewer spindles and 
looms than Great Britain, she is the largest consumer 
of cotton, in the world. Next to her is Great Britain, 
then Japan and after her India. The United States 
and Japan have made great progress and as the 
latter is working her machinery night and day she 
is able to consume a gi*eat deal more cotton than 
India which has a larger number of spindles than 
Japan. The following table would be of some 
interest ; — 


India. United States. Gebat Beitain Japan. 
Spdls. Lms. Spdis. Lms. Spdls. Xms. Spdls.Xms. 

lalc^s. thous. lakhs, lakhs, lakhs, lakhs, lakhs, thous. 


1882 

. 16-S 

10 14 

106 


340 

4-41 

•30 

5 

1892 

. 34 

25 

152 

3-62 

452 

6-60 

-38 

5 

1902 

. 50 

42-5 

200 

4-77 

497 

6*84 

12-80 

5 

1913 

. 66 

94 

30? 

7-09 

584 

7-86 

21*76 

W 

1920 

. 67 

119 

349 

7-08 

600 

7‘98 

33-88 

42*4 


1 

B 

1 

1 

otSOOlhs. 






lakhs. 

lakhs. 


lakhs. 


1 


1920 

• 

18-46 

67-61 


37 
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1 have taken the above figures trom ^ cornp^ 
tion by Messrs. H. F- Bachman & Oo., 61, Bro^- 
wav, New York City. But as regards Japan 
latest figures as per the issue of The 
of the 26th August last are as f “ 
1914 are 23,442. At the end of last year the looms 
are given at 60,583; the consumption during 19^ 
was 19'55 lakh bales consisting of 12-07_ lakh bales 
of Indian cotton, &20 lakh bales of American cotton, 
and 36,000 bales of Korean cotton. 

Indian and Japanbsk Pbogress. 

17308. You can thus see how Japan has progressed 
within the last few years under the fostering mfluenoe 
of protection. India was never given this opportunity 
until now and hence we have lagged behind, in spite 
of ah the natural advantages of cotton and mark^s 
we enjoy on the spot. Mr. B. J. Padshah under the 
patronage of the late Mr. J. N. Tata brou^t out 
a pamphlet in which the annual accounts of 68 mills 
in the Bombay Presidency ""erf examined for a 
period of 10 years ending with lb99 and he says 
that the average earnings came to about 6 per cent. 
If you eliminate the Nagpur Mills it will come to 
6 lir cent, and if yon debit the whole commission 
earned by the agents, the average earnings would 
be reduced to 4 per cent. The average earning o 
the mills between 1905 and 1916 came to about 
12 per cent out of which 6 per cent, wafe 
dmdenas. The profits for the year 1919 and 1^0 
are abnormally large owing to war conditions which 
have not yet disappeared and which may still conti- 
nue in modified form for a year or two more. 
Henceforth 1 anticipate a steady decline in onr 
profits and the results of 1920 are not likely to be 
repeated. Cotton lias also taken an upward turn 
witliin the hast few weeks* and stands to-day at 
Es. 520 for Broach against Rs. 295 in the pre-war 
vear. All the coton producing countries^ have gone 
in for a smaller acreage and the American cotton 
crop owing to bad weather will be one of the smallest ^ 
on record. The American cotton crop for the year 
1919-20 was reckoned at 1*15 crore bales; this years 
crop is reckoned at about 75 lakh bales. For the 
year 1919-20 the world’s production of cotton was 
estimated at 1’98 crore bales of 500 lbs. each, and 
for the same year, the consumption is given at 1*88 
crore bales of 500 lbs. each. The same authority 
gives all the spindles of the world at 15T3 crores. 

Profits and Prices. 

Below is a comparative statement of local prices 
of yarn and cloth; — ■ 


Seiiit-fm'ber 1014 
lOliV 

itne 

10X7 

19X8 

» 19X9 

1929 

xillgaBt / 1921 


Yarn No. lO.*?. Ko, 3*>s. 


Long cloth 


Annas. 

6| 

7HJ 

10- 3 ann is per lb 

T 1) 


Oi 

10-3 

- 



13*6 „ 

> J3 

lof 

15 

20 


20 

27 

. 40 


18 

23 

30 


16 

23 

29 

• »«- 

14 

18 

20 


lioncashire piece-goods for the same years; 1,600 
JLexpmann’s white shirtings is quoted j,s follows: — 



1914 

Bs. 

m 

M .IF 


1915. 1916. 1917. 1918. T919. 1920. 1921. 
Bs. lls. llR- Rs. m . Rs. Rs. 

m 13il 26.} 33i 28 


are the quotations for shares 
m dltoxeint years : — 



X70 S«5 

sa m 
xas 420 
90 ' 220 


T&17. X918, 

R«. — 

mi 

8X71 ^7^ 

sio 

265 280 


1919. 1920. 
R$. Rs. 


mik 

270 


J,»9S 1,9^ 1,850 2.950 2,760 


um 

1,605 

2.6X0 

2.220 

S,042| 

im 

245 

235 

450 

615 

m 

785 

875 

1,470 

X.8S5 

542^ 

400 

530 

670 

865 


X.060 

X.S3.0 

1,250 

670 

5,160 

4,100 

1,040 

8,645 

1JX6 


1921. 

Rff. 

1,X75 

1,720 

2,845 

78 

5.3X0 


3,300 
1,320 
3,705 
1,782 

-Tike ahcfve quotations for shares speak for them- 
a»d no tSbuht the high prices are a reflex of 
prefiit® and largo dividends. Cloth and yarn 
have, not moved up in 83 mipathy with the great rise 
in cotton yarn may have moved IJ ahna per lb., 
but^ doth has not responded at all. An Indian 
gentleman of great abxBty and oonnectod with. one 
of the biggest imroHing Knrdidi firms Bombav 
told that Lancashir-^ cloth of h better qualit^y is 
being offered in the market at Re. 1-8 per lb. or 


lowc-r than Bombay mill cloth w^oh w selUag at 
Re X 11 as per lb. A piece of 8 ^Ibs shirting is 
offered’ at Rs?^ 12 per piece or 16 shillings per 
piece, f. o. b. The same piece during the war 
?ose to 44sh., though before the war and in the earlj 
y^r ofthe war the price was about 6s. per piece. 

Boycott and Swadeshi-ism. 

17810. Of course the present high exchange, he ®aid, 
was helping Lancashire, and he was in hope of a stnl 
higher LeWge which will still further Mp Lanc^ 
shire. He said that 11 per X' 

justly levied on Lancashire goods has to be oomperw 
sated for in some shape or another and he had evmy 
hope of our benign Government seeing to it. ij-e 
nlso informed me that cheap^ as the cloth was; it 
was not selling owing to the f t 

attach verj' little importance to boycott. Its effects 
are temporary and ephemeral, and bound to dis- 
appear in a short time. I have often found intelli- 
gent' people confounding “boycott with Sw.^ 
deshi-ism ”. The former is as good as outting-off 
your nose to spite your enemy. The latter implies 
k legitimate ambition to supply ones own w^ts 
hv one’s own industry whenever possible. Ihe 
termer feeling, vh., of boycott, impels you not to 
buy foreign articles which you need and which you 
are not in a position to make at all or immediately. 
The whole world is keen on Swadeshi-ism, and it we 
had been a sovereign nation like Japan, we would 
have gone ahead. I have often mentioned that we 
exported to Jao.in 62,000 bales of yarn in 1889. 
Since 1901 we have ceased to export any. She h^ 
done the same thing with Lancashire. Since 1911 
she is not importing a bale of yarn from England. 
But she did not burn or destroy or boycott foreipi 
goods. Sbo simply applied imjxort duties which she 
was entitled to do and she extinguished Lancashire 
and Bombay’s trade in yarn. She has left no ill- 
will behind' her, and Lancashire and Bombay are 
still her good friends as ever. Bombay yarn ^ which 
was shipped first in 1877 was no more than 142 bal^ 
which increased to 62,000 bales in 1889 and dis- 
appeared altogether ' in 1901. All democratic . 
countries including England’s colonies are dex^eloping 
their industries through import duties and we too 
have now a modified form of fiscal freedom, thanks 
to the foresight of the Rt. Hon’hle Mr. Montag% 
who keeps telling deputation after deputation from 
Lancashire that he could not interfere with India’s 
discretion to levy import duties for any purpose 
whatsoever. In a recent speech by His Excellency 
the Viceroy delivered to both the Clxambers in Simla, , 
he distinctly said that the fiscal committee was to 
inquire into import duties not only for the purposes - 
of revenue hut for purposes^ of protection. "What 
’ more could Mahatma Ghandi desire This is the 
only way to foster industries. I know of no other. 
It is natural for Lancashire to be* alarmed. 40 per 
cent, of her cloth and 18 per cent, of her yarn are 
consumed by India; and she knows well that with 
moderate tariffs we can shut out 85 per cent, of our 
cotton imports. In your issue of the 2nd Apidl last 
you give a quotation from the Morning Fo$t about 
Import duties. It says, “ Lancashire is at last 
wakening up as to what is happening in India, 
This increase is no longer balanced by a counter- 
vailing duty on Indian manufacture, so that the 
increase from 7j to 11 per cenfi, is pux*e protection 
nor is it mitigated by any imperial preference. To 
impose the duties fix'st and propose to inquire into 
the question of preference afterwards is the very 
worst way of arranging matters Tliie - isaqairy* ^ to 
Lanc^ire trade wiU be immediate. Indian 

cotton manufacturers will* have taken over their 
trade and the relief tiriH come too late;” 


Fkbb Trade and Poverty. 

17811. The trade is ours and why should not we take 
it over from Lancashire wh^ believes in free trade and 
why should she be afraid of what other countries 
are doing by the folly of protection .J’ In the words 
of Mr. Bonar Law, free trade for India was 
hypocrisy. England had no such thing as free 
She was protecting hbr premier industry by . ‘ 
ling, ps to be on a free trade basis 

— of 

India solid treaie:^^' valned’^at 


has . 
have ixnpo: 




76 ? 


about 1,800 erodes, yet we are starving because of 
tree trade, and nobody knows that better than the 
present Secretary of State who is a free trader. In 
“g? speech delivei'ed in 1919 in the House of Commons 
which was then discussing the Indian budget, the 
Rt. Hon’ble Mr. Montagu said, “ Hitherto by a 
fiscal system imposed from this country suited to us 
but not suited to or welcomed by India, we have 
1 drained from spending the revenues of India in 
the development of native industries and technical 
education. We have left untapped and undeveloped 
the resources of India which ought to be developed^ 
at the earliest possible moment. We have heard this 
afternoon that £24 millions of this budget is for 
railway expansion in India. Practically all the rail- 
way plant ought to be and could be produced in 
India itself.’’ This coming from the Secretary of 
State is the greatest, satire on England’s boast that 
she. holds India for India’s beneht. I'or years our 
i>eople have been deprived of their bread which has 
gone to feed the British workman in general and 
Lancashire workman in particular. Is it any wonder 
that we are starving when you take away the work 
worth millions of pounds from the people of India 
and give it to those of England, when she knows 
according to the Secretary of State that we are in 
a position to make all the rail’way plant if allowed 
to do so? One often hears that England destroyed 
the handloom industry of India in the times of the 
East India Company by heavy import duties on 
Indian cloth entering England. India of course in 
pre-British days must have clothed herself and she 
may have sent her surplus production abroad; but I 
believed it could not have been much. I cannot 
liiid any trace ol cotton trade a hundred years ago; 
but the entire trade of India in 1834-35 was as 
follows : — 

1834-35. 

Imports. Exports. 

Cfores Es. 6-15 including treasure Rs. 1*89 (Jrores Es. 8*10 

1913-14. 

Crores Bs. 264*75 „ « „ Bs. 43*44 crores. Bs. 256*12 with 

treasure Bs. 6 crores. 

I have, given also the figures for 1913-14, the pre- 
war period. I, however, find figures showing imports 
of cloth and yarn from the United Kingdom since 
the year 1863-54. The imports for that year are 
1^'99 crores out of which 4*87 crores was treasure. 
Exports came to 2077 crores out of which 1*48 crores 
was treasure. Cotton imports were as follows: — 

crores. 


1863-54 ; 509 

1863-64 11*47 

1873-74 16*50 

1883-84 24*77 

1893-94 . .... 1355 

1899-1900 28*25 

1905-06 3970 

1913-14 66 

1919^20 : 69 


“ Import Duties. 

17312. You will thus see at a glance how important 
the cotton trade is to Lancashire, whilst Japan through 
protection shuts out Lancashire in yarn since 1911 
and reduced her imports of cloth tremendously. On 
''a 'free trade basis £iigland has been able to check 
our Expansion, and yet she pretends that her so- 
called ‘free trade has made her prosperous and it is 
' , bdnfid to have the same effect on us if we had her 
brains. It is said that import duties are a ‘tax- on 
the consumer. Wiiy should not India’s consumer 
pay this tax in common with the consumers of Japan 
or Germany, France or America, or England’s own 
colonies.^ Import duty which makes the article 
dearer. to the* consumer gives a country the indus- 
tries which she needs. Lancashire is now fishing for 
Imperial .preference since she knows that the ques- 
tion of import duties is taken out of her* selfish 
hands. If you give imperial preference to England 
it means that you must ^buy her expensive articles 
in preference to cheaper ones abroad. This wouldit 
be a certain loss to the country. This question 
ought to be very carefully examined, and no burden 
ought to be placed on the country which she could 
not tear. It is said that England in return give 
uar preference in our exports. She buys very little 


from us,_and what she buys she needs. If we 
liei imperial preference; her advantage is sure, ours 
very problematical, it has been said that if we shui 
out tile world's textile trade to a very large extent, 
the world will buy less of our exports since our 
exports are paid for by our inyports. The whole 
world is trading and exchanging' goods. I should 
like to know if Bombay’s trade is any the less wit)j 
Japan who has ceased to buy our yarn, or is her 
trade any the less with England since she has ceased 
to buy Lancashire yarn and considerably reduced 
her import of cloth. The whole civilised world is 
protecting her industries, and tariffs have been most 
vigorously applied by different countries. May 1 asu, 
whether the world’s trade has diminished on that 
account .P The answer would be an emphatic ‘no.’ 
The only difference between free trade and protec- 
tion is this that the latter requires a great deal of 
skill ill the imposition of duties, and no country 
understood it better than or possibly as well as 
Germany. The Times of India once said and rightly 
so, that any fool could be a free trader, but to be a 
skilful protectionist it requires brains of a very high 
order. L will not pursue this matter further since 
His Excellency the Viceroy has recently said that 
import duties should be levied not only for the pur- 
poses of revenue but also for protection. 


LaBOUII A.ND GRAIN PRICES. 


17313. The great danger to the cotton industry is 
irom labour troubles, and every employer of labour from 
Government downwards knows liow persistent are 
the demands of labour ail over India for higher 
wages. This demand is quite natural, it is said 
that war is responsible for high food grain prices 
but for years past 1 have been showing that our 
food-grain prices were cent, per cent, higher before 
the outbreak of the war compared to prices ruling 
ill 1894, and this result we owe to flooding the coun- 
try with token currency. Professor C. F. Bastabie, 
M.A., Queen’s College, Galway, in his article on 
money says “that 'the factors which determine the 
value of money within a given time, are the amount 
ot money in circulation and the amount of goods to 
be sold.” I give below a few figures which will show 
how far we have succeeded in inflating our currency. 
I he figures are as follows: — 


Ponilatiott , . 1894. 

Millions . . .294 

Rupees in Circulation 120 
Kotes in „ . 30 

Food Grain Prices . 114 
IT. K. Gold Prices . 63 


1913. 

1911. 

1021. 

316 

318 

330 

249 

272 

260 crores*. 

61 

66 

175 crores. 

189 

222 

270 iu 1918. 

85 

83 

155 In June. 


and during the half of 3919, 110 per cent, more than 
1913 prices ,the index number was 199. In April 
1920 gold prices in London were 206 falling in 
December to 207. in June 1921 gold prices in 
London were 155. The Government of India has 
been fooling with our currency which is the chiel:' 
pause of great discontent in . the land : from the 
Collector to the chaprasi or the humble labourer in 
the field, all w*ant higher wage^ since a rupee to- 
day could only purchase one-third of wdiat it used to 
do before 1894. It was remarked by the Statesman 
of Calcutta the other day that the Bombay Labour 
Bureau gives the rise in the cost of living at 82 per 
cent, higher than the pre-war cost, but your con- 
temporary found the rupee worth to-day only 4 
annas. When the Labour Bureau gives us the rise 
in prices during tiie war 1 think it might also tell 
us as to the rise which has taken place before the 
war and since the closing of the mints. 


Fooling with CtrRRNCY. 

t 

17314, The Government of India is under a delusion 
that it has given us a currency like that of France where 
your monetaiy obligations could be discharged by 
payment of gold or silver A foreign banker, Mr. 
H. L. Raphael, of fifty years’ experience whose 
address was 25, Throgmorton Street, in answer to a 
question by the Fowler Currency Committee, said 
as follows: — “The Inian Government destroying a 
currency which had proved itself most suiUdde to 
the country for great many years-— a currency which 
perhaps is, in itself not as good as gold — ^by destroy- 
ing it without putting in its place anything prac- 
tically took upon itself to keep the rupee, up to^ls. id: 
not by natural economic laws but by the 
strength and credit of the 





in ariswer to a further question he said, “Tt This alone ought to give us food for reflection, 

appears to me that the Government is practically Barring our currency muddle the industry is in a 

indifferent to all considerations other than main- very sound position, and I look forward to a very 

taining exchange at 16c^ No doubt they could do great expansion in the neighbourhood of Bombay 

it for the time being by squeezing the money market, "within a few years. Mills in future should be 

it would be at the cost of the prosperity of the located outside the present municipal area, and the 

country. The whole scheme of the Government is Government should see that they are built on well- 

in my opinion so inadmissible that it appears waste laid out lands with roads, lights and ?. full supply 

of time to pick it to piece. They say in chapter 21, of water. Our profits in the futui'e will not be 

**jf we do whal} we want, we (Government of India) large as they liave been during the years 1919 and 

shall then have practically a currency similar- to 1920, but they ought to be sufficiently large to pive 

ihat of France. Can anything be more absurd? Tb tempting dividends which would induce capitalists to 
jFrench have practically a gold currency. The 40 launch out into this line. It has been recently said 

millions sterling of silver at the Bank of France will in the House of Commons that Lancashire mills were 

lie there perhaps till doomsday, but if it were struggling, whilst Bombay mills were bursting with 

throw'll in the sea, France_ would not be the worst profits. Lancashire ought to remember that during 

for it.^’ ' the boom her mills changed hands and £6 lo Cti wa4 

17B15. The rise in wages would be a serious problem given “^for a £1 share to induce the old shareholders 

when times are not so prosperous as at' present. In to pait wi^h their property. If Bombay had done 

‘ s^te of bumper rains our food-grain prices are rising the same to any extent worth the n-Mne wc too 

whilst those of the belligerent countries are falling. would have been in the same predicament. 


SUPPLEMENT TO BOMBAY. NO. 6. 
The Cury'eney Question. 


17B16. At the end of your questionnaire you have stated 
that I am at libei*ty to submit my views separately on any 
question which [ may consider very important to the wel- 
fare of India, i look upon the Ouvrency Question as far 
more important than the fiscal or any other questirm. Our 
financial .policy since 189. i. the year in which the Mints 
were closed I attribute to a. mistaken handling of India’s 
Currency, and to my mind it has materially atlected the 
economic condition of the country. The blame for this 
mainly rests with the Indian Government and the Anglo- 
Indian commercial and financial communities. I also attri- 
bute the great rise in the cost of living mainly to it j and 
1 am of opinion that our financial troubles, whether they 
are Milaicipal, Provincial, Imperial or Industrial ^including 
Bail ways) and all other labour troubles lie at its door. 

1 am induced to put my views before you after reading 
the debate which recently took place in the Legislative 
Assomhiy on Sir Vithaldas Thaokersey’s motion regarding 
the appointment of a Committee to inquire into the 
Currency question. I think Sir Vithaldas and those who 
supported him were as much in pursuit of a' phantom as 
those who opposed him, 

17817. Before 1 come to the point I will give you a shoi't 
history of our i urrency muddle. Soon after the Pranco- 
Germaa war in 1871, Germany demonetised silver and in 
. 1878 the gold price of silver began to fall ; and our Rupee 
fell from 21^. to 2.M. The Government of India became 
uneasy, And a representation was myde to the HomeGoveim* 
meat in 1878, when exchange had fallen to to the 

Rupee, The Jndian Government then wished for the closure 
of our Mints and the fixity of our Uupee in relation to gold. 
The matter was referred lotho fords Commissioner’s of the 
Treasury who in a letter dated the 24th November 
1879 esyressed their views to the then Secretary of State 
for India. They wrote *‘the Government of Jn^ia propose 
, ^ that, the free coinage of silver shall he resti'ioted so that 

* ’* '1 shall no longer remain as at present, simply 

a giv^ weight and fineness but shall 
qualUies bear a fixed relative value to 
W The proposal appears open to tiiose 

‘ which have long been 

I 1^ all nations, w., that instead of being 

artoaate It must managed by the Government and 
that any such management not only Ms to keep a token 
, ’ ' ^ hut exposes the Government which under- 

tafeSi It to TCty serious difficulties and temptations. It 
too the Government oi India in making the 
pwent lay themselves open to tlie same criticisms 

m ^ made against Oovernmentg which have depreciat^ 
currencies. In ge»eral, tire object of such Govem- 
bm to tliminish the amount they have b* pay 
, tc credites. i n the pres^mt cage, ttte object of the 
Indmn Govenattcat appears to be increase the amount 
they Imve lo receive from their tax-payers. If the present’ 
level of eatchimgc be due to the depreciation of silver, the 
Government scheme, if it succeeos» may relieve the Indian 
Govemmout andoihers who desire to remit money to 
England, but this relief will be given at th«- expense of th ^ 
/ Indian tax-payer and with the effect of increasing 

debt or fixed payment in India includiug debts due by 
ryots to money-lenders.” 


Aft r this rcbu€ the Government of India kept quiet 
nty recovo'-.d its sfujit\', !»iid in a lucid moment wrote as 
follow^ to tl.e Secretary o? Slate in 188^1 : ‘^Whilst impres- 
sing upon th- Secrota-y of State the very seiioiis inconve- 
nience-i suffeiod b\* the financial de mrtment of the Govern- 
ment and by the Anglo-Indian Official Communitv owing 
lo the fall in thf* gold pi ice of the Rupee (18*25 df.), the ^ 
Government of India freely admitted that so far from this 
fall having proved injurious to the people of India, the 
Indian cultivator appet red to have actually gained”. The 
rupee, however, in relation to gtdd continued to fall and 
in l'*92 it was worth on’y lb*73 d. The Government of 
India was again alarmed and made strong representations 
to the Home Government which was always averse to thu 
closing of the Mints. It threatened bankruptcy if the 
Mints were rot closed -and insisted upon the fixity of the 
rupee at 18 d. The Home Government appointed the Hors- 
cbell Committee to inquire into the matter. Memorials 
were made to pour in from various soui’ces and it is on re- 
cord that mure than 8,000 educated Indians from all clas- < 
ses Joined the Anglo-Indians in demanding the ** great 
boon ” of fixity of exchange and closure of the Mints at 
18 d. to the rupee. The Herschell Committee reluctantly 
came to the couclnsiou that although it was a serious thing 
to interfere with a country’s curre^.cy, still under the 
threat of ba’ikruptcy it was constrained to recommend the 
closing of the Mints whic > it looked upon as an evil. It> 
however, lowered the I ate fr m d. as demJinded by the ' 
Indian G'overnment to 16^^. The Mints were closed inJ'une 
1893 when exchange stood at 24] d. In 1805 it fell to 13 d. 
Another Currency Committee knowMj ns tho Fowler Com- 
mittee was appointed to re-examine the question ; and on 
the eve of the Fowler Committee, our Government in one of - 
its lucid moments wrote as follows to the Secretary of State 
in 1807 : That tt e true interests of India demand that 
any measures for attaining stability in the rate of exchange 
heiween g'old and silver shmrld be based upon a i*ate not 
greatly differing from Id d, to 'he rupee and that any 
measure which would raise th.e rupee materially higher than 
that level involves great dangers for which we could see no 
adequate compensation 1 he Fowler Committee in IdO-s 
confirmed tie rupee at d, and recommended a gold 
eumney. Men like Sir Rohei't Giffin, an eminent ’econo- 
mist, a foreign bn nke- with yet\rs’ experience, Mr. H. 

L. Rapha 1, and a Merchant like S. e^iigly - 

protested against the closing of thq ' flints,'' TOey urgi4 
that a gold standard was an absurdity for a poor country 
like India, tlu*t silver was oar natural cuT3?8ncy ai d that 
a low exchange was .highly beneficial to India as regards 
agriculture, comm -rce and industry wuich had to compete 
against powerfiil and well-organised oouutries. Lord Roth- " 
schild' gnve it as bis opiniori that a gold standavd was 
unthinkable for India without ;t gold currency, and Mr. 
Raphael said that the Indian G »vernment was out for fixi- 
ty and cared precious little w*hat harm the people of India 
,^fBered to achieve the object; wbi -h the Govemireat had 
at heart. He' said that the Government of India •' = 

troyiug the natural currency of the people an4.7W^^-'- ' 
nothing in its place. . - . 

I would like to quote him textually " 

predicted has- happened : “ The Indian Government ^ s 
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ti’oying a currency wliich had proved itself most suitable 
to the country for great many years—a currency ^phich 
perhaps is in itself not as good as gold — by destroying it 
without putting in its place anything practically took upon 
itself to keep the rupee up to I 5 . 4 c?., not by natural 
economic laws but by the sheer strength and credit of 
the Government.*’ In answer to a further question he 
said : “ It appears to me that the Government is practically 
indifferent to all considerations other than maintaining 
exchange at ICc?. Ko do uht they could do it for the time 
being by squeezing the money market, it would be at the 
cost of the prosperity of the country. The whole scheme 
of the Government is in my opinion so inadmissible that it 
appears waste of time to pick it to pieces. They say in 
Chapter 21, “ If we do what we want, we (Government 
of India) shall then have a currency similar to that of 
.France. Can anything be more absurd ? The French have 
practically a gokl currency. The 40 millions sterling of 
silver at the Bank of France will he there perhaps till 
doomsday, but if it were thrown into the sea, France would 
not be the worse for it**. As predicted by Mr. Eaphael the 
money market was squeezed ; coinage of silver was practi- 
cally stopped, nay the Government of India ashed pennis- 
sion to melt 10 crores of rupees at a time to attain ihe 
blessed fixity of 1 ^. 4d, Twenty years before the closing 
of the Mints our annual average coinage was about 7 crores, 
half of which it was officially reported went into circula- 
tion, the' other ihalf was either melted for ornaments or 
hoarded. It was reported to the Ilerschell Committee that 
the active circulation of rupees in India on the eve of the 
closing of the Mints was about 120 to 135 crores of rupees, 
and about 28 crores of currency notes. Between 1894 and 
1900, our annual coinage fell to about 96 lacs per annum, 
after that our coinage of rupees per annum become fast and 
furious^ 

17318. Before I give you a table showing our coinage and 
currency notes and their effect upon prices, I would like to 
quote Sir David Barbour, K.C S.T., K.C.M.G,, on the in- 
fluence of a token coinage on prices of commodities. His 
book was published in 1913 and on page 58 he says as 
follows : Token coins, whether of Copper, Bronze, 

Kickel or Silver are maintained at their Eupee level in 
relation to Gold by limiting their quantity. Not more of 
such coins can be safely issued than ai’e just sufficient to 
meet the wants of the public at the level of prices existing 
for the time being. ** The second thing to which I should 
like to draw the Committee’s attention is the opinion of 
IProf. C. E. Bastable, M. A., Queen’s College, Gal wag. In 
his article on money he says as follows : “There is how- 
3rer, a peculiar feature in the case of money which ainses 
rrom its position as the medium of exchange, that is that 
aoney is so to say in a constant state of BUjuply and demand 
since its principal service is to act as the means of purcha- 
sing commodities. From this it follows that the factors 
^yhich determine the value of money within a given time 
are the amount of money in circulation and the amount of 
goods to be sold”. The Mints were closed in 1895 and the 
rupee fijted at 1^. id. The Fowler Committee in 1898 con- 
firmed it and recommended a gold currency with a gold 
standard. lu 1910 Lord Meston, then Financial Secretary 
to the Government of India said as follows, “We have 
linked India with the gold countries of the World, we have 
reached a gold exchange standard which we are steadily 
developing and improving. The next and final step is a 
true gold currency. I trust that will not long be delayed, 
for when it comes it will obliterate all the mistakes, all the 
inoonveniences, all the artificialities of our ;gresent posi- 
tion*’. Unfortunately it never came and without a gold 
currency India is being ruined through inflation of prices 
^ long before the War. 

17^19, In 1913. the Chamherlain Currency Committee 
was called into existence. It made a report which Sir 
James Beghie, at one time Secretary and Treasurer of the 
late Bank of ISomhay and a Member of the Chamberlain 
“ Committee, dissented. He strongly obiected to the flooding 
^ of India with token currency and he did his level best to 
save us from this calamity hut to no purpose. The fas- 
cination of buying a token coin at 10 ^?, and selling it at 
16i?. to the people of India was too great to he resisted by 
anr disinterested Government which through the medium 
of token currency mised prices between 1894 and 1914 j\xst 
before the war by 100 per cent. War only accentuated our 
economic condition but the evil of high prices existed loug 
before the War. In 1873 with open Mints and exchange at 
23«?. to the rupee, the index number of retail food grain 
prices in India stood at 100, in 1894 with exchange at ISf?, 
to the rupee, it stood at 114 5 in 1914 with exchange at 
ICt?. to the rupee, the index number stood at 222. It is 
s^id that prices rose throughout the world. That is true 


but how far and to what extent may he gathered from the 
index numbers of gold prices which I give below against 
ours. I give you a few figures wljich may he interesting 
for purposes of comparison. 

Fojpulation of India, 

1881 1891 1901 1911 1921 

Millions . . . 253*79 287*18 294*30 316*13 319*08 

The increase of population between 1901 and 1911, is 
given at 71 per cent, as compared with 2*5 and 13*2 per 
cent, in the two preceding periods. We must remember 
the terrible famines of 1897 and 1899, but even then the 

population showed an increase of 2*5 per cent, but the 

census of 1921 shows a rise of only a decimal over 1 per 
cent., yet during the last decade we have had no such ter- 
rible famines as of 1897 and 1 899. Such have been the 
hlessiugsof fixity, of exchange high prices of commolities 
with the inevitable results of starvation, disease, and death. 
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17320. The Indian Government after closing the Mints in 
1893 commenced to coin rupees furiously and about 17 
crores were coined in 1901 and the highest coinage was in 
1919 when India coined 51*50 crores ox rupees. 'You will see 
from the above figures what effect the volume o£ currency 
had on prices. Between 1894 and 1914 food grain prices 
in India rose from 114 to 222 , English prices rose from 63 
to 85. This rise in India handicaps our labour against 
English labour where the rise was much smaller and if 
you handicap Indian labour artificially, you also handican 
Indian industries which have got to compete agaiuef 
highly organised British, American and other Western In- 
dustries- But this handicap took place in peace times ; 
but look at our present lahnur and Industrial position which 
is still worse. English prices have fallen from 251 in 19^ 
to 133 in 1921. Contrast these figures with those of India 
which rose from 358 in 1920 to 410 today. The Amor i can 
figures are si ill more favourable, as per The StaliH 
of the 14th January 1922. Taking TOO for 1913 for Eng- 
land aod the United States the Lillowiiig figures aie in- 
teresting : 
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17321. You will thus see how this currency question is at 
f>e hotiom of our well-being and how the country is being 
ruined in the ignorant pursuit of a fixity which the last 
Currenev Committee in spite of all its errors which have 
cost the country so dear lias declared in paragraph 34 
to he merely* a convenience and not a necessity ; and 
Sir Yithaldasi the Government, the Anglo-Indian and the 
Indian Chanihers of Oommorce and all other bodies are 
in full pursuit of this phantom which they ^ think will 
lead them ultimately to an economic _ paradise. I am 
afraid they will all go somewhere else, if they have not 
gone there already. 

17322. I cannot conceive of any^ Government with an 
atom of sense or any commercial banking or legislative body 
Inflicting on our millions such hardships,^ such losses, 
such financial and commercial catastrophes in the name 
of a blessed fixity which is declared merely to be a con- 
venience. It has upset Municipal. Provincial and Imperial 
budgets, it has caused losses to the working of railways 
owing to high cost of labour which means a tax on 
commerce and industry. It is leading all over the country 
to labour confusion and labour strikes which are bound to 
affect all industries. It has aggravated tor a ^a-rge 

polirical discontent amongst all classes. And all 

... - ' 
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A mere convenieiice, Tlie Govermnent in its misguided 
pnrsnit of fixity lost the other day something like 85 erores 
of rupees in ten months time, and it was declared hy the 
Finance Minister that India’s- small remaining resoxu’ces 
are not to he frittered away any more in a pre-niature 
attempt at fixity, which is no douht proper and sensible. 
But to my mind, fixity is a phantom. A gold standard 
without a gold, currency was declared hy .Lord Rothschild 
to he a delusion and a snare. Our Gold Standard at 16d, 
to the Rupee was a failure and a fraud; although 
apparently India maintained the exchange value of the 
rupee at i6d, the figures quoted of food grain prices show 
eat instability the rupee after the closing of the 
ints. 

17323. Before the’ closing of the Mints the purchasing 
power of the rupee remained practically steady as a rock 
although the exchange value of the rupee fell from 2^d. in 
1873 to 13c?. in 1894. At present what the country needs 
is the restoration of the purchasing power of the frupee and. 
not the phantom pursuit of the proper ratio for fixity. 
Government has wisely abandoned the control of exchange 
wludh rises and falls now in order to bring about an 
anjustment between exports and imports. If imports 
preponderate, exchange will ultimately regulate them hy 
going down and vzce versa. But to my mind^ the 
restoration of the purchasing power of the rupee is of 
vital interest not only to Governments hut to labour and 
industry. It lis the question before the country before 
which everything fails. If India goes in for protection, 
what is its value if what is given on the one hand is 


taken away on the other ? What is the value to industi'y 
of an import dutv of 20 per cent, if through the medium 
of exchange and currency you penalise the industry by 
a hundred per cent? How could labour and capital be 
advantageously employed in the advancement and deve- 
lopment of industries when they are indirectly so severely 
handicapped ? The remedy if applied immediately is a 
simple one. It was predicted so far hack as 1898 hy the 
late Mr. S. A. h’alii, the opening of the Mints to 
silver. It may he said that as the exchange is no^ longer 
controlled it has practically the same effect as opening of 
the mints. I do not think so. Our currency is inflated 
and so are prices. With an open mint superfluous rupees 
which are not required for currency will go^ into 
the melting pot. The rupee will become automatic and 
it will have a sobering influence on prices. ITo body 
to-day will put rupees 100 into the melting pot to get 
Es. 90 in the open market. I consider this question of 
so much importance to labour and industry that I have 
ventured to place my views before the Committee. It 
is for the Committee to consider whether it ^has^ an 
important hearing on questions to consider which it is 
brought into existence. 

JAMSETJl ARDASEER WADTA. 

Bom BIT ; 

IMh Felrimry 1922. 


Oral evidences Bombay® dated the 21st February 1921. 


The President — 

17324. Q, Mr, Wadia, you are interested in the textile 
industry ? 

A. Yes, Sir. 

17325. Q. In your statement you say: “I am also of 
opinion that there is no large civilised country to-day which 
is purely free trade like India. I also most emphatically 
deny the right of England to consider herself a free trade 
country before the last war or since.” On what grounds do 
you base that statement ? 

A, She has compelled us to trade with her on her fiscal 
system. She has insisted upon our heiug free traders so 
that she could send her goods to us and we could buy 
her goods in large quantities. She was protecting herself 
indirectly. ^ Protection does not necessarily mean always 
import duties. You can protect your industry in more 
ways than one. You can give concessions and you can 
give bounties. The way in which England uas protecting 
her.' elf was by •compellinsr ris to adopt free trade so that 
our progress might he as slow as possible so that she could 
send her manufactured goods for our consumption. 

1 7328, Q, Was not India open also for the imports of 
other countries? 

Yes, of course, but othei* countries were not so ad- 
vanced as England, Even in a country like America, 
although she is to-dfiy to a large extent, a manufacturing 
e-ountry she exports only 5 per cenh of her manufactured 
articles, whereas England exports something like 60 
per cent. 

. ^ Then, you think that England was not follow- 

ing free trkde .policy, because she 8eci;ired the Indian 
market under free tlnde conditions? 

A, If %% two go oit trading, and if you insist on my 
tmding on certain te^ms and you tie my hands, you cannot 
say 1 am free to trsi^de as I like. 

17328. Q, You ^y “ Millions are in a condition of semi- 
starvation' arid millions must be going in a semi-nude state, 
and I believe the economic policy and the currency policy of 
the Goyehnnent of India are responsible for this to a large 
extent * . We are not of course concerned with the currency 
policy of the Government, but we are concerned with 
the economic policy. Will you please explain how you 
connect the state of India’s poverty with the economic 
policy of the Government of India, 

J, Well, you see labour has been exploited by the 
emplovers of labour. Labour has been victimised. Since 
19S> the prices of food grains have been rising and they 
had risen long before the war. For instance, in 1894 food 
grain prices stood at 114 and before the war in 1914 they 
stood at 222. You hit the labourer very hard and you 
never gave him higher wages. People say that they were 
iven a 100 jier cent, rise when they ought to have been 
wn 200 to 300 per cent. 


17329. Q. How is the Government responsible for that ? 

A* The Government is responsible for this in this way : 
after closing the mints and putting us on a gold standard 
basis they never gave us a gold currency. The result was 
to flood the country with a token cumney which gave an 
impetus to food grain prices. The result was that living 
was made dear and a man could hardly support himself. 
The other day the Municipal Commissioner gave ceiijain 
figures to show that he was paying his scavengers higher 
wages and therefore they ought to he satisfied ^ith that 
payment. When I look to the payment and to the rise in 
prices, I see that he has given them nothing at all. 

These are the figures which he gave to the Press ; In 
1912-13 when food grain prices were 199, he was paying 
his scavengers Rs. 10-8. The men were paid Rs. 12-8-6 
in 1914-15 when food grain prices had risen to 218. In 
1916-16 he is paying Rs. 13-8, hut food grain prices were 
201. In 1918-19 he pays Rs. 17, and food grain prices 
were 398. In 1921 he says he was paying Rs. 23, but food 
grain prices were 410. So that the scavenger was receiving 
Es. 10-8 in 1912-13 when the food grain jprices were 199, 
hut in ]f>2l he was receiving Rs. 23, hut food grain prices 
were 410. What 1 say is that the purchasing power of the 
rupee having fallen the number of rupees you gave to him 
was not enough to enable him to purchase enough. 

17330. Q, You say that the purchasing power of the 
rupee has depreciatea? 

A» Of course. My contention is that it depreciated even 
before the war. Of course the war accentuated it, as it did 
all over the world. But the currency policy of the Govern- 
ment of India was responsible for its depreciating ^even 
before the war. I wiU give you another instance. With 
an open mint in 1878, when exchange stood at 2Zd.yi food 
grain prices in India were 109. In 1894, when exchange 
stood at 18c?. to the rupee, a fall of 10c?. in the rupee, food 
grain prices were only 114. A fall in the gold value of the 
rupee hardly affected the food grain prices. 

173SI. Q. That is the currency policy!* ^ ^ 

A, It affects the economic policy in this way . ^ WEen 
you owing to your currency policy reduce the purchasing * 
power of the rupee to a third of what it was, wltfn you pay 
a man Rs. 100, you practically pay him Rs/33. 

17832. Q, That is through me. currency policy? 

A, Of course by that and nothing else. 

17333 . Qc If you had stated that it was only through* 
ihe currency policy, I would not have asked you* any* 
question. 

A, But it affects the economic condition of the working 
man. 

17334. Q. But you say that this semi-starvation 
semi-^nudeness are due to the economic policy and,„&^ 
currency policy of the Goverinnent ? 

A, Even if the labours gets a larger number of rupees, 
still he cannot get as much food as he used to buy before, 
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17335. Q, The coimection is still lacking ? 

A* I am sorry. 

17336. Q, I do not see the connection between the Grov 
ernment’s policyjand its eft'ect on wages. If they employ some 
labourer and find they could not get labour on low wages 
they would have still to pay more. Your grievance is thi^t 
labourers are not getting adequately higher wages ? 

A, Why should the employer pay one man Es. 50 when 
he can get another man for Rs. 30. 

17337. Q. W&ges is a question of supply and demand, 
and I suggest it has no connection with the Government's 
policy ? 

A* That is another question : that is over population. 

17338. Q. Then you stay “ we ha \^e heard this afternoon 
that £24) millions of this tudget is for railway expansion in 
India. Practically all the railway plant ought to be and 
cnuld be produced^ in India itself.” Your view is that 
efforts should be made to get this supply in India ? 

A^ Pardon me, Sir. That is the view of the Secretary of 
State for India, JSiiir. Montagu. He tells the House of 
Commons that the people of India are starving. 

17339. Q. You are quoting it because you are supx^orting 
him in that view ? 

A. Of course I support him. 

17340. Q. Then, you say if Government wanted more 
money you would raise the import duty on cotton xuece goods 
to 14 per cent, and the excise duty to 6 pier cent. You have 
stated that the condition of the poorer classes in India is 
such that they do not get enough food to eat and they have 
to live in a semi-nude state, I quote your own words. i>on’t 
you think that a rise in the pjrices of cotton xnece goods 
which would be brought about by the increased import duty 
and increased excise duty, would make their posiiiou worse ? 

A, No. I do not think so. It would make the imported 
cloth dear no doubt .* it would also make the Indian mill 
cloth dear, Butpeoxde are not dependant altogether on 
imported cloth nor on manufactured cloth. There is the 
handloom industry, which according to the Government 
blue books employs million weavers. 

17341. Q. These conditions remain at present. In spite of 
ihe existence of this large hand loom industry the price of 
cloth is regulated by the competition between imported 
cloth, Indian mill-made cloth and the cloth manufactured 
by the handloom weavers. If you raise the price of import- 
ed and mill-made cloths, you would also raise tlie price of 
handloom cloth. How do you reconcile this suggestion of 
yours with your attitude towards the present economic 
condition of India P 

A* You have got to take money from the people. 

17342. Q. I know, but there are other sources of revenue 
which can be tax)ped without creating further economic difii- 
culties for the poorer classes. When you deplore their 
present condition, without enough food to eat and enough 
c^oth to ;vear, it would hardly be right to" raise the cost of 
food giuins or the cost of cloth. There may be other 
sources of revenue ? 

- At Well, if there are other sources then you need not go 
in for the duties I suggest. 


TAe President^ 

(Witness continuing the answer). 

But you have got to take money from the i)ockets of tlie 
people. 

17343. Q. Even to th * extent of bringing further starva- 
tion ? 

A, You cannot help it. If you have to got money from 
them that is the best way*^ We should give an impetus to 
the handloom industry which deserves prutcction. 

17344. Q. The effect on the consumer especially unde^’ 
conditions which you so graphically describe has got to be 
taken into account. 

A. Yes, but you cannot have your cake and eat it too. 

17345. Q. Then jou admit that ii respective of the peoifie 
starving or not, you would impose additional burdens up.>n 
them P 

A> l am only selecting the leaser of the two evils. 

17346. Q. The lesser of the two evils is the accentuation 
^ of starvation ? 

A* 1 don't say that, Sir. 

17347. Q. You say that English laboar is pampered and 
pampered with impunity, because we pay for them. It is the 
customer who pays for labour and everything else. Surely 
India is not the only large customer of England'.s manu- 
factures ? 

A. We consame nearly 40 per cent, of their outp .t and 
to that extent we pay English labour. 


Mr, Warottam Morwy'jee : — 

17848. Q. You say that if you had jn’otection you could 
supply the wants of India with regard to cotton manu- 
factures to the extent of 80 per cent ? 

A, Yes. 

17349. Q. In how many years ? 

A, ir] about ten years time. 

17350. Q. You say you, jhave not made as much progress 
as Japan has made during the last 15 »y ears? 

X Yes. " 

1/351, Q, What is this progress of Japan due to’? Tg 
it due to skilled labour? 

A. No. Not to skilled labour, but to protection. I will 
quote the figures given in the Review of the Trade of 
India for 1920-21. You will see at a glance what x>ro- 
gress Jai)an has made and what we have made. 

17352. Q, I am just comx)aring labour conditions. I 
supporfOithere is not much labour difficulty here? 

A, I do not think there is any labour trouble. The 
pu’cscnt labour strikes are the result of economic condi- 
tions. 'Fhey do not "et enough money for their wants. 
Otherwise I do not think that we have much trouble. 

17353. Q. But is not living cheai)er in Japan than here ? 

A, I have no idea of it. But I do not think so. I think 
the jrt'ices in Jaixni also arc inflated. On page 31 of the 
Review of the Trade of India by, the Government of India 
for 1920-21 they give the following figures? In 19)5 
Japan consumed 9,44,000 bales, wc used in that yeai 
18*79 lakhs. Then in 1910 Japan used 1216 lakhs bales, 
we used 19-33 lakhs. In 1915 Japan used 18*88 lakhs, 
we used 2 1 Ukhs. In 1920 Jaxian used 19*55 lakhs, we 
used 19*52 lakhs. 1 hese figures shov/ that we have beei? 
stationary while Japan has been developing. 

Sir Mancrkiee Dadhablioif : — 

17354. Q. What inference do you draw from this ? 

A, The inference is that the progress in Jax>an is very 
rapid. Protection is not intended to draw sunbeams from 
cucumbers, but if Judiciously used would accelerate 
progress. 

Mr. Pfarotiam Morarfee 

17355. Q. Would you advise a heavy export duty on 
cotton ? 

A, I am dead against all export duties except for those 
aificles which are monopolies, such as jute, and even there 
I ^ object to heavy dunes^ for the simple reason that you 
will have to curtail production. 

17356. QrWoiild you have an export duty on foodstuffs ? 

A. No. 

17357. Q. Even in times of scarcity or famine ? ' 

A, That is a Government measure and they should 
know what is right and they will do what is right. As 
a matter of economic policy never touch your exported arti- 
cles. 

17358. Q. Are we not engaging moi’e * coolies in India 
than they 4o in England and J apan ? 

, A* I believe so. 

17359. Q. Is it because our efficiency is much less? 

A. Our stamina is less, our efficiency is less, our skill in 
general direction is less and managers are less. 

17360. Q. Our managea's too ? 

A, I think so, «»*less you get pkillful men fi*om abroad. 
I think we are deficient all round. 

17361. Q. Y’ou mean to say that we have not got good 
men amongst Indians? 

A. You have got good men always, but not a number 
of men. 5 his industry has been in existence for 75 year* 
and yet we have not got a good number of Indians. We 
have "to import Lancashire men. 

17362 Q, With regard to fine counts, do joii think that 
India is in a position to spin fine counts ? 

A. I should not care to spin more than 30 counts. We 
want coarse yarn. I supply them and it pays me best, as a 
manufacturer. Lancashire can give you fine counts 
cheaper, 

37363. Q. Do you recommed a heavy duty? 

A. "I do not recommend any heavy duty. I am dead 
against heavy duties. Y’ou do harm by heavy duties. 
The duties sfiould be levied judiciously. A duty which 
may be necessary for Jai)an may not be necessary for 
India which may be difEerently situated. 

17364. Q. How will the excise duty help the hand-loom 
weaver ? 

A. Because he will not he paying the 3-1 per cent. - 

17365. Q. .You sav you would like to fix the exchange at 

m. " \ .... 

A. I do not like to fix it at all; but if you want yo-u may 
fix it if you have a gold oun-ency, - - - ;; 
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Mr, Co^a jee ; — 

17366. Q. You observe that there is nothing? to fear from 
protection judiciously and slowly employed. Does that 
imply that you would introduce protection gradually ? 

Yes, very gradually and when necessary. Not other- 
wise. Because I hold that every kind of import duiy 
levied for protection is a tax on the consumer. 

17307. Q, And the consumer in India is particnlary 
^ pour ? 

A, Yes. 

17868. Q. Now in the list of industries which you have 
put in, you include iron or rather steel. Now* in what 
particular manner would you assist the steel industry in 
India under the present circumstances ? 

A, In the first place I a u not very conversant with this 
branch of industiy, but 1 know that iron has been manu- 
factured in Bengal for the past 76 years. I have always 
seen that- they have got a steady dividend of 10 per cent, 
17869. Q. What I wish to know is, how wall you assist a 
basic industry like iron which is the key to all other 
industries, by a protective duty or by bounties ? 

A* I would not mind giving bounties. But I would 
never have protective duties which would harm the con- 
sumers so much that it would harm other industries also. 

17370, Would you be in favour of increasing the duty 
on piecegoods in the immediate future p 
A* Not necessarily at all unless you want revenue. I 
should not like to penalise any cousuiner if I can help it. 

^ 17371, Q, Suppose we put an import duty on foreign 
piecego 6 ds. Should we not divert the demand to articles 
made hero and thus r.iise their prices also ? 

A» Of course that will be the case. The idea of an im- 
port duty is that imported articles should diminish. 

17372. Q. Then I take it that your idea is that a gradual 
expansion of industry will not do any harm ? 

A, No, it would do harm. The result will be Ihis. You imt 
an import duty of 5J5 per cent, on all imported goods ; the 
result will be that everybody will rush in and manufacture 
^ more articles than tho counti'y can consume. Our stnte 
would be worse than wli^it it is to-day. That has been the 
case with Eussia. Just before the war we paid an import 
duty of 3| per cent, on Lauershire goods and we paid Bg per 
cent, excise duty on our own good^j and we jDaid no duty on 
yarn manufacture. Yet you find from the figures year in 
and 5 ear out that yarn was losing money and we were 
putting no spindles compared with the number of looms 
we were adding, 

17373. Q, Your opinion is that the momentum or 
stirnulous imparted in ^last years is sufficient for sometime 
to come for our industries p 
A* Yes. More than sufiicient. 

17374. Mr, T, V,Sesha^irl Aj/ytxr,’^Q, AVill you give 
im instances of protection other than by means of import 
duties which England has been adopting P 
A* Compelling you to be on a free trade basis. 

17376 . Q. That i« to say England’s gaining the largest 
market in India by not allowing her to adopt her own fiscal 
policy is a kind of protection for her goods? 

A. Yes. 

17376. Q. Is there any other means ? 

A. No. 

17377. Q. I find that the hand-loom industry in this 
country i» supplying cloth of praotieally the same quantity 
as the mill-made cloths. 

A* In 1909 they consumed more yarn ilian the mills, 
the figure**, 

" IWS; 0; I just want to show you a Government publi- 
CRtlOtt. Thajifibowa the average of textile supplied by the 
milla and also by the handloom industry. I find that 
the handloom mdostry gave ev^ more cloth for the people 
of this country than the mill mdnstry, ’ 

stage Hr, Ayyar handed the witness a copy of 
Mk Conbrt>ugh's note on the Piecegoods Trade. * 

^ given ail the figures. In m,9 they did so, 

Imid, Q. I find the latest figures in the diagram there. 
It IS shown from P to V and E, to E, P. toP. repiesimU 
loia mad© goods and E. to it. handloom goods, 

I7m, Q.* Here you have got the quantuj of yai-n pi-o- 
duoed during the ^ official year 1919-20 amounting to 63*57 
crores lbs. Of this amount 34*27 crores were consumed 
in the production of 38*38 crorcs Ihs. of cloth. J5 crores 
were exported to foreign countrips. The rest that is about 
M) crorea consumed^ were used by handlooihs, ' 

Q. I belie V© th*it the quantity of Indian yarn 
avaikblo for the hpndloom bdustry was about 14 crores 
and nearly 3 ci ores were imported yarn ? 

A. Yes. 

173fe2. y. Then the handloion industry cunsumed a larger 
quantity of yarn than the mill industry? 


A, No. According to your own figure?, 18 crores would 
have been used by the handloom weavers against 34 crores , 
used by the mills. 

17383. Q, So, the yarn consumed by the handlooms 
is not an insignificant quantity ? 

A, Of course it is not 

17384 Q You are anxious that that industry should be 
maintained ? ^ 

A. Yes. It is a struggling industry and it requires 
help. That is why I do not advocate the removal of the 
excise duty of SJ per cent. 

17385. Q. You don’t want it to be removed ? Ton want it 
to be raised to 6 per cent, for the purpose of protecting 
the industry ? 

A, If I raise the import duty I should raise the excise 
also. 

17386. Q. Not as a countervailing duty against Lanca- 
shire but as a iirotection for the handloom industry ? 

A, As a protection for the handloom industry and also as a 
kind of revenue for Government* 

17387. Q. If, as you say, the dividends earned^ by the 
mills after the war will not bo very high, are you justified 
in raising the excise duty ? 

A^ Yes for the present. Mill-owners have been under 
the illusion that they w'ere paying the 3| per cent, duty, 
whereas it came from the consumers. 1 sell a bottle of 
whisky on which Government is charging an extravagant 
duty. Who pays ? Not the shopkeeper who sells but the 
person who buys. 

17388. Q, Taking your view that as far as possible the 
consumer should not be taxed, w^ould not the excise duty 
tell lieavily upon the consumer ? 

Al. Then take away the tax if money is not wanted. 

17389. Q. You say in one place that in ] 913-14 we had 
4210 million yards of machine-made cloth available for 
tlie people of India and in 1920 only 2436 million yards. 
What do you mean by that ? 

A, The explanation is this. We are getting practically 
from Lancashire only one-third of what we were getting 
in 1913-14 

17390. This year, in 1920 the available yards for the 
Indian people including imports. fell to 2435 million yards. 
What 1 want to know is whether the production of the 
Indian mills had fallen off. 

A^ No, no. From year to year they go on increasing. 
In 1909 they produced 82 crores of yards, in 1920 
they produced 163 crores. There is considerable 
increase, and it was all throughout ,the war period. I 
will give tho war period figures. In 1914 we produced 
116 crores yards, in 1915 we produced 113 crores, in 
1916 twe produced 144 crores, in 1917 we htive a 'set 
back, we produced 157 crores, in 1918 we produced 161 
crores and in 1919 we produced 145 crores and in 1920, 163 
crores yards. These figures are taken from the Mill 
Owners’ Assocation’s Eeport for 1920. 

17391. Q. One of the mill owners told me the reason for 
this shoxter production was this, that the Government had 
been indenti»>g for canvas, khaki and other lower counts 
goods from the mills and that after the war they did not 
indent upon those mills. 

-4. Yes that is all included here. 

17392. Q. The best 3 ear seems to have been 1916-17. 

A. Because Government wanted canvas, khaki and so 
on then. 

17303. Q. Your mills were working heavily and, pro- 
ducing large quantities in order to meet the demand ? ^ 

A.* I may tell you we are now working ten hours a, 
day instead of 12 hours, .that might account for some 
fallmg off’. 

17394. Q. You say in page 2 of your memorandum “ I 
am at present not anxious about all indui^tries but only 
about fostering those which are already- in mcigterme/ ’ 
Won’t you extend Government help to other industries 
which are absolutely necessary in this country P 

uL I would not necessarily trouble about them as you 
are indii'ectly protecting the home industry through ypxu'. 
import duties. 

i7395. Q. Take the glass industry or the paper industry. 
A» I woaid not protect e it her. 

17396. Q. You want to develop the industry ? 

A, Importantiindqsti’ies I say. What is the value in money 
compared with such a big industry as cotton P For instance 
you are levying a duty of 60 percent, on marches which 
is paid by the buyer. What is the quantity of matdU^J ' 
we import f ^ 

17397. Q. But where there are soihe atruggliM! 
tries which are likely >0 Jdurlsh in gM ' 

protection would you like ^ 
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A, What is the use of giving heavy protection ? I would 
rather not have. You are diverting the labour and capital 
of the people of India from more useful to less useful 
channels. If our ]}eople should get hold of small things 
like that I would not care. 

17398. -Mr. — Q. Mr, Wadia, in discussing the 

question of the economic condition of the p'eople in reply to 
the President you referred to the semi-starvation and semi- 
nudity iof the people. You attributed all that to a large 
extent to the economic policy of the Government of India. 
Do you think that it is largely due to the lower standard 
of living on which so many of the people are content to 
live? 

A, Our standard has been kept low owing to the high 
prices of food grains. Tliat is my contention. If people 
have less to eat and if they have got to spend more on 
clothes it is natural that they must sujfftii*. That is my 
contention. It is the contention of Av, Dalai and also the 
Secretary of State himself. He said that the people were 
suffering in India because they had no industry. People 
die of influenza and other diseases. He said in the House 
of Commons that 6 million peojrle die because of poverty. 

17399. Q. But it has been suggested to us that one cause 
of this poverty is the innate desire of the people to live on 
the land i and owing to the joint family system to go 
on splitting the land until there are so many living on the 
land that it will not support them. 

A, Under the same conditions they were thriving before. 
If you look at the previous census re]Dorts you will find 
that the increase has been greater than now. The 
increase of population between 190l and 1911 is given 
at 7*1 per cent, as compared with 2*5 and 13*2 per cent, 
in the two proceeding periods. In spite of the famines 
of 1897 and 1899 the population showed an increase of 
2*5 per cent. But the census of 1921 shows a rise of only 
a decimal over 1 per .cent, though we have had no such 
terrible famines as those of 1897 and 19u0. Even England 
which fought^ the bitterest war where millions died 
heroically fighting shows an increase of 5 per cent. 

17400, Q. Does this gradual diminution show that llie 
land is keeping as full a number of people as can be supported 
by the land itself ? 

.^4. That may bo so, but there is no leason why we 
should accentuate such a position by making food grains 
dearer, 

17401, Q. Is not the problem with which wo aro faced 
on’; which is quite apart from yi.ur idea of the economic 
policy of Government ? 

A, It is not India alone.^ England is as much affectedr 
as India. But I was reading the other day an economic 
review of the world by some Professor Lewis H. Harvey, 
an American economist. He was quoting John Stuart 
Mill. He said that the people of England had no right 
to marry and get more than two children, and the wanted 
to criminally prosecute them. If that could be said of 
England by an economist like Mill, what could one say of 
India, where everybody is marrying and begetting children. 
It is religion with the Indians to marry and have a family. 

17402. Q. But is it not producing a large mass of people 
living bn the border of starvation all the time ? 

A. Sir Henry Campbell Bannerman said^ that there 
was starvation in England and millions were living on the 
verge of starvation. There the number is one million, but 
here the number is 100 millions. There is starvation 
everywhere* 

17403. Q. ke has a higher standard of living in times 
of scarcity a man will have something to fall back upon. 
But if he is already living on one meal a day, in times of 
scarcity he would have nothing* 

A- It is so* But leping aside the question '"of popu- 
lation and the propensity in India to marry even while 
young, which is considered a religious obligation, I do not 
see why liis lot should be made harder by anything wliich 
we may do. I would not imke his lot harder" which I 
believe we have done by free trade on one side and by 
the currency policy, on the other. 

17404, Q, As regards the duties on cotton cloth, I see 
that -you recommend, if necessary for revenue, that both the 
import d^uty and the excise duty should be raised slightly 
in the same proportion, in order to secure the incidental 
advantage of protecting the handloomiindustry. That would 
still leave a protection to the Indian mills of 8 per cent ? 

A* 1 am not sure that we are manufacturing the same 
kinds of cloth which Lancashire is manufacturing, Mr. 
Chamberlain, when the duties were raised from 3g to 11 
per cent., told the Jjancashire deputation that he did not 
think that more than 2 to 5 per cent, of the cloths came in 
competition with the Indian cloths* 


1 7405. Q. He said 15 ^ per cent. As regards the 8 per 
cent, difierence, do you think that it is sufficient or more 
than sufficient P 

A- At present I think it is sufficient. 1 do not want 
unless you want it for revenue, and then I would have an 
import duty as well as an excise duty. 

1741 ffi. Q, I see that you would like to put a consumption 
tax of the same amount leaving the difference of 8 per cent,? 

A, Yes, I will give India the advantage. India should 
consider herself and herself alone. We have been prevented 
from expanding. When the 3| per cent, duty was levied 
Lancashire insisted upon it (after all the revenue derived by 
Government was only 11 lakhs) India was helpless. The 
Government of India was helpless. The Lancashire people 
would not give us one atom of advantage. 

17407. Q. You say that with moderate tariffs India is 
quite in a position to sup^dy cotton goods to the extent of 80 
Ijer cent. You are against raising protection. I understand 
your fear is that you would have an obvious boom which 
would bring disaster in its train and that you would rather 
progress steadily than by leaps and bounds. 

A, Certainly, tliere will be swamping. 

17408. Q. A steady protection all the time is what you 
advocate? 

A. Yes. 

17409. Q. You have been telling us that you are running 
10 hours instead of 12 hours. There will be less depreciation 
and less interest incidence by running longer hours. 

A. One cannot work too much just because more profit 
can be made. 

17410. Q. Y^ou tell us that British labour is pjampered 
and compare it to the Japanese labour. Where would you 
say the Indian labour comes in comparison with these two? 

A, All that I say is this as regards preference. Wby 
should the Indian be made to prefer the Lancashire goods 
where the labourer dictates his own terms. Why should 1 
give preference to Lancashire and her pampei*ed labour 
when I can get the same goods from Japan 20 per cent, 
cheaper P 

17411, Q. Some people say that the over-worked labour in 
Japan is a menace to the Bombay mill industry. 

A, I do not think so. We are putting an import duty or 
their goods by going in for preference. 

17412. Q. In Bengal, for instance, we find that we can 
imi)ort large quantities of Japanese cloth which will compete 
with ihe Bombay mill cloth. 

At. We have not got enough cloth for onr own people. 
Where is the competition then ? We are getting the full 
price for our cloths. 

17413. Q. Do you think that your mill industry with the 
present protection will extend so much that it will probably 
in time be able to take up all that trade P 

A* I believe that we are so favourably situated wicn 
regard to cotton that in 10 years time we can replace 80 poi 
cent, of our imports by our manufactui’es. 

17414. Q. If the standard of living rises Lancashire 
may well find that it has gained more than it has lost by the 
growth of the prosperity of India. 

A, Not only that. Lancashire will be selling machinery* 
Japan has turned us out from her markets. „The trade 
between India and Japan has not diminished now. You 
will dW’t the trade. You will get more machinery than 
piecegoods. It is better for Lancashire. 

17415. Q* You say that Lancashire has nothing to lose 
by a prosi)erous India ? 

A* Tluit ought to be the cas 3 -with everybody. All our 
neighbours should be prosperous, 

17416. Q. Bo really a prosperous India will not injure 
Lancashire but might help it ? 

A. It might injure her in piece goods, hut it will help in ' 
some other way. We can he better customers. 

K'417. Q. You probably mean that you will want bettei 
piece goods ? 

A. We may want other classes of goods. 

17418. Q* You may want higher qualities of piece goods ? 

A. Yes. 

17419. Mr, JBirla — Q. Y’ou think that the 8 per cent, 
protection which exists at present is sufficient for the cotton 
mills ? 

A. My idea is that you should have no protection at all, 
8 per cent is a good advantage. ^ , 

17420. Q. Y ou cannot compete without it ? 


A. No. 

17421. Q. Therefore you want 8 per cent? 

A, I do not want 8 per cent. 

17422. Q. Then yon do not want anything at all ? 

. A, I want no change at all. I see no reason ^ | 

rould change when I see the neo<^srty* _ * ^ : 





774 


17423. Q. How P You cannot change your fiscal policy 
every year P 

A, I think the ptesent condition of the industry is such 
that for a period of 5 yeais you need not bother. 

L7424. Q, You think that if there is need for more 
revenue you would rather increase the excise duty and 
import duty simultaneously ? 

A, If you can get it from other sources I have no objec- 
tion. 

17425. Q. Do you think that 8 pet cent, protection will 
be as effective if the excise duty is 1 j be 20 per cent, and 
the import duty 28 per cent, as it was when they were at 3| 
per cent, and 11 per cent.? 

A, I do not understand what you mean by as effective.^* 
Whatever duties you put as excise and import duty the con- 
sumer pays. It is for you to consider to what extent you 
are going to tax the consumer. 

17426. Q. But if the consunfer has to pay a higher 
price, naturally he will economise. 

A* He might go in for more handloom cloths. 

17427. Q. But everybody is not accustomed to the use of 
KhadL You would not like it yourself. Therefore it is 
necessary that we should have protection for our mills 
also which produce fine goods ? 

A, I am not keen on producing fine goods at all, because 
we are doing well at the present time in coarse goods, and 
why should I go in for fine goods which I could get from 
elsewhere cheaper? Why should I divert my capital and 
labour from something which is paying me well to some- 
thing else which could be supplied to me by somebody else. 

17428. Q. You do not want to be self-contained, so far 
as the liner qualities are concerned ? 

A. I don’t want to be self-contained at a heavy price. 

17429, Q. W'here then is the necessity for lu'otection at 
all ? ^ , 

A. The idea of protection is as I have said not to draw 
s\.nbeamsfrom cucumbers, but to accelerate your progress 
oik lines for which you are well laid out. I say that if you 
give 50 per cent, protection and levy a duty on imported 
machinery you won’t be able to work the mills. 

17430. Q. Why should you have piotection in the one 
case and not have it in the other case? 

A* Because in the one case we are favoumhly* situated. 
In the other case we are not well laid out for it. 

17431. Q. How could you define industries which deserve 
protection? 

‘ A^ I cannot say. I know they will develop very- gradu- 
ally. If you put a 50 per cent, duty on Lancashire machi- 
nery you will not be able to make it for 50 years. 

17432. Q. At the same time I find that you quote Mr. 
Montagu speech in the House of Commons where he says 
that all the railway plant and rolling stock should be 
manufactured in India. I want to know what is the good 
of maflufacturing these articles unless you have protection ? 

Jt. I am always in favour of protection to a moderate 
extent. 

17483. Q. I am not talking of protection — moderate or 
high. But I want to know what measures you would take 
if you want to manufacture rolling stock and plant in 
India? 

A. It iafor Government to consider in what way they 
should develop this industry. There is some manufacture 
at present. 

17434* Q. I know everything is nianufacturod at 
mjesoBt, but some of them are not being successfully done. 
IJotbm is manufactured, but we are not manufacturing 
Sier’ «g^8. ' I want to know whether yon would take 
to give an impetus to this industry also ? 
because I -have not exhausted my development in 
tha coarser goods, for whirdi we are well kid out. 

17486. Q. It does not pay at present, but under protec- 
tion it should pay you. - 

- A, It laay pay the manufacturer, but I do not, see any 
advi^atage. I want our oa'pitsd to be used to .the greatest 

174$€^ Q. Do joU think Japan and America have 
harmed themsek^ to any extent by adopting protection 
in some oases up to 50 per cent ? 

^ A, M<h But the oonditiouB may be different, 

1748?. Q.^What is the difference ? 

A* Japan is a country which has no cotton. It has no 
market* Therefore it requires much higher protection than 
X do. 

17488. Q. I do not quite understand your remarks 
about foreign capital. Do you think it is practicable that 
India should have the'same right of buying their properties 
on the same terms a® Sikiith Africa is doing in the case of 
Indians ? Bo you think under the present constitution it 
ia practicable for the Indians to have such rights P 


A. Not Indians. The Government of India may buy up 
such properties if it likes. 

17439. Q. Would you like to establish industries in any 
country where you will always be under the fear lhat at 
any time your industry might be purchased by the Govern- 
ment of tne country ? ^ 

A. You mean the foreigner who plants his industry 
in this country ? It is for him to consider, not for me. 
If he thinks that he is running a great deal of risk in 
planting his industry I do not want him. 

17440. Q. Do you mean to say that you won’t allow the 
foreigner to establish industries in this country under 
protection unless under such a sort of regulation that 
the Government should have the right to buy them up ? 

A* Government has the right to buy anybody’s property 
today. Government is a sovereign State.^ It has right and 
authority over every one of us, over the imported manufac- 
turer as well as the indigenous manufacturer. If they 
want to buy up any mill they can do so. 

17441. Q. 1 have never heard of it before. 

A, They can do it for public purposes. 

1 7442. Q. That is quite a different thing. 

A. Government can purchase a property for public pur- 
poses. They might buy them up for political purposes. 
Suppose there were foreign manufacturers, and the Govern- 
ment of the day thought that it was a disadvantage to 
them then the ‘best thing is for them to buy up the proper- 
ties. 

17443. Q. But you won’t certainly make any conditions 
with the foreigners when they come here ? 

A. Government being the sovereign State has the right 
to do what it thinks best in the interests of the country, 

17444. Q. Then if they have the right, there is no 
necessity to point it out. Then your remarks do not mean 
anything at all. 

17445. Mr.Mant. Q. I understand from your previous 
answers that you practically accept the main free-trade 
principles that it is advantageous to a country to produce 
the things that it is most fitted to produce and for which 
it has a comparative advantage,? 

A, Yes certainly. 

17446. Q. Y'ou merely advocate the acceleration of the 
progress ? 

A* Certainl.y. 

17447. Q. You would only adopt your measures of accele- 
ration gradually as the conditions are favourable. 

A, Cei^tainly. 

17448. Q,, You state that the masses of the people are 
not Interested in imports except to the extent of about 
25 per cent, at the very outside, and you give us a list 
of such imports. Don’t you think they are interested 
in other things also, for instance yarn. That, as you say, 
is mostly used by the handlooms. 

A, I omitted it because the finer counts of yarn used by 
the handlooms are for cloth for the better class people, I 
think some of the finest dhoties are made by hand and are 
superior to what could be made in Lancashire. The 
finer yarn is required for the better class of people, whom 
I have omitted from consideration. 

17449, Q. Imports also affect the masses indirectly. 
Take for instance certain maohineiy. 

A* I have in fact included them in my list. I have 
even included sugar. I think the poca*er classes use what 
they call gur. Sugar comes to 14 crores per year,' 

17450. Q. You have excluded imported piecegoods because 
you say that the imported cloth is commonly consumed by 
the minority. ^ 

A.Yes. • 

' 17451; Q. Does not the import duty that you put on 
cloth affect the price of the coarser cloths which are consu- 
med by the masses ; . 

A, It has been said that the imported g<)cids compete only 
with 15 per cent, of our goods. The competi^di: IfetWeen 
Lancashire and India would be to the extent of 15 pef^ce'nt. 
Suppose you levy a duty of 25 per cent, on Lancashire 
goods. The consumer of the Lancashire goods would pay 
the duty. * - 

17452. Q, My question was : Does not theimx3ort duty' on 
these imported goods affect the price of the coarser 
qualities/ whicli are produced in the Indian mills? 

A* It might. 

17453. Q. Take the case of a recent war year. The price 
of imported cloth rose very high. Did not the price of 
locally manufactured cloth also rise P * - 

A. I have given figures. I see that they have' 

Just before the war we were selling cloth at about lC>|;sEnnae* ^ 
Today it is about Es. 1-9-0. So did . LancatMrsrv”^Ti%'- 
member buying just before the ^ai* a piddelsf' cloth for 
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Rs. 10-8-0. The same I bought in *1920 for Rs. 38 and today 
the piece is selling at Rs. 27 Leipmann’s. * 

17454. Q, If the import duty affects the cost of the 
coarserqiialities, then it must affect the masses of the people. 

A, Of course, it would. The idea of the import duty is 
to make things easier for the capitalists who will make 
more money and employ more machinery and labour and 
increase the output. 

17455. Q. When you say that the masses ai*e only interes- 
ted in 26 per cent, of the imports you have omitted this 
very large proportion of imports. 

A» 26 per cent, would be an outside figure. 

17456. Q. But the import duty affects the cost of living. 

A. All import duties affect. The idea is to benefit the 
local manufacturers to that extent in order that they might 
produce more quickly. 

^ 17457 . Q. You give figures to show how slowly wages 
rise in comparison with prices. The same argument would 
apply! ill the case of a lise of wages following on a protective 
policy, that wages will tend to rise more slowly than 
prices P 

A, Yes. Of course. Wages have risen much more slow- 
ly than the increase in the cost of living. 

17458. Q. I presume that is one of tbe reasons why you 
want to have a moderate degree of protection. 

A. I w’as not thinking of it. Suppose there is an impor- 
tant national industry and that it is at present flourishing. 
Any undue impetus to it would bring in more people, would 
bring in more capital, more plant and machinery, and 
ultimately you might overdo the thing, 

17459 . Q, That is to say, you are anxious about the 
producers ? 

A. About the country as a whole. If my profits 
diminish and I lose of course the country will suffer. If 
my industry is not doing well it is not good to the country, 

17460. Q. You have given us a new and interesting 
oint of view, from the! producers’ point of view, the 
anger of stimulating an industry too quickly. 

A, Yes. Exactly so. 

17461. Q. In answer to the President you explained these 
figures of prices that you have given in your written state- 
ment. I do not want to go into the currency question. But 
there are one or two points I would like to put to you, In 
•regard to the prices you point out that from 1873 to 1894 
the silver price of foo^rains remained stationary, whereas 
the gold prices fell. Was that not due really to scarcity of 
gold in Europe and the fall in the gold value of silver!* To 
put it in other words, really silver remained stationary and 
gold appreciated. Owing to the demonetisation of silver 
in certain European countries there was a greater demand 
for gold. At the same time there was rather a falling off, 
certainly a decrease in the rate of production of gold. 

17462. Q* There was really an appreciation of gold 
whereas silver remained more or less steady. 

A, Yes. 

17463. Q, Then you come to the subsequent period when 
our Indian rupee was linked on to gold. 

A. Yes. 

17464. Q, During that period the production of gold 
increased very much owing to the discovery of gold mines 
in South Africa. ■ 

A* Yes. 

17465. Q. And really the value of gold fell again and 
prices went up all over the world. 

A^ Oh, yes, I say all that. • 

17466 . Q. I wanted to bring out the fact that when, 
we were put on to a gold standard, our prices in conse- 
quence rose with the fall in the value of gold. Ihey rose 
with world prices. 

A. No, there 1 believe that your stateincnt is not 
correct because although there has been a rise in the world 
prices, the rise of the English figures is from 63 to 85 
whereas we rose from 114 to 222. between 1894 and 1914. 

» 17467. Q. Are these English prices merely grain prices ? 

A, No. The Statist gives prices of 46 articles. 

17468. Q. Those are selected. 

A. Yes. 

17469. . Q. What are the Indian prices ? 

A, Only foodgrains. 

17470. Q. Then you are dealing with two quite 
different things. 

A, I don’t think so. We depend on food grains which are 
cheap. The poor people cannot afford to buy any other. 

17471. Q. Eood grain is not the only' thing. 

A, That is the only way we could compare. 

17472. Q. There are general price levels to be compared. 

A. These are Atkinstjn’s figures. They are 100 and odd. 
They are exports and imports. My first contention is that 


with an open mint whatever was the gold value of the rupee, 
the purchasing power of the rupee remained steady. My 
second contention is that after the mints were closed gold 
prices did nse from 63 to 85 but we rose from 114 to 222 
owing to unnatural conditions that you have produced. 

17473. Q. In the year 1894, you give in your statement 
the Indian price as 114 and in the year 1920 the Indian 
price as 358. 

A, Yes, in November 1921 it was 410. 

17474. Q. I have taken the last figure in your statement. 
That is the figure for 1920 and that shows a rise of just 
over three times. 

A. Whatever it is. 

17475. Q. In England the London price in 1894 was 63, 

A. Yes. 

17476. Q. In 1920 the figure rose to 251. 

A. Yes, it is 128 to-day. It has been wired and it has 
appeared in yesterday’s paper. The last figure I tool; 
from the Statist was 133. 

17477 . Q. The figures I have read to yoai show a rise 
of four times in the English prices. 

A. Yes, but they are coming down every month. It has 
come down to 133 and they are coming down during th(‘ 
last 12 months. 

17478. Q. I don’t want to go into that as we have not 
got full details of later developments. I merely point out 
Qiat the figures you have given in your statement show a 
larger rise in the London prices than in Indian prices. 

A. But do you think that you will he justified in neg- 
lecting the latest figures available ? 

17479. Q. Not at all, but we have not the data. 

A. I have ^iven the figure 410 for November 1921 and tbe 
November price in England was 136 and tbe latest figure 
is 133. 

Mr. Jamnadas Dmtrhadas.— 

17480. Q. I would just like to sumnmrise your views 
before 1 proceed with my questions. I think that your view 
is that the free trade policy which England forced on us 
is uiainly responsible for the present economic condition 
of India. 

A> Of course. She did that in her own interests. Mr. 
Bonar Law told Lord Crew in 1912 that it was hypoericy 
for England to say that a free trade policy was good for 
India. 

17481. Q. You also believe, don’t you, that the depen- 
dence of the large proportion of the population on agncul- 
ture is undesirable and that the dependence should be 
distributed between agriculture and industry ? 

■ XYes. 

17482. Q. Tbe policy that was adopted in the interests 
of England never took away the dependence from agri- 
culture to industiy, never made the population in any way 
dependent upon industry ? 

A. Yes, but the chief industry in India would always be 
agriculture. 

17483. Q. The result was that in the years of scarcity or 
famine the staying pwer of the people was practically 
nothing, 

A* The Secretary of State says so. 

17484. Q. Quite so. The standard of comfort which 
Mr. Rhodes said was low is mainly due to the fact that 
people are hopelessly poor ? 

A* Yes. I would not put altogether the poverty of our 
people on currency or on free trade. The rise in popula- 
tion is also a very important factor. 

17485. Q. I don’t want to go into those arguments 
again but tbe sole dependence of the population on 
agriculture is mainly responsible for the poverty. 

A. Yes. 

17486. Q,. You do feel, don’t you, that if this country 
had industrially developed, the standard of comfort would 
have been much better, and the standard of living would 
have also improved ? 

A. Put it the other way, there would have been less 
poverty. 

17487. Q. You go so far as to point out that if ade- 
quate protection were given to the cotton industry the 
natural advantages of the cotton industry are such that you 
would be able to supply 80 per cent, of India’s wants ? 

Jt. Certainly. If Japan without the advantage of a con- 
suming market and without the advantage of raw mate- 
rials can turn out and turn Lancashire out despite all 
her skill of a century and a half, why ^ould not we do 

■it? ... 

17488. Q. That Japan has been able to do it in spi^ of 
having no natural advantages is mainly dfie to protection,? 

Yes. . . - f 
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17489. Q, And you say tKatif adequ^atelprotection were 
given to usj we are in a position to supply 80 per cent, 
of our wants. 

A, Certainly. 

17490 . Q At present you seem to favour tlie present 
policy of 11 per cent, and Si per cent, excise duty on cotton 
manufactures. How much of your want does that enable 
you to supply ? 

A, "We are progressing. 

17491. Q. I should like to know whether you have 
worked out the figure. 

A. It is no use working out figures. You can only gauge 
hy the import of machinery and the import of machinery 
rose from Rs. 8 to 26 crores. That shows that you are ex- 
panding without the impetus of any high duty. 

17492. Q. You yourself point out that almost half of 
your eottou produce goes to foreign countries. 

A. Of course. 

17493. Q. And about more than half of yonr cloth 
supplies come from abroad. 

A, Not now, I think it used to. 

17494. Q, What is the latest figure? 

A. I believe we are producing !is, 70 craves worth of 
cloth. 

17495. Q. How much are we importing ? 

A, I think last year it was Rs, 55 crores worth of goods. 
The average is about Rs. 60 crores worth, 

17466. Q. It is equivalent to how much ? 

A* But we are producing now a great deal more. In the 
last five or six years, we have made great progress, 

17497» Don’t you think that if the duties were 
increased a little more, in the course of a few years the 
growth would be aoceler ted ? 

A, But then you might say that instead of 10 or 11 per 
cent* it was 65 per cent. 

17498, Q. I don’t want you to mention any figure. I 
only want to know whether, if the duty instead of being 11 
per cent, were to be 12 or 1 3 per cent , it would harm the 
interests of jour country? 

A, You would simply tax the consumer so much more. 

17499. Q. You say that it would be taxing the consumer 
so much more. What sort of consumers are they ? Those 
people can well afford to pay and at the same time they 
form a small percentage of the population. 

A* Yes, but would not they be burdened ? In these times 
I would not like to burden anybody unnecessarily. That 
is my point. 

17500. Q. On one side is the burden on a fraction of 
the population who can afford tmpay. On the other side is 
the prospect of being able to snpjfiy all your w^ants in a 
comparatively short i)eriod and of enriching your country 
and of alleviating the poverty of the people. 

A. You could not do that in a day. Even if you put a 
26 per cent, impoii: duty you could not build up mills 
much more quickly. I think that you are progressing as 
quickly as can be expected. 

17501. G. I admit that, hut would it not give an impetus 
to the industry ? 

A* I think that 100 to 150 per cent, profit is surely an 
impetus ^ood enough for any industry but you might Vrgue 
that if instead ol this, it was more, there is no end to it. 
I would^ not be justified in burdening any part of the 
community unnecessarily. 

i7602. G. You think that you would not be justified in 
b«6»dening a portion of the population which can afford 

to hear tke burden* 

A- ‘I' ^ not know. 

17503* G. Bven if the advantages to the whole population 
would be tetv great ? 

A* 1 would only say that the present situation of the 
industry is such that with all per oent. import duty and 
per oeflot* exeise duty, we ought to do ver^ well, as well as 
youoai® expec^^ Anything more you would bk only diverting 
mom iaOney into the pockets of* the already rich manufactu- 
you might over-do a good thing. 

17504, G' ^ou are confining your attention to the 

r wth of the cotton industry. If the cotton industry which 
Che main stay of India at present, were to grow 
rapidly!^ would encourage the industrial growth in other 
directions, would it not f 

A* Yes, it would but it is just like this. If you are 
hun^, you can take a certain quantity of food wKich will 
noutishyon. If you take more, might hurst, and all the 
^imeyou might ssjf that you are taking food for nourishment. 

17505. Q* At ^present other indnsiries are ahaolutely 
starvi^. You have not got any money for starting. 

A- We have plenty ox money. 


17506. Q. If your cotton industry develops fast, don’t you 
think that you will find any amount of money to develop 
otheri industries also ? 

A» We are going as fast as we can at present. 

17507. Q. You would not object to any increase in the 
duty if it does not involve any sacrifice to the large portion 
of the population ? 

A» That is a theoretical way of doing it. I think that 
.,he persent ndvantages are such that j^’qu have got as much 
as you can swallow. ^ Anything more might do you harm. 

17508. G* According to your own statement, Japan 
without any natural advantage has practically outdistanced 
you. 

A. Y'es. 

17509. Q. India with all its advantages is nowhere 
compared to Japan. 

A. Yes. 

17510. Q. And yet you would be satisfied with the 
present rate of progress and would not think of helping the 
progress. 

A* I have quoted figures for 1906 and I liave quoted 
figures for 1920. Well, givens 15 years more time and we 
might do as well as Japan. 

17511. Q. According to your own admission you cannot 
supply more than half of your wants to-day in cloth. Can 
one possibly think of over-production at the present 

moment ? 

A* You forget that the imported cloth which Lancashire 
is suppling is of a different quality and it would take a very 
long time before can supply that kind. 

17512. Q. What proportion of the Lancashire goods is 
used by the masses ? 

A. Yery small. 

17513. Q. Ought this to be taken into consideration ? 

A, What I say is this. You have got protection to a 
certain extent and you are i)rogressiog well. Your idea is 
that if you have more protection, it would benefit you to a 
greater extent. I think that it would do you more harm 
than good. If you take a certain quantity of food, it 
might do you good but if you take more, you might get 
ill. 

17514. G- Here it is only one man who takes more 
food. If you have more money, you feed all the industries 
in the eountiy. 

• A^ You get more money at the expense of the consumer 
who has got to be looked after. 

17515. Q. According to your own admission the prop- 
ortion of the consumer to the population is very small. 

A, Yes, of the Lancashire goods. 

17516. Q. He can afford to bear the burden and he is 
going to give the benefit of it to the whole country which 
you admit there will be. ^ 

A, I don’t think that if you put 15 or 20 per cent, duty, 
the rate would be very much accelerated. You cannot build 
up mills in a day. 

17517. G* Do yo^ ^ean that it would not make any 
difference whether it was 11 per cent, or 20 per cent. The 
rate of progress would be the same. 

A* It might make some difference but it is not worth 
considering. 

17518. G* It would not do any harm ? 

A. How can it, except to the consumer ? 

17519. G* The consumers form only a very small portion 
of the population ? 

A, A small portion no doubt but you must not n^leot 
aT'y small portion. I would look after every one. I 
would look after the interests of the country as a whole. 
All I would say is that no outsider like Lancashire or any- 
bodyelse should interfere with our gradual development, 
that is all. 

17520. G* If JouT argument were pivssed a little fiu*thei\ 
as the opponents of protection do, it would be said that if 
you evennad this 8 per cent. protection^ it wo^aldbe a ten-ihle 
loss to the consumer. ' - . . ' 

A. I don’t think so. 

17521. G* After all if they follow your argument 
logically, they would be justified in bringing forward this 
argument. What would be your answer to that ? 

A. ThatlS per cent, would put them to some loss P 

17523. G- My object in putting this question is that if 
you had more protection, you would accelerate the proffress 
of the industry, ^ ^ 

A. Russia Had heavy protection. She did more harm 
^an good. Too much of a good thing is not good, but ba4 
That IS the long and shoit of it. . , , , ; L . 

17524, Q* Even to reach your gpeal p 

X You could not do it in a day.- - - — 
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A* Put it 10 years. 

17526. Q, That is your opinion ? 

A* Yes, We could do it in another industry in 20 
years. 

17527. Q. Would you select those industries for which 
there are natural advantages and which have prospects of 
being developed in the country f 

A. Yes. 

17528. Q. You would not select all industries ? 

A, We are indirectly helping all industries by having a 
general import duty for revenue purposes. 

17529. Q. Have you thought of any method whereby 
you could select the industries which require protection. 

A, 1 have mentioned some particular industries which 
might be helped but by the import duty which you levy for 
revenue purposes they get help to that extent. Take 
for instance the silk industry. It is a very small and at 
the same time a limited industry and yet you have a very 
heavy import duty because silk is considered a luxury and 
is paying 20 per cent, import duty. The silk industry is 
indirectly helped thereby to that extent. 1 ou have not 
done it for the purpose of developing it simply because it is 
a small industry and its power tf expansion is also limited. 

17630. Q. In answer to some questions by Mr. Sesbagiri 
Iyer, you said that you would not care to divert the energies 
of the people to small industries. 

A. Yes. 

17531. Q. You don't exclude the possibility of helping 
those small industries if the help can be given at a small cost 
to the consumer p 

A, "No, I say that by having an import duty for revenue 
imrposes, you indirectly help these industries. 

i7532. Q. Would you suggest a heavy import duty,? 

An No. 

17533. Q. What would be your suggestion as regards the 
maximum duty ? 

An 1 have already said that 25 per cent, is the highest 
duty I would impose for the purpose of protecting an 
industry. Any industry which requires more than that 
18 hardly w<»rth fostering. I would not do it. I 
would not go near it. 25 per cent, is tbe outside 
limit. 

17534. Q. Would you also lay down that if in the course 
of a few years this industry does not shew any result, the 
protection should be withdrawn ? 

A. 1 would ntft venture to give an opinion as to what 
I should think then and do. You will please understand 
that we are protecting these industries of India through 
the import /luty which we are levying for revenue purposes. 
That is the protection. Whether that p»otectio« help=» 
those 5 dustrios or not, w‘ ether they are capable of 
expansion or not, we do not consider. 

17535. Q. But in addition to the import duty w<uld you 
not select particular industrhs for special protection ? 

An Small industries P . 

17636; Q. Small or big. 

An Big, of course. 

17537. Qn Small industries, you would noi ? 

An Hardly wo»th the trouble. I don’t think that there 
would be any indastry which could . not be protected but 
it would not be worth our while to do this. Onr- is a 
ppm? country and onrs is industrially a young count ly and 
we cannot a^ord to fritter away our res jurces. 

8ir Manechj 00 — 

17538. Qn Y'ou are a millowner yourself ? 

An I am not, but I am a director of several companies. 

17539. Qn You are a public man and you are one of the 
leading citizens of Nagpur or Bombay. 

An Bombay I do not know ; Nagpur, you are right. 

17540. Qn You have been examint d at some considerable 
Ungth. As I am the last person to examine you I want 
to make your evidence perfectly clear. I would, therefore, 
divide your evidence as I have understood it into four 
stages and if I am right I should like you to tell me and 
if I am wrong kindly correct me. I understand fi\fm your 
oral evidence given to-day that in the past the fiscal and 
economic policy of Great Britain ha^ been one of a selfish 
nature, dictated in their owm interests, by imponing raw 
materials and to send out manufactured goods. That is 
the first part. Amiconeet? 

An Yes, you are correct but there is one thing I may 
say on behalf of England that she has been so much 
saturated with free trade doctrines that she thought what 
„ was good for her was good for every body else. It is like 
a man with a full stomach who thinks that no body is 
hungry. 


17541. Q. I am summarising your evidence broadly. 
Consequently I undei’stand from your evidence to-day that 
thoagh you are in principle a free trader. 

I am not a free trader. 

17542. Q. So far as protection is'ccncerned, you are what 
is called a discriminating protectionist. 

An Certainly. 

17543. Q. And you would protect such industries in India 
as need protection judiciously, industries which are strug- 
gling and which by a moderate import duty can be protec- 
ted. Is that a right proposition P 
An Yes. 

17544. Q. Thirdly T understand that it is your 
considered opinion that the prosperity of capitalists and the 
preservation of Indian industries largely depend on the 
well-being and proj^ress of the masses? 

A. Well both the capitalist and the working man must 
be taken into account. The working man is as much 
a capitalist as the capitalist himself. If I am a working- 
man I earn Bs. 30 or 40. 

17545. Q.|I am coming to*that. Lastly in your opinion 
a maximum import duty of 14 to 15 per cent. ;pl^is 6 per 
cent, excise duty is all the protection that India wants in 
the matter of textiles. 

A. I am^ not for [[raising this 3|- per cent, excise duty 
for -protective purposes. If you want it for revenue, then 
it may he levied. 

17546. Q, I am coming to that. That is the gist of your 
evidence. 

An 1 think that a 15 per cent, duty ought to enable 
us to produce 80 per cent, of our requirements. 

17547. Qn In answer to the President I understood 
you to assign three reasons which in your opinion, have 
retarded the growth of Indian Industries, «jia.,(l)jthat labour 
has been victimised, (2) that prices of food grains have 
risen to a great extent and (3) that the purchasing power of 
the rupee has depreciated. 

A. Certainly. 

^ 17548. Qn As regards the first point, I should like you to 
give me some further information. You say that labour 
has been victimised. 

A. Yes. 

17549. Qn You blame Government for it. Why do you 
lay the eblame at the door of Government when you 
niillowners have not done anything iu the pa.t. 

An HowP 

17550. Qn You vourself kept the labour down. You 
did not pay fair and adequate wages. 

A. We have paid adequate wages. If I can get a man 
for a rupee, why should I pay more ? Although we gave 
them higher wages yet <wing to a certain policy of 
yours, you have destroyed the purchasing power of the 
f JiTipee and so far you have victimised Lbour. 

17631, Qn I will come to the purc^'asing power of the 
rupee. Let uh stic- to each jarticulai. point. I amspea iog 
n w of victimising labour. Who has victimised it, the 
employer or ihe Government ? 

An First Government. 

1755 Qn Why? 

A. Bc'-ause they have given vou a token currenc' , they 
have flooded the countiy with a token ourren y. The 
result of it w.ts that between -'894- a d 1-14 before be 
war the pr.ees ro&e by 100 per cent. Now t^e condition 
is MOis**. You therefore iute fer d with natuial 
currency i the country and against the bett^r judgment 
of the Fowler Committee and against the better judgment 
of a man like Lord Meston who in 1910 said that we did 
sericus errors in th • past and that these would all be 
rectified by a gold currency. Y'ou have a token currency. 
Therefore it is the obvious policy of e Government that 
was responsible. Some 8,000 Indians also memorialised the 
Indian Government in 1893 to give them a closed mint 
and to give them a fixity of exchaipge at iSc?. to the 
rupee. We are as much to blame as the Govenment 
and to-day, let me tell you, barring a few, we are as 
ignorant about it as we were then. 

17553. Q. And assisted by the Bombay Millowners also P 
An The Bombay Millowners bad nothing to' do with it. 
They went on incivasing their wages and they hav'e given 
100 per cent, more, which is n<'t, however, quite in keeping 
with the food grain figures. The Municipality is doing 
the same : the Government is doing the same. 

17554. Qn You take us to the time of the closing of the 
mints and then you refer to the increase in wages 1^ 100 per 
cent, during the*" last two years, which, as the President 
reminds me, wa^ given as the result of two strife;^. 
Before the mints were closed there were no substantial 
wages and that was the fault of tiie millownen?. r - „ 

2 0 
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A. 1 do not Utink it was their fault. Ho employer 
would give more than is necesf-ary. Goverument does not 
give it, and the Municipality does not give it. 

17555. Q. The millowner would not give it ? 

A. If I can got a man on Es. 16, 1 would not give 
Es. 16. 

3 7556. Q. Then you say that the purchasing power of the 
rupee has depreciated and prices have gone up. But yo^ 
will admit tiiat this has happened all the world over. 

X I have repeatedly said that. Food prices were 100 
in 1873; in 1804 they were 114 and in 1914 they were 
222, and to-day they are 410. Our prices rose hy a 
100 per cent, after the closure of the mints, hut the world 
prices rose only hy a 22 per cent. And after the heginning. 
of the war our prices rose from 222 lo 410 ; English prices 
rose from 85 to 251, in 1920 but to-day they aie 133. 

17567. Q. So, iu the case of India you would differentiate 
the position? 

A.^ Yery much so. In the one case they rose 22 per cent, 
and in the other case 100 per cent, before the war. We 
ouglit to have given 100 per ^^nt. more wages even before 
the war, which we never .did. Government hy their 
currency policy caused the rupee to depreciate in value. 

17558. Q. But t hat has happened in*Europe, The mark is 
worthless ; the sovereign is worthless. 

A* But. English prices have fallen between 1920 and 
to-day from 261 to 133, while our prices have gone up. 
So you are not correct in sa 5 ing that the same thing has 
happened r,ll over the world. 

17559. Q. The comparison is not then parallel? 

-4. No ; only to a limited extent. 

17560. Q, Now von said in answer to my colleagues’ 
neries tlmt you did not want any xmote tion for the 
ndian cotton industry, and you made two important state- 
ments. You said in the first instance that during the last 
five years we have made a great progress in the mill 
industry, and your second statement was that in 10 years 
time we shall exclude all the foreign imports or at least 
80 per cent, of them. Am I right ? 

A, Yes. 

17561. Q. Now, I would like to examine you a little 
further. You say that in five years wc have made great 
progress in the textile industry. Has not that progress 
been mainly due to the war P 

A* Of coui'se. 

17562. Q. But for the war the profits of the mill industry 
would not have been so large. 

-4. Naturally. 

17568. Q. At»d you do not expect the present profits of 
the mill industry to he indefinitely kept on? 

^ A. You cannot always have lOO and 200 per cent, 
dividends. 

^ 17664. Q. You think there will come a time, and that that 
time is not far distant, when these profits will diminish. 
Is not that so? 

From 200 per cent, if you fall to 100 per cent, there 
will be a diminution. But won’t you be satisfied with a 100 
per cent, profit. 

17565. Q. The profits will diriiinish P 

A, Of course. 

175C6. Q. Are you certain, then that the present margin 
of protection or the difference between the 14 per cent, duty 
ana the 6 per CiUit. excise duty which you recommend, will 
he sufficient safeguard for the textile industry ? 

A. So far as I can see, it would be ample. 

17667. Q. Then, am I to gather from you that this 
pro^rity has come to stay in jlndia P 

A* To a very large extent, yes. Not the 200 per cent, 
or a 100 per cent., hut it would he large enough. 

17568. Q. Htfw much? 

A, 26 or 30 nor cent. It would he quite enough. " 

37569. Q. There will he more mills in India in a few 
years' tame? 

A. Yea. 

17570. Q. There are several mills already projected. 

I am sorry for them, because they have paid 300 per 
cent, more for their machinery, 

17671. Q. Why I atn prosecuting this enquiiy further is, 

I have fdt to-day, after listening to your valuable evidence, 
that in inany instances you have raised inconsistent issues. 

A, I am sorry : I am not conscious of it. 

17672. Q. But let mo tell jovl that you have made a 
great many inconsistent statement in your various answera. 


A. Say in your opinion# 

37573 ! Q, I therefore regret I have to prosecute my 
enquiries further. Let us come to the point which you 
raised. There will he many more mills in India. 

A, Th( re again you have not understood it, ' I am sorry 
that some mills gave 400 per cent, more for the machinery. 
Machinery has come down 220 per cent, already, I think in 
two years’ time we will get machinery for much less and 
we will go swinging. 

,, 17574. Q. There will he more mills in India and there 
will be larger production. There will^ he greater com- 
petition between the mills themselves. With the number of 
spindles and looms increased there will he keener internal 
competition ? 

A. Directly our profits go down to a certain point, we 
stop and go a little slower. 

17575. There will he competition and the profits will 
dimmish, and therefore I want to know whether this 
margin of protection will he adequate.^ 

A^ May I point out, Sir, Japan with all the protection^ 
that she enjoys had to stop her looms going recently. 

17576. Q. Because Japan was guilty of over-production. 
Overproduction is a different thing. Our mills are not in a 
position even to produce one-third of our requirementn. So 
our case is entirely different. Let us not confuse our case 
with that of Japan. 

A. I do not think so. Japan is a producer of goods and 
she is exporting outside. Why should there be over-pro- 
duction? If we want goods we could buy from her.* 
Whether you have protection or not there may he times of 
over-production. It does not necessarily follow that if you 
have protection, there will he over-production. 

17577 . Q. You ai*e a practical man, snd I want to know 
from you whether this amount of protection will he adequate 
when there has been a substantial increase in the number of 
mills. 

4. I think it is quite ample. Yon must remember Uiat 
our spindles have been increasing from year to year. You 
have only at look at the figures. Although we made 
more money during the war we came to a stand -still 
because we could not get machinery. 

17678. Q. Now* coming to the excise duty, Mi*. Wadia,^ I 
believe you are a recent convert to supporting the excise 
duty. 

A* Not a bit. 

17579. Q. You never opposed the excise duty? 

A* I have always opposed it. 

17680. Q, That is what I say. I have followed your 
writings in the public press for the last 20 years. You have 
always been opposing the excise duty. But to-day you are in 
favour of retaining it or even increasing it. 

X I may tell you why I opposed it then, and why I 
favour it now. I opposed it then because the import dutv 
of 3 per cent, was levied only for revenue purposes and 
they compelled us to levy this excise duty on our industry. 
Whether I had protection or not, whether that protection 
was 3| per cent., 15 per cent, or 20 per cent., I did not 
want Lancashire to dictate to me. Now ihat the Govern- 
ment has raised the duty to 7| f er cent, and recently to 11 
per cent., I see no reason why I should withdraw this revenue 
from Government because all import duties and excise 
duties are paid hy the consumer. Circumstances have 
changed now. 

17581. Q. I wanted to know whether you are not a 
recent convert. 

A. Why should you call me a convert, when tlie conver- 
sion is on the part of the Government ? Governmeht has 
become- a convert. 

17582. Q, You are making a mistake. 

-4. Absolutely none. In those days you had only a duty 
of 3t per cent. Things have changed now and the duty has 
gone up to 11 per cent. ^ 

17583. Q. You are confusing the two points. The former 
increase to 7^ per cent, and the recent increase to 11 per 
cent, are not protective increases. The duty is- still a 
revenue duty. It has been raised for revenue purposes The 
Government of India has appointed this Commission to 
advise on the future fiscal policy, hut at present we have 
no protective duties. The duties may have a protective 
effect, hut they are not protective duties. 

-4. You might levy a 25 per cent, duty and it might 
give you more money and you might still say it is a 
revenue duty. You could say that, could you not ? 
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l?584i. Q. You liave said that you were formerly opposed 
to the excise duty, hut you are justifying it now, hecause 
the import duty has been raised to 11 per cent. But would 
you justify in principle the retention of the excise duty ? 

A. Certainly* 

17585. Q. When a particular article is imported into the 
country and pays an im 2 >ort^duty, would it he right to put 
a corresponding excise duty on the home made stuff ? 
Would it he a proper form of taxation ? 

A, Ahsoluteiy, If you want money, there is no harm in 
levying it. 

17586. Q, I am asking you whether it is a ju’oiDer form 
of taxation ? 

A, If we want to raise a certain amount of revenue - 
from the people it is ahsoluteiy correct to tax Lancashire 
goods 15 per cent, and to levy an excise duty on our goods. 
•Both will pay duty and hoth will give us the needed money 
and yet Indian industries will he 2 )roteoted to the amount 
of the difference. 

17587, Q. 1 will accept it as your rule. Then, you have 
said, I have taken your own words “ I would not protect 
any industry if it would hurt other industries or hurt the 
consumer.” How, on that princiide, would you justify your 
lu’oposal of 6 per cent excise duty ? 

A, I would say ‘‘materially hurt.” The Goverimioiit is 
hurting us everyday hy asldiig us to pay incoiuo tax 
because they want revenue. It is a very disagreeable 
process for the Government to extract the money out of our 
pockets. 

17588. Q, The consumer will have to j)ay it. 

A. Of course, we must pay the money. This excise 
duty of per cent, is now yielding about crores. If 
you remove this per cent, excise duty, this 2^ crores 
must ho levied from the country in some other shape. I 
say this excise duty is a better way of raising revenue. 

17589. Q. Would it not neutralise the protection? 

A* In one case you are charging 15 per cent, and in the 
other case you charge oirly 5 per cent. * 

17590. Q. Why this dubious procedure? Why not 
reduce the import duty to a certain figure ? You might 
get revenue from some other source. 

A. I do not say you should not do that. But Govern- 
ment has elected to levy import duties. Government has 
elected to charge Lancashire goods 11 per cent, and Indian 
manufactured goods SJ per cent., and I say it is a proper 
way of mising money. If they do not take this II per 
cent, from Lancashire goods and S-g- per cent, from our 
goods, they would take this money from something else, 
and ultimately that money must come out of our pocket. 

17591. Q. What is your opinion about imtting a dut 3 »‘ 
on yarn ? Would you put an import duty on yarn ? 

A, Certainly not. 

17592. Q. Do you think that .the handloom weavers 
come into conflict with the power looms ? 

A. Handloom weavers do not come into, conflict with 
power looms : it is we who come into conflict with them. 
Every advantage that can be given to the handloom weaver . 
should be given* 

37593. Q, Would you give further protection ? 

A* Yes. 

• 17594 Q. What would you give? 

A* By making yai*n imports free* 

17595. Q. But yam imports are already free ? , 

A^ I would not handicap him in any way. 

17596. Q. Would you give him further protection P 

A* I can give nothing else* I would not |jenalisc him. 
That is what I meant. 


17597. Q. What does the hanaioom weaver generally 
weave ? Imported yarn or Indian j^arn ? 

A. Imported yarn is worth only Rs. 4» crores. 

17598. Q. It would not give you any substantial revenue 
if you tax it ? 

A, No. You must remember that the entire cotton mill 
industry is emifloying only 314,000 labourers, while the 
handloom weavers, according to the Moral and Material 
Progress Report for 1911-12, number about millions. 

17599. Q. That is why you say that you would give them 
every jmssible assistance. You say that they do not come 
into conflict with anybody. If so, why should you 
protect them P 

A, If you levy a duty on imported yarn, then they 
w^ould he prejudiced. 

JamnMas Dwarhadm^ 

17600. Q. What about imported lower counts ? 

A, Lower counts are not im 2 :)orted, 

17601. Q. Lower counts arc coming from Ja]}an, and the 
hrmaloom weavers arc said to be using only higher counts. 
If you levy a duty on Ja])anese lower counts, there would he 
no liarm ? 

A, y ou might make yarn so much dearer. You would 
imt the handloom weaver at a disadvantage. He is buying 
your yarn, and if wo raise the ju'ice of imported yarn, hy 
duty you will also raise ilie jn’ice of locally made yarn, 

/Sir J^aneclcjee Dadciblioy — , 

17002.^ Q, Tlien you make one very imi>ortant point, vis. 
tliat our import duties are such that they really do not 
affect the masses, because they do not consume the imi>orts 
generallv. 

A. yes. 

35603. Q, The masses as consumers arc not direcly 
affected hv.tlic im}>ort duties ? 

A. Not to any ajjpreciable extent. 

17601. Q. What is your limit of import duty at the 
outside ? 25 per cent. ? 

A. Yes. 

17605. President — Q. You made a 'statement that the 
jjresent revenue duties indirectly help the establishment 
of industries. Now, I want you to tell me vrhether you have 
considered the question from this aspect. You know that 
revenue duties have been removed in the past. You may 
remember the textile duties. They were im|} 0 sed and then 
removed altogether. 

A. Yes. 

17606. Q, Do you think that when the tariff is for 
revenue purposes only an 3 ’’hody would he bold enough to 
ixivest capital in industries on the strength of a revenue 
tariff’ which may be taken away any day ? 

A. But our Government would not do so. 

17607. Q. They have done it in the past, A I’ovenue- 
tariff implies that. Revenue tariff^ means that the duty 
will he maintained only so long as it is required for revenue 
purposes. 

A. Then you may call them protective duties. 

17608. Q, Do you think tlxat ^ capital would come on 
the offehanoe of a revenue duty being maintained ? 

A. Now, we have a voice in the Government and the 
Government of India is independent of the Homo Govern- 
ment. 

11609. You will agree that the duty, however small, 
should he*declared protective otherwise jxiople cannot rely 
upon it. 

A. Yes. 

17610. Q. Then you would modify your opinion to that 
extent 
A. Yes. 


(Witness No. 116.) 

Written statement of Gulabchand Devchand. 


. PnoTECnON. 

17611. As the greatest economic need of India is diversity 
of occupations to mitigate the evils^ of poverty and 
famines, rapid industrialization is necessary* It is a fact 
uuivei-sally acknowledged that the distribution of popula- 
tion in this country is not as it ought to be. At present 
India is mainly an agricultural country, Bbe exports raw- 
materials and imports manufactured goods from foreign 
countries. To relieve^ pressure on the soil, to stabilise her 
economic life by bringing about a haimonious growth of 
all industries, to increase national dividend and to make an 


abundant life possible in this country, industrial develop- 
ment is indispensable. In my opinion no price is too great 
to achieve this object. 

17612. Recognizing the necessity of industrial develop- 
ment the question is how to achieve it, I believe that a 
well directed fiscal policy can do a good deal in this 
matter. 

All the civilized countries in the world have used their 
fiscal systems for stimulating their productive powers. To 
me, a question of lYee Trade or Protection is a qnastiofn bf 
facts, and not of abstract principles. Both Protection 
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Ifree Trade ara necessary at different stages o£ a connti*y’s 
economic development. To a purely agrionltnral state 
(without any chance of industiial development) and to a 
highly in^strialized st-ite. Free Traiie is theoretically 
most snitlble, and pvactioallv the best Fiscal Policy, but 
in the period of transition from an agricultural to an 
industrial stage a Protective Policy is indispensable to 
counter-act the effects of an earlier lead of other industri- 
alized countries. 

17013. The industrial development of India is impeded not 
by natural or permanent causes, IN’ot only India is an 
agricultural country but, " fortunately, in addition, she 
contains extensive deposits of co.d, iron ore, lead, zinc, 
copper, wolfram, and other economic minerals together 
with many other important natural resources, upon which 
valuable industries can be built up withoui^ drawing on 
overseas sources for supply of raw materials.” In a 
word, she is rich in raw materials and industrial possibili- 
ties, but poor in her manufacturing equipment. She has 
a large labour supply, a large amount of inert and idle 
wealth, and a large home market. Her industrial de hciencies 
are mainly owing to tbe competition of foreign countries, 
who have, in the words of J. S. Mill, “ <mly a present 
superiority of acquired skill and experience.” 

India is in an infant stage of industrial development and 
hence she requires protection to build up her mimufactures, 
to develop those already established and to start new ones. 
To secure tbe acquired skill and industrial technique, 
scientific and judicious Protection is essential. 

17614 When I advocate Fi-otection, I mean judicious 
protection discriminately applied. It must be accorded to 
those industries for which local circumstances are favoui*- 
able to permit healthy growth, viz,, to those industries f or 
which there is an abundant supply of raw materials, and 
a secure home and foreign market. 

Again it should be accorded to those industries which 
are most likely to stand on their own legs in course of 
time excepting in case of those industries which are 
essential for national safety, for which protection may he 
continued. 

17615. I appreciate the force of the argument that Tariff 
Protection alone cannot build up manufactures unless 
there are other factors of production already in existence, 
bnt at the same time I believe strongly— the tariff history 
of other countries proves it— that a coutitry whose 
industrial development is retarded by unfair foreign com- 
petition and owing to historical reasons a Protective Tariff 
is of veiy gimt use. I want to make it clear that when 
I advocate a Protective Policy, I want all its variati<ms, 
namely tariff duties, subsidies, bounties, transport con- 
cessions, etc. Tariff duties without an active co-operation 
on the part of the state will not do much to achieve 
the object. The whole attitude of the state must be 
chanarea and be permeated with a protective spirit. 

17616, India’s industrial struggle is a struggle between 
unequais. She has to run a race with giants. She is already 
far behind, therefore she must be protected by a tariff wall 
to ward off foreign competition and then earnest and 
^ifiisparing efforts should he made to build up her manu- 
factures. The policies of Japan and Germany may well be 
followe*! to achieve the desire i goal. “The necessity of 
--seouring tbe economic safety of the country and the in- 
ability of the people to secure it without the co-operation 
and stimulation of Gof ernmeut, impose, therefore, on Gov- 
ernment a policy of energetic intervention in industrial 
affairs, and to 'discharge the multifarious aclivities, which 
thht pelioy demands.” (Beporfc on the prospects of British 
Trade in India.) 

17617. Adoption of scientific Protection will undoubtedly 
result in rapid industrialization and diversification of 
occupations. There will be an improvement in slandard . 
of life and the old economic equilibrium will be restored. 
There will be a harmonious growth of all industries, 
agticultural and manufacturing, in due proportion and the 
prosperity^ of the people will increase by leaps and bounds. 
With the industrial development, people will become more 
pre^ressive and enterprising, political edmjation will be 
stimulated by the urbanization of population with its 
salutary eff^ on the political life of the country owing to 
the growth of democratic ideas. 

17618. It is an economic truism that the Fiscal Policy of 
a oemntry is closely boun4 up with her system of taxation. 
A fiscal policy of a emutry maybe either for revenue or 
protective or for both purposes^ A revonue tariff performs 
only one function of raising revenue, while a protective 
tariff serves two purposes at one and the same^ime, namely 
of raisjpg revenue and of according protection to home 
industries. With all tbe sources of indirect -taxation well 
nigh exhausted and with no prospect in reducrion of Gov- 


ernment expenditure both for defence and civil administra- 
tion and With an increased demand on revenue for the 
successful operation of the Jleforms, the crying need of 
India is more money. To me, no alternative seems possible 
but to resort to the fiscal policy with the double object. of 
raising revenie and protecting and promoting home indus- 
tries. To achieve th's result the tariff may be enhanced. 

27619. An effective protective tariff undoubtedly leads to 
a rise in prices, which is the desired object of protection to 
stimulate home production. But in course of time when 
the home industries have fully developed on a competitive 
basis the level of prices will sink to the minimum possible. 
It is also certain that a temporary rise in the level of prices 
will be more than compensated by a permanent reduction 
in future. Further, from a national point of view, it is 
good economy to pav higher prices for some time to secure 
economic independence and to stabilize the economic life of 
a nation. Any apprehension of a conflict of interests 
between tbe agriculturists and the manufacturers is also 
groundless. It is jist possible that the farmers may have 
to pay more for manufactured goods for some time, hut 
they will be compensated by the enhauced prices of raw 
materials and foodstuffs Giving to the growing demand of 
the increasing industrial population. 

17620. [ conclude, therefore, that industrial development 
is the greatest economic need of India. This object cannot 
be achieved without Protection. A scientific protective 
tariff discriminately and sincerely applied, will stimulate 
industrialization and will help the stute to get more 
revenue. The state should take active part in the indus- 
trial development of fche country. A fully developed indus- 
trial India will be happy, prosperous and contented. 

Imperial Treference, 

17621. I believe that the scheme of Imperial Preference 
for this country is economically suicidal and politically un- 
wise. On pure economic grounds India has nothing to gain, 
but all to lose by such a scheme. 

The real need of India is industrial development and for 
this object Protection is all desirable. Without any thought 
of India’s economic conditions and the stage of her indus- 
trial development, the adoption of Free Trade has proved 
disastrous to her handicrafts and indigenous industries. I 
believe that Free Tiade is not the right economic policy for 
this country, but I maintain that Imperial Preference is 
sure to be worse. Under Free Trade, resulting in foreign 
competition, India’s industrial development was retarded 
but under a Preferential scheme, she will have all the 
disadvantages of Free IVade without any of its advantages, 

17H22. What India requii’es is protection against all the 
countries and especially^ against Great Britein. As her 
share of trade in India’s import market was 64> per cent, in 
1913-14 (61 per cent, in 1910 ’2O), the greatest hindrance in 
the way of India’s industrial development is Great Britain, 
hence a scheme of Imperial Preference — unless India is 
prepared to postpone her industrial development —is out of 
question. 

17623. Under a Free Trade policy, there are some redeem- 
ing features— of buying in the cheapest and selling in the 
dearest market. Under a scheme of Imperial Preference, 
both the markets will he limited and Indian producers and 
consumers will have to sell and buy respectively in limited 
markets. I strongly believe that a scheme of Imperial 
Preference is a step forward in the exploitation of India’s 
natural resources bj^ the foreigners. At present all the 
countries are exploiting India’s material resources and 
dumping treir goods in the Indian markets. But under a, 
scheme of Itnperial^ Preference this exploitation will he 
monopolized by Britishers alone. Imperial Preference is a 
convenient political Contrivance of the Imperialists to use 
India’s trade for strengthening ^he financial^ supremacy of 
England, and to ward off the foreign competition in Indian 
markets by getting preference both in Indian imports and 
exports. ^ Frankly, I consider it a preposterous economic 
proposition put before this country, 

17624, It is certain that the adoption of a scheme of Im- 
perisd Preference will lead to the diversion of Indian export 
and import trade into British hands, which will lead to a 
rise in the prices of imports and decrease in the prices of 
exports. It will affect India’s trade balance adversely and 
postpone her industrial development for ever. 

17626. A Protective Policy combined with a scheme, of 
Imperial Preference will he of no asq to this country, for 
the real object of Protection will be defeated. Any degree 
of protection granted to home industries by means of a 
tariff, with a substantial preference in favour o£ Great 
Britain wih enrirely frustrate the salutary effect of protec- 
tion. India cannot build up her industries in a day. She 
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will require some time to bring about a combinfition o£ 
those forces and circumstances which can make her indus- 
trially a full fledged nation. Before she is allowed this 
breathing time, if her resources are bartered away b> con- 
tracting to sell her raw materials to Great Britain preferen- 
tially, she must give* up all hopes of making a headway 
industrially. Her raw materials, which primarily it is her 
right to manufacture for foreign inarkelt!, — by the adopi.ion 
of Imperial Preference, — will be used by British manufac- 
turers to capture foreign markets, before India might turn 
out from her factories, her first day’s output. India will 
have fixed up her shopping with Great Britain only, no 
matter the goods inferior and dearer. It would be a great 
economic miracle if in spite of Protection Indian goods will 
be able to compete with British goods favourably treated 
both ways in her own market much less in foreign markets. 
With India’s helplessness in the matter of making machi- 
nery which is the very corner-stone of a nation’s industrial 
edifice, the advantages of Protection will be more than 
counterbalanced bv a contract in the form of Imperial 
Preference entered into regardless of its disastrous conse- 
quences. 

At present a factory in India becomes much dearer than 
in those countries where machinery is made (dearer by 
about BO per cent., owing to the packing charges, charges of 
removal to the port, freight charges, insurance, duty and 
local transport). Even some of the building materials could 
be placed in the same category as machinery, and to crown 
all this, an artificial exchange, plays its part to render it 
disproportionately dearer. In a word, a plant in India 
costs 60 per cent, more than in those countries where machi- 
nery is made. Lastly, the scantiness of capital in India 
which is responsible for a high rate of interest, contributes 
its quota to the costliness of a plant. This one disability 
alone affords sufficient reason for a substantial measure of 
protection. 

Owing to various initial difficulties such as, dependence 
for maohineiT, dearth of capital, lack of technicSi know- 
ledge, Unskilled labour, absence of Government incentive, 
and an unscientific method employed in agriculture, the 
path of India’s industrial development even with Protection 
IS not strewn with roses. Bvit with Protection combined 
with Impeiial Preference, it will be entirely blocked. 

17626. For the success of Beforms India requires more 
revenue and hence a Protective lariff with a two fold object 
is necessary. Under the scheme of Imperial Preference, 
she will have to lose revenue which she cannot afford to do 

17627. The Government of this country stood always ex- 
posed to the charge that the best economic interests of this 
country were subordinated to those of Great Britain and 
^that the political power was used by the rulers for ecouomic 
domination, and hence the cry for full fiscal freedom. If 
the Eeforms are to purchase Protection at. a price of Impe- 
rial Preference, it will be difficult to rehabilitate the for- 
feited confidence that England’s connection with India is 
selfless. 

17628. To sum up, India hasinothing to gain, hut all to 
lose in a scheme of Imperial Preference. On economic 
grounds, it is a worse policy than the present one. She 
tequires protection for her infant industries, hence she 
cannot afford to give preference to* the Empire. In her 
economic interest, she must sell her produce in the dearest 
market, hence she cannot give preference in her exports. 
As a matter of political expediency— she has not a domi- 
nion Status — she cannot wisely enter into such a scheme, 
as the economic loss will be incalculable. So, economically 
a scheme of Imperial Preference will he suicidal, financially 
disastrous, industrially ixnwise and politically inexpedient. 

,, AjSS'WJEBS. 

A Bcvenue Tcmff. 

17629. Though theoretically, I am in favour of a Policy of 
Free Teade, if it is universally adopted by all the countries, 
I believe that a Policy of Protection for India is indispen- 
sable having regard to the stage of her industrial develop- 
ment. In Ideoiding upon Free Trade or Tariff Protection, 
the question is not one of principle hnt one of the circum- 
stances and object in view, that is to say, we have to deal 
with the concrete conditions of a cduntry, the varying 
factors of its development, and the goal towards which she 
is striving. 

17630. I think that for India, a Tariff provides ii more 
suitable form of taxation than direct taxation. If fresh 
taxation were necessary, it wiH entirely depend upon the 
taxation proposed, whether to choose ^ a direct tax or an 
indirect tax. If more revenue is required, I would suggest 
'to raise the general ad mlorem duty and also the rate of 


duties on the articles of luxuries and comfoits, free list or 
special list may be altered in such a manner that the 
industries may not be handicapped. I would also suggest 
to impose a moderate export duty on all raw materials with 
a higher duty on those exports for which India has got a 
natural or a partial monopoly. But while altering the- 
Tariff in this way to meet the increasing demand of 
revenue, I would like to increase simultaneously on a 
graduated scale the direct taxes also. So by raising both 
direct and indirect taxes in different proportions it is 
possible to arrive at an equitable system of ti>xation. 

17631. I am of opinion that the Tariff.shoald not be 
, continued on the existing principles. The present principles 
are purely revenue or Free Trade principles. As 1 am for 
protection, our Tariff should be based on the principles of 
Protection. 

17632. The existing Tariff Policy had a detrimental effect 
on Indian industries in the past, in so far that with the 
advent of modern scientific methods of manufacture, the 
handicraft industries of India decayed. One of the factors, 
for India, having not been able to substitute hand indus- 
tries by iuiustries run on modern lines, is her past Tariff 
Policy. From a continuance of the present Tariff Policy, 

I believe, there would not be a chance for the development 
of her industries, in so far t\ at a sufficient mcentive to 
start new industries will be lacking, and the existing ones, 
which need protection will be without it. 

17633 1. When an import duty is levied for the purpose 
of revenue only, I would have no objection in theory and 
in practice, to impose an excise duty on the same article 
manufactured in India. 

2. But if the duty is imposed for the purpose of revenue 
and the indigenous industry requires protection I am 
against the imposition of excise duty. 

3. If an import duty is imposed on an article, and the 
industry j.rodiicing the same article in India is fairly 
established, with a scope for full growth in future, and if 
revenue is required, I would "prefer differential customs 
and excise duties. 

17631. I would favor the imposition of excise duty? onl^ 
if revenue is to be obtained. This is subject to the condi- 
tions that such measure of protection is to be afforded to an 
industry, as at its paiticular stage, it stands in need of. 

I would favour the imposition of excise duty for revenue 
purposes, but not with a view not to protect the home 
industry, , 

17685. Whether the imposition of such import and excise 
duties will tend to increase the price, will depend very 
much upon the percentage of duty, the percentage of home 
supply as against the foreign supply, and the nature of the 
commodity, and the position of the industry both at home 
and abroad- 

A Froteeiive Tariff, 

17636. To create and foster Indian industries, the Tariff 
must be primarily framed on protective principles. 

If the present state of industrial development of India 
could be ternmd as ** Crude,” tariff based on principles of 
.protection will undoubtedly contribute to the creation of 
new industries, to the protection of those in an infant stage, 
which wonid otherwise die out, and to the fostering of such 
as have passed an infant stage, but not reached their full 
growth. The greatest economic desideratum for India to 
remove her poverty is diversity' of occupations. To achieve 
this object a judicious protective policy resulting in rapid 
industrialization is indispensable. 

17637. The modern economic organization of society is so 
complex and closely internationally linked that no country 
can afford to be absolutely independent of other countries 
for all her manufactured articles. 

I would look forward to a time, provided all requisite 
circumstances arc made available, for India to bo very 
materially independent of other countries in regard to 
most of her requirements of manufact»ired goods. I do 
consider that there may he certain manufactured goods, for 
which India may have to he dependent on other countries. 
It is not possible for one to furnish a list of articles for 
which India will have to depend on other countries, 
obviously for the reason that a detailed investigation of, 
broadly speaking, the following facts, with regard to every 
imported manufactured commodity, is necessary to furnish 
such a list : — 

(1) Whether the article is an article of direct consump- 

tion or of subsidiary use in the manufacture of some other 
commodity. ^ ^ . 

(2) Whether its raw material is available in this countty 

or not. ' 

(3) If the article is of a pbsidiary use for mmtm 

tore of some other commodily, it is to' be seen ; 



laateriuls an4 otlier requisite circumstances arc favourable 
for establish ing an industry wliich may exist on its own 
legs. 

(4} 3£ an article is of a special nature (or if an article is 
attracted because of the taste and fancy of a class of people), 
in which some other country is very favourably pUced in 
all the aspects of production, it is to be asceriained 
whether this country will have to depend on foreign 
countries for such articles. 

(5) Whether an article is such, for which there is a large 
local demand, and for wliich the raw materials are not 
available. 

17638. I would favour the imposition of protective duties 
for the development of Indian industries ou some articles 
and not on all imported manufactures. 

17639. I favour protection of some industries by a- 
protective Tariff , Such protection should^ be extended 
irrespective of the fact whether the local industry is in 
existence, or it is in an infant stage, or it is fairly estah- 
lished with a scope for further expansion. The principles?^ 
on which a selection of such industries may he made, would 
be more or less as follows : — 

(1; Such industries as for which natural circumstances 
are fa^murable, and whicli have a future for further expan- 
sion. By natural circumstances, I mean the abundance of 
raw materials and a local market. 

(2) Such industries, the total value of whose imported 
manufactured articles is very large. 

(3) Such industries as arc of national importance for 
existence or for defence, or for running other industries, 
(Key industries). 

(4) Such industries as for which raw materials are avail- 
able in abundance, and a large foreign market could be 
found for their finished products. 

17640. In the main, -I ^vt)uld confine protection to such 
industries as could he really called staple industries and 
wliich in time may be able to stand against foreign com- 
petition witliout such assistance. I would at the same 
time contemplate the immediate establishment of such 
industries wljich are essential, either for defence or for 
national existence, or of such industrial importance as to 
dq>end for that article on a foreign country, would be high- 
ly precarious to some other industries. I believe that in 
course of time ail industries will stand on their own legs, 
but if need be I would not hesitate to grant continuous 
protection to industries mentioned above. 

17641. I would be in favour of granting such protection 
against fox’oign goods favoured in the manner described in 
the question. 

For the industrial and commercial advancement of India 
I would suggest the establishment of Trade Consulates in 
all the important countries of the world, directly under the 
control of Indian Government, even if such organization 
adds to the present expenditure of the Government. The 
duty of ascertaining the facts with regard to the help 
which foreign Governments give to the articles imported in 
India, should he entrusted to this Organization. 

In case if an article imported into this country, with or 
without any protective duty at a particular time, is sub- 
sidised by a foreign country, then such a high ftnU-dump- 
ing duty or a duty may ho levied to undo the efet 

of subsidy. 

lietaliation may bo resorted to according to the import- 
ance of a given case and its practicability . 

17942. I have my doubts if band weaving industry could 
W'uajsxiad ou side by side with power loom industry on 
comiietltive basis from a national point of 
tlW. But as the e’xistiiig power loom industry is unable 
to toeet the total demand of the country, and as already a 
large numhet of artiBaULS dSRstw their living out of this hand 
industry and as the same is supplying the need of the 
people to a Urge extent, I would like to see the mainten- 
of the industry. The greatest stumbling block in the 
way of an individual weaver is the archaic process of pre*- 
paring his yam lor the loom. This method is wasteful 
ii is impossible for an individual artisan to substitute 
it by a modem one. Hem-e the Government should supply 
this need by selling at cost price yam prepai-edhy modem 
mfetho<L which would avoid the wasteful process' above 
refeitea to. 

1 7646, I do not think that protection will bringin a danger 
of any^ eombin«.rion among the protected manufacturers to 
maintain g'*<u!«t-monopoly rates. To my mind, combination 
is possible only if the margin of profits is reduced to the 
level of cost, which is the result of a cut-throat competition. 

There is likelihood of the prices being spontaneously 
maintained higher than they would otherwise be without 
protection to a level of prices of the imported goods, which 
is the desired object of protection. ' 


In the long ran, after an industry is firmly established 
with no danger of foreign competition and with a capacity 
to meet the locil demand to a material extent, redaction of 
protective duty may be resorted to as a substantial measure 
against any existence of a deliberate combination, if it is 
found. 

17644. I think that if protective policy is adopted, there 
is a possibility of British and foreign firms being established 
in this country. In the vital economic interests of the people 
of tliis country, my attitude towards such a possibility 
would be that of discouraging them. 

As the advent of tlio modern industrial revolution had 
its horue in European countries and as the Governments of 
the most of the Western nations had a definite industrial 
policy during last fifty years or so, the Western nations at 
present, with commercial skill, technical knowledge and 
command over capital, are more favourably placed for 
industrial enterprises than Eastern nations. Without a 
definite industrial policy on the part of the Government of 
India in the past, it was possible for outsiders to control 
several industries in this country with consequent economic 
drain. If that be so, then under favourable circumstances 
of protection, there is no doubt that there is every likeli- 
hood of foreign capital finding its flow into this country 
under foreign management and under foreign superior 
technical staff. 

In corroboration of what I have stated above, the follow- 
ing statement from the Report of Mr. Ainscongh, His 
Majesty’s High Trade Commissioner for India, appear- 
ing in the review of the sa’d Report, in the Times (London) 
Trade Supplement, Nov. 26, 1921, may be cited. 

*• Jf and when a protective tariff is imposed the whole 
question of establishing Branch Works in India, must he 
reviewed from an extremely fresh angle as many manufac- 
turers may find it more advantugeous to produce within the 
tariff* wall than outside it.” 

Obviously this would be nothing less than industrial 
exploitation with the result that the profits would go out 
of the country, there would not be employment of Indian 
capital ou a progressive profitable basis, there would be no 
opportunity for this country to acquire the necessary 
technical skill to work up raw materials into finished pro- 
ducts. The only apparent advantage would be the employ- 
ment of manual labour, which would be very insignificant 
compared with the disadvantages of Indian industries under 
foreign control, as described above. 

The following Router’s telegram dated December 22nd 
further sirengthens my fear about the menace to the 
Indian Industrial development. 

Referring to the visit of Mr. Mackay Wood, of the Calico 
Printers’ Association to India, to investigate the possibili- 
ties of establishing works in that country, the “ Manchester 
Guardian ” points out that not only will the ordinary 
incidence of tariff be considered, but the fact that even if 
printing and finishing should be done within walls, tariff is 
still applicable on cloth imported in grey state, and there is 
a possible extension of the boycott. 

The situation for Lancashire printer and finisher is very 
grave and that it will soon be impossible to carry on, is 
authoritatively asserted. 

17645. Under a protective system, I do think that there 
is ^ a possibility of a conflict referred to in the question. I 
think that having regard to a specific case, there would be 
no difficulty in adjusting such conflicts of interests. 

Mffect of •protection on prices and on the consumed* 

37646. When an import duty is imposed, I think ordi- 
narily a part of it is passed on to the consumer, 

. To what extent does the rise in price, consequent upon 
an imposition of import duty, fall on- the consumer, 
depends on various factors, quite special to a specific case. 
Some of these factors would be as follows 

.(1) Whether the commodity is of direct or indiretit 
consumption. 

(2) Ii of indirect consumption, and at the same time* 
the percentageiiff the duty causes only a very insignificant 
rise in the cost of production, there may not be any likeli*^ 
hood of a rise in price. 

(3) Whether the imported article has to face the competi- 

tion of local manufacture or not, and the relative cost of 
production of both these manufactures at the centre of 
consumption and the proportion of supply of each of 
these manufactures, are to ce taken into consideration- „ . 

17647, If a protective duty causes a rise in pricer i ' 
lieve that the rise, in course of time, ^ill so adjust 
the new conditions, that it will cease to be permanently 
effective. 
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17648. If there is an increase in price to the In<^ian con- 
anmers, for the sake of developing Indian Industries I 
would ungrud-gingly accept it. Because I am firmly 
convinced that the estahlishra ent of an industry hi a 
country, with all its benefits, would outweigh a temporary 
disadvantage of a rise in prices. 

17649. When I accept a rise in prices to the Indian con- 
sumer, for the sake of developing Indian industries, I 
would have no regard whether the protected article is a 
necessary of life or not. 

For a country with alL the economic potentialities like 
India, there is no question at all of her being able to 
produce the necessaries of life, I would therefore in the 
permanent interests Of this country, prefer a temporary 
rise in prices to the consumer, than state of dependence 
even for necessaries of life on other countries. 

I would class food, clothing and housing, as necessaries 
of life. In the first case India is entirely independent, 
and in the last case too, except for the rich classes, the 
nation is equally independent. Regarding clothing, the 
established textile industry, undoubtedly indicates that 
with its full development it is capable of meeting the 
total demand of the country. In order to bring about 
such a result, protection is needed. 

17650. By the adoption of a policy of protection, I do not 
fear a material increase in the ;prices of necessaries of life, 
so as to make the cost of living very hard. If at all an 
increase in the cost of living takes place, for the classes 
mentioned in the question, I am confident, that the same 
would be soon covered up by a rise in wages, for all these 
classes. 

Mffect of p'otection on foreign trade, 

17651. I think that by the adoption of a Policy of Protec- 
tion judiciously put into practice, if foreign trade is at all 
affected, it will he only to a small extent. I confidently 
look forward to the general commercial position and 
prospects of the country, being improved and developed. 

Use of Tariff' for Bargaining, 

17652. Looking to the nature of our exports and 
imports, I think that this country will neither be in need 
of, nor would it be to her benefit, to so amnge her Tariff 
as to use it as an instrument for bargaining with other 
countries. 

Our chief exports are raw materials, and hence they 
require no favourable treatment in foreign markets, as it 
would be the case for the manufactured exports of a highly 
industrialised country, and which has to depend for her 
subsistence, to an appreciable extent, on foreign n arkets. 

The tariff history of the world proves that a tariff framed 
for bargaining is not generally effective in its object. 

^ Organisation for investigating the claims of industries, 

1765S. On. the adoption of a policy of protection, it would 
be necessary to have a permanent organization to investi- 
gate the claims of different industries to protection and 
for the readjustment of tariff rates, from time to time. 
Such an organization shouhi be adequately staffed, and 
should be mainly rerruiied from Indians, who, with their 
local knowledge, and Indian outloolc, will he better placed 
to grasp the conditions of different trades and industries, 
than outsiders. The staff should undoubtedly be compe- 
tent and well-paid. ^ ^ ^ 

Such an organization should he divided into Imperial 
and Provincial ones. As the Industrial departs ent is now 
‘h Provincial one, such an organization ought first to be 
Provincial. As the industrial development of this country 
is*mainly to be achieved at the hands of the Provincial 
Governments this organization, whose main function will 
be to investigate tlie cases of specific industries for protec- 
tion ought to be mainly provincial. In a country so large 
as India divided into various provinces, an organization of 
this nature, as au Imperial Department and absolutely 
under the control of the Imperial Government would be 
totally unfit and not advantageously placed to carry out 
its functions, whereas, a provincial organization would be 
directly in touch with the industrial needs of a Province 
and would he better placed to remain always well informed 
on subjects relevant to its functions. I would therefore 
urge that though in one sense, it would be the function 
of such an organization to send suggestions to the Imperial 
Government on questions of customs and tariff, it should 
not he made an Imperial Department, hut it should he 
mainly Provincial for reasons already stated above. 

As the tariff for the country shall have to he finally 
ftxed by the Imperial Government, the suggestions coming 


from the various Provincial Governments may he finally 
decided by the Imperial Government, as well as. the 
inter- provincial conflicts may be finally settled and decided 
by the latter. 

For this reason, an organisation in the Industrial De- 
partment, and not in the Finance Department of the 
Government of India, may be created by means of which 
the Government of India may always be kept well informed 
as regards the matters relating to Tariff. 

The object in attaching this organisation to the Indus- 
trial Department, and not to the Finance Department, is 
that' it will have to decide questions regarding the measure 
of protection to he given iiTespectiva of revenue considera- 
tions. 

The Provincial organisation should be affiliated to the 
Provincial Industrial department, aud should he under the 
absolute control of the Provincial Government and be 
maintained by it. This organization may make investi- 
gations at its own initiative or at the instance of either the 
Provincial or the Imperial Government. There should be 
a good spirit of co-operation between such organizations of 
different provinnes, in order that raster interests of the 
country at large may not suffer because of the provincial 
claims, and that inter-provincial conflicts may he eliminated 
at an early stage, and that interests and sJand-points of 
various provinces may be better appreciated by one 
another. 

It need not he mentioned that there ought to be also a 
spirit of co-operation helween the Provincial and the 
Imperial organization. T would further recommend to 
strengthen the Provincial organization by an advisoiy 
committee, partially constituted from the menihors of the 
Legislative Council and partially from the public. 

JEorpori duties, 

17G54. My view of the export duty, is that it would per- 
form various functions under various circumstances. I need 
not mention that the percentage of duty and the position of 
a particular commodity, so far as its supply" from one 
country and its demand in other countries, are to he taken 
into account to see as to how far an export duty will he 
effective in serving the object in vi3w. 

Export duty may be levied with the objects of raising 
revenue, affording protection to home industries, conserving 
indigenous products for the welfare of the people, and also 
for bargaining with or retaliating against other countries. 

17655- Theoretically it is supposed that generally 
export duties lead to a diminution of export trade, but this 
also depends on the percentage of the duty, and the 
position of a particular commodity, so far as its supply 
from one countiw and its demand in other countries are 
concerned, in the world market. 

I believe that in certain ciroumstance.s an export duty 
could be levied without injuring export trade of a country. 
These circumstances may be briefly stated as follows : — 

(1) If tlie"article is of a monopolistic nature. 

(2) If the .supply forms a large proportion of the total 
demand of the world. • 

(3) If countries buying that article are unable to find a 
suitable substitute from any other source. 

It is not possible for one to furnish a reliable list of 
such articles of export, on which export duty may be 
irapo.‘?cd without any injury to the export trade, in the 
abRen<»e of statislitis and detailed information regarding 
the po.silion of India’s raw raalerials, in the world market. 

In order to ascertain exact fncts with regard to our 
exports, an inquiry on tiio following lines should be under- 
taken 

(11 The percentage of export in relation to local produce. 

(2) The percentage of our export in relation to world’s 
demand. 

(3) Tee countries of demand, and the proportion of each 
of them compared with the world’s total demand. 

(4) The countries of supply and the proportion of each 
of them compared with the world’s total supply. 

(5) The quality of our export, in so far as it is infermr 
or superior or of a special quality. 

I consider it advisable to impose export duty on raw 
materials to encourage its retention in India both for the 
purpose of manufacture and for the purpose of preservation 
of these articles for the welfare of the people of this- 
country. 

17656- I consider that it would he .of advantage India 
to impose an export duty on foodstuff with a view to preser- 
ving food resources for the people of this country, having 
regard to our home produce being not adequate to our 
requirements. 

Though it is very difficult to answer whether the Indiaii 
prices would he lowered and he effective in reducang 
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cost of living, I- am inclined to think that to a certain 
extent such a result is possible. 

Considering the inadequacy of our total produce— an 
undeniable fact— the statistics of two chief articles of 
export of food-stuffs, rice and wheat bear out that the 

quantity exported is snot very immaterial. Out of the 
total exports of food-stuffs iii the year 1913-14 of the 
value of Rs. 4,516 lakhs, rice is 2,663 lakhs or 8 per cent, 
of its total produce, and wheat is 1,313 lakhs or 14 per 
cent, of its total produce. By levying an effective export 
duty, it IS likely that to a certain extent, Indian prices may 
be lowered with its effect on the cost of living. 

I apprehend no detrimental effect to the agriculturnl 
interests and on the quantity of food-stnffs produced, the 
reason being that there is already a shortage of food-stuffs 
for our people, as well as I do not fear the total extinction of 
our exports. 

17657. I do not consider it advisable to impose an export 
duty on raw material, in retaliation for an import duty 
imposed by a foreign country on our manufactured 
exports. 

The general position of our exports will show that a very 
little portion of the total exports consists of manufactured 
goods, and again the countries which import our manufac- 
tured goods, are not the importers of our raw ntaterials. It 
wouldj therefore, be inadvisable to levy any export duty on 
iW materials, as a measure of retaliation. 

The second reason for the inadvisability of such a course 
is that by imposing an effective export duty against a 
particular country, we would he eliminating competition 
to that extent with its effe^ of lowering prices and at the 
same time, we would be giving another country an opportu- 
nity to make profit by selling our export to that particular 
country at our cost. 

Imperial Preference » 

17658. On no grounds I am in favour of the idea of 
Imperial Preference. 

The scheme of Imperial Preference would mean to give 
preferential rates to the countries of the British Empire, 
both for India’s imports as well as exports, as against 
foreign countries. .There cannot be an economic proposition 
of gi*eater moment and of far-reaching^ importance made to 
this dountry than the one of Imperial Preference, which 
is bonnd to affect the most vital economic interest of this 
country. In approaching the solution of this problem, there 
is no donbt that the sole determining factor ought to be the 
economic interest of this country iiTespective of any other 
consideration. The community of interests between the 
several nations comprised in the British Empire, is that of 
help in an hour of need. That is the sole tie of affection 
and intere.st that justifies the existence of the British 
Empire. Any attempt to strengthen the tie of relation 
between different members of the British Empire on 
economic grounds would be futile. An economic entente 
of the kind proposed in the scheme of preference is likely 
at no distant date to increase enemies of the British 
Empire. The trade interest of the different members of 
the British Empire are so closely bound up with those of 
other nations of the world that no sooner an economic 
isolation of this nature is brought about and, however 
successful it may ostensibly appear for some time, a tariff 
warfare with different nations of the world on the one hand 
and the British Empire on the other, is bound to ensue. In 
of i^me such a state of things is sure to prove very 
to the British Fmpire as a whole. The world 
beyond doubt that without such artificial 
©eontmio ties, the solidarity of the British Empire has , 
remained unimpaired. 

On pure eoonomie grounds, the present undeveloped 
condition of India would totally forbid her to think seriously 
to enter into such a scheme, neither would I think that 
wnomic interests of India would he served by her 
parfiripation in 2 ^ scheme of this nature, having regard to 
her economic resources. 

t m of opinion that by the adoption of a system of 
Imperial Preference, on other grounds, the economic loss 
would be so terrible and would be of so permanent a nature 
thaiit would he Sukidid for this country to adopt it. I- 
am eoafident that a tariff system of this nature will affect 
detrimentally the daily life of the whole nation, and the 
development her r^ourcea would be strangled. 

17659, As I am totally against Imperial Preference, there 
cannot be any question of differentiation of treatment to the 
ITnit-ed Kingdom and other parts of the British Empire. 
If at all the question of a differential treatment has to be 
seriously considered, then, because the tmdo of this country 
with the United Kingdom is so large that with a due sense 


of our vital interests, we cannot afford to give a more 
advantageous treatment to the United Kingdom. Our 
trade with the other parts of the Empire is so insignificant 
that if a different treatment has to be given, we can afford 
to treat them more favourably. But on political . grounds, 
I would not think at all of giving any preferential treat- 
ment to the other ] arts of the British Empire, as compared 
with foreign countries. 

17660. I believe that an incalcnlahle harm will he done 
to India, by a system of Imperial Preference, gain being 
absolutely out of question. 

Under a Free Trade Policy though economically bad 
for this country, there is at least one advantage both to 
the consumer and to the producer, as the former has no 
restriction to buy from the cheapest market and the latter 
to sell in the . dearest. Under a Preferential scheme this 
advantage will disappear. 

By the adoption of a Preferential scheme, there would be 
elimination of nataral competition, with its evil result on 
the price that the producer will get and the price which the 
consumer will have to pay. It is a well-known fact that 
the prices ruling internally for our imported articles and 
for our articles of export, have a very close relation in 
determining the cost of living, since our exports pay for our 
imports, and ‘mce versd. By driving our international 
commerce by n eans of Preferential Tariff into two opposite 
directions in so far as the price goes, our economic life is 
hound to he very adversely affected. 

Our exports show that India exported in 1938-14, the 
last normal pre-war year, 38 per cent, of her total to the 
British Empire (24 per cent, to Great Britain) and 62 per 
cent, to tbe foreign countries. 

This is an unquestionable piroof'that for a great quantity 
of our exports, our customers are uon-British countries. 
For a variety of our exports, chiefly of raw materials, in 
which the prices even for inteimal distribution are deter- 
mined by prices for exports, the question would he, whether 
we can forego the advantages of an open competition. 

Regarding the export trade of India, as her best buyei’s 
are the non-British countides, it is to her interest to have 
an open competition in her export market# Afc present 
Great Britain and other parts of the Empire give pre- 
ference to Tnd*an tea, coffee and tobacco, but that advantage 
is not very material. I believe that these commodities 
stand on their own merits and require no pi’eference. 
Begerding otl’er exports, Great Britain cannot afford to 
give preference to Indian produce, for she cannot make 
rood for her people and raw materials for her manufactures 
dearer by imposing duty or higher duty against the non- 
Empire produce, snd even if she does India has nothing 
to gain because 62 per cent, of her total exports which are 
at present sold in the dearest market will have to he sold 
in a limited one, so I mamtain that in her export trade 
she has nothing to gain. By limiting export market, her 
producers will have to accept lower prices because it will v. 
be shown from my answers to the questions 41 and 42, that 
even with a slight preference in India’s exports, there is 
a possibility of complete diversion. ' 

The following observation from the Times Tra:de 
Supplement {20th Koverrher 1921) will substantiate mr 
fear : “ Mr. Ainscough thinks that every effori should he 
made to stimulate imports of Indian produce to the United 
Kingdom and to retain our valuable entrepot trade which 
has been of incalculable benefit in stimulating British 
exports#” 

As 70 per cent, of India’s total imports in 1918-14 
were from the British Empire (64 per cent, from 0reat 
Britain) by giving preference to the Empire goods, m<xte 
opportunities will^ he given to Great Britain to strengthen 
her hold over India’s market. At present, Indians buy in • 
the cheapest market, and for some time to come to equip 
herself with industrial requisites, she must buy machinery 
and plant in the competitive market. ^If prefereh'Kal raj^ 
is adopted, she will have to huy in a liniited market" and 
wBl have to pay more. iTot only this but the great 
hindiance in her industrial development is Great' Britain 
and by giving preference to her goods India will postpone 
her industrial development for years. 

India must continue to buy in the cheapest market' tiir 
she is in a posirion to meet her own needs. Japanese, 
American and German competition is increasing and if a 
preferential scheme is adopted, I think that a tariff war 
or retaliation may ensne. 

To conclude, T agioe with the view of the Government ' 
of India 0^63) that without any such system,' 
aready enjoys a large, probably an oxceptionajlk 
measure of the advantages of the free e 3 SChang^.’#"^Mfe^, 
and exports,” 
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17661. By tlie adoption of a scLeme of Imperial Pre- 
ference it is most likely that the total volume of onr 
import trade may increase in value, and the total volume 
of our export trade may decrease in value ; thus affecting 
our favourable balance of trade, and in course of time the 
difference may be reduced to a point when it may begin to 
affect adversely. 

By placing our international trade in such a position, our 
trade with foreign or non-British countries is bound to be, 
to a material extent, diverted to the British countries, with 
disastrous result of a very far reaching character on India’s 
produce of raw materials, trade and industry. 

Considering the position of our imnort trade, we find that 
of our total imports 70 per cent, are from British Empire 
(64 per cent, from the United Kingdom and 6 per cent, from 
other pai’ts) and BO per cent, from the foreiarn countries. 
Already^ the position of British imports is very strong com- 
pared with that of other countries. By an imposition of 
an effective preferential import duty, in favour of British 
goods, the position of British trade in India will stand on 
so firm a foundation, that the British trade will have 
acquired almost a monopoly. To the extent to which the 
foreign goods are rendered dearei*, as compared with British 
goods, the prices of British goods will remain high. 

But in course of time with the partial or complete 
elimination of foreign goods from Indian market,, ps the 
case may he with regard to a given commodity, the British 
trade will have secured such a footing that India will have 
to pay monopoly prices, which is so obviously going to 
augment the value of our imports. 

One other result that is likely to ensue is that certain 
foreign commodities will find their way to India through 
British hands. 

There can be no doubt that a scheme ot Imperial 
Preference will lead to diversion of trade and this will 
compel liudia to forego a foreign article which may he of a 
specific quality, arid to buy a British article. 

Now dealing with our exports, we find that our position 
is in no way better than imports, if Imperial Preference 
is thrust on India, ‘We find that 62 per cent, of our 
exports go to foreign countries and the remaining 38 per 
cent, are to the Empire (24 per cent, to Great Britain, and 
14 per cent, to the other parts of the Empire), By cora- 
p'elffPg the foreign countries to buy oin* articles appreciably 
dearer than the Empire, at the .very, door of our country, 
would inevitably lead to diversion of trade, elimination of 
competition resulting in reduced prices to the producer and 
paving way for the Empire for establishing an artificial 
wade, in Indian products, allowing the profits to go outside 
the country tq the great detriment of the producer. 

As in imports, by creating a position of monopoly in 
the hands of the Empire, leading to a rise in the value of 
imports, so in exports, by creating a similar position^ the 
value of exports will diminish. 

. C, — Manufactures. 

17662. I am interested in the' Textile Industry and in 
the capacity of an agent and a director of a Cotton Spin- 
ning and Weaying Mill. 

1766$. I conmder that there are natural advantanges for 
this iadttsticy in India, and they are as follows 

(1) Eaw materials. 

(2) Iiocal market for finished products. 

(3) labour. 

17664. I consider that the industry is of a substantial 
importance to the economic prosperity of this country. 

17665. The state of organization and equipment of the 
Cotton Textile Industry in India as compared with that in 
other countries is not very favourable. Because of the 

, V IneflBciency of labour. 

. (2) Dependence for plant on foreign countries, which 
out of proportion increases the initial outlay. 

(3) Want of first rate technical experts. 

(4) Disparity in internal railway freights in contrast 

to tibose for imported goods. 

(5) Dearness of the working capital. 

(6) DiflSculties in raising adequate capital. ^ 

' (7) Impurity in the supply of raw materials, and the 
want of long staple fibre for finer goods. 

(8) Absence of concerted effort fo push Indian goods in 
foreign opuntries. 

17666. Mainly on the local market and to a certain extent 
on China, Hongkong, Persia, Stiaits Settlements, Aden, 
Egypt, East Africa, Turkey and Ceylon. 

17667. In the Indian market, the competition is from the 
Kingdom, Japan and of late from the United 


States of America, and in foreign countries the competition 
is from the United Kingdom, the United States of America, 
Japan and other countries. This competition^ is extended 
more or less to all classes of goods and it varies in degree 
with different classes of goods at different times. 

17668. The great advantage of a very important nature to 
the competing cou’^ tries both Japan and the United 
Kingdom is that machinery is locally obtainable, and that 
the climate of both the conn fries is highly favoumble. 

In case of Japan, the subsidized freight is an additional 
advantage, and in the case of the United States of 
America, an abundance of supplv of a high class raw 
material. The general state of the organization of industry 
in those countries is far superior to that in India. 

17669: Taking into consideration all the factors with 
regard to this industry, T think that the industrv does need 
protection. I am of opinion that a profection of about 
25 per cent, for the present will be fairly adequate to 
stiniulate the expansion of this industry and it will not hit 
hard the consumers. 

In 1913-M, India imported cotton piece-goods worth 
Es. 6,629 lakhs. The total consumption of cotton goods 
for 1913-14 was 431 crores yards. Of these, 313 evoves 
yards were supplied by the foreign countries, while the 
whole home supply was only 108 crores yards. These 
facts prove heyond doubt, thaf there is a vast scope for 
expansion in this industry, hence my advocacy for a pro- 
tective duty of 35 per cent. 

17670. I think it likely that if protection is granted, the 
industry will eventnally reach a level of development, 
which would enable it to face the foreign competition with- 
out the aid of protection. 

17671. I do not think that the industry suffers from 
dumping. ^ * 

17672. By the depressed exchanges in the competing 
countries, the competition in India is accentuated and it is 
very difficult to make any forecast as to whether this 
phenomenon will he permanent or temporary.. 

17673. I consider that any remedy of an artificial nature 
would fail even to work as a palliative and what India 
needs to put her exchange on a sound basis, is a proper 
monetary system. ' 

17674. Though it is very difficult to describe the effects 
which the enhancement of the Tariff has produced, it is 
certain that it had a salutary effect on the industiy. 

17675. There is no export duty on cotton. . 

17676. The partly manufactured product of the in- 
dustry, yarn is used as raw material for the weaving 
industry, almost entirely for the handlooms of India and 
China. 

The quantity of yarn produced in India daring the 
official year 1915-16 amounted to 722,424,679 lbs. Of this 
amount 314,512,996 lbs. were consumed in the production 
of cloth by mills, and 160,231,736 lbs. were exported, leav- 
ing a balance of 247,679,847 lbs. for band weavers. 

17677. I would prefer a system of protection under which 
various industries receive varying amount of protection in 
accordance with their needs. 

D-^Baport Trade. 

17678. As the exports from India are mainly raw 
materials, and the conditions necessary for imposing export 
duties without injuring t lie export trade are^ in some cases 
fully and in other cases partly in existence, it is expedient 
to impose a moderate export duty on all exports of raw 
materials and to impose higher duties on those exports 
for which India has got a natural or a partial monopoly. 
The present export duty on jute, rice and tea should also 
be increased, and the rebate on hides and skins to any part 
of the Empire should be abolished. Indian export trade is 
not hampered at. present by high import duties in any 
country. 

By a preferential rate granted by the United Kingdom 
or any of the Dominions or Colonies, there is no possibility 
of stimulating Indian exports. For India has sufficient 
stimulus to produce raw materials to sell in the dearest 
market and without any preferential rates from the 
Empire, she enjoys all the advantages of obtaining best 
prices. On the contrary by the so-called preferential rates 
given by Great Britain and the other parts of the Empire. 
India's export market will be limited and the producers will 
have to receive less with an adverse effect on our export 
trade. The idea of giving preference on India’s exports can 
hardly be too strongly condemned in the economic intereetp , 
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The lower duties levied on certain imports from India 
nto the United Kingdom or Canada or New Zealand as 
Compared with the general duty levied on imports from 
^ther countries outside the Empire, had no henedcial effects 
On the Indian trade in those articles, for those articles are 
few, namely, tea, coffee and tobacco, in case of the United 
Kingdom, and tea, jute cloth, and raw hides in case of 
Canada, and tea and candle in case of New Zealand. Look- 
ing to the nature of these articles, it is safe to observe that 
they have secured their positicn in the Empire markets on 
their own merits (either because they are cheaper or of 
better quality or of monopolistic nature) and the preference 
given to those articles is too small to have any appreciable 
effect on those articles. India can well be sure to have 
those markets even without preference. She has all the 
benefits without preferential rates. 

It is possible that a scheme of Imperial Preference may 
lead to a tariff war and retaliation and India may have lo 
lose her best buyers of raw products and it is possible that 
by^a diminution in the imports from foreign countries 
owing to the adoption of Imperial Preference, exports to 
those countries may also be adversely affected, in such a 
case, there will not be the best outlet for Indian exports. 
India's exports will be bought at lower prices by the United 
Kingdom or by other parts of the Empire, either for their 
manufacture or for reselling them profitably to the foreign- 
ers at India's cost. 


and JP . — ImfoH Trade ^ 

17679* An jincrease in the present tariff rates would 
not seriously diminish the volume of Imports for a few 
years (though the value will be increased) for India will 
require some time even under an active protective 
policy to increase her production to meet her needs, 
but in the long run there will be a decrease in the volume 
of imports. 

The effect of preference given to the British goods by 
maintaining the existing rate for foreign goods 
and reducing it for the British goods will be tannful for 
the general Tariff is already low and there is not much 
scope for giving preference to an appreciable extent for it 
is a revenue Tariff and as such any ' decrease in the tariff 
for the British goods is not possible as 70 per cent, of 
India's imports are from the British Empire. India will 
have to lose a good deal of revenue, which she cannot afford 
to do, but it is certain that even in such a case, the per- 
centage of imports from the British Empire will increase 
with a coiTesponding decrease in the percentage of goods 
coming fi'om foreign counti’ies* 

If preference is given to the British goods hy maintain- 
ing the existing rate for the British goods, and enhancing 
it for foreign goods, Bntisliers will establish a monopoly in 
our import market, the value of imports will rise and 
1;hus the consumers will be penalized without any advan- 
tage to the treasury. This alternative is worse than the 
first. ' 

If preference js given to the British goods hy raising the 
rate for foreign goods and reducing it for the British goods, 
the game will be played out soon. This is the worst alter- 
native. The import market of India will be completely in 
tjie hands of ^ the British and India will have to pay any 
they wiH demand. The value of imports will rise 
i treasury will have to forego a good deal of revenue. 
mw interest of British manufacturers and traders, Indian 
Indian industries and Indian treasury will be 
hit 

' By the adoption of Imperial Preference, not only the 
moportions of imports derived from foreign countries and 
Bntash countrieB will be altered but it is possible that the 
toM volume of imported goods will diminish, because at 
cqimDg from foreign countries are mostly 
either not favourably produced within the 
are of specific qualify required hy India. 

A ‘ entrance in spite 

Oil to Bnfesh oompetito, because they stand on their own 
mfinji. With an incre^ in price, buyers on the margin 
mil have to forego goods of specific quality. The diversion 
of 0 ^ import ftom foreign to British countries will 
he disastrous because it will lead to unnecessary rise in 
pnoes* 

It i» desirable to Isare a system of ad custom's 

daties for tms system is more eksMo and benee more eani- 

tawe- 


17680. Tabib I. 

Statement showing the mine and 'percentage of import 
and esoport trade of India in merchandise onlg to 
the British Empire and foreign countries for the 
gear 1913-14 {pre-war normal gear). 


(In lacs of rupeete.) 



Beitibe Empibe. 



Total 
of all 
the 
coun- 
tries. 


United 

King- 

dom. 

Other 1 
parts of 
ihe 

British 

Empire. 

Total 
of the 
British 
Empire. 

Foreign 

coun- 

tries. 

Imports . 

117,64. 

104,8 

128,06 

55,90 

18,325 

Percentage ' 

64-1 

6'9 

70 

?0 

100 

Exports 

including 

re-exports. 

58,35 

36,07 

94,42 

154^49 

248,91 

Percentage 

23-7 

14-1 

37-8 

62-2 

100 
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Tablb II. 


Statement shoiving the value of Indian exports for the 
gear 1913-14, 



— 

(In lacs 
of 

rupees.) 

Manu- 

factures 

1 

Jute ... 

59-09 

28-27 

2 

Cotton 

53*16 

12*12 

3 

Grain, pulse, flour 

45*16 

4 

Seeds essential ... 

25'67 


6 

Tea ... 

14-97 


6 

Hides and skins (raw) ... 

11-72 


7 

Leather 

4*25 

4‘25 

8 

Opium 

Wool 

3-42 


9 

2'76 

0*25 

10 

Lac ... ... 

1-96 

11 

Coffee ... 

1-53 


12 

Oil cakes ... 

1'38 


13 

Manganese ore ... 

1*21 


14 

Wood and timber... 

1’07 


15 

Dyeing and tanning substances 

1'04 


16 

Hemp (raw) 

' 1*02 


17 

Oil essential 

•17 

- 

18 

Oil mineral 

*21 


19 

Oil vegetable 

•98 


20 

Manures (bones *74) 

•94 


21 

Spices .. . 

•91 


22 

Coil', Tcaw rubber, fodder, coal 
coke, paraffin wax. 

3*83 


23 

Metals and manufactures 

•64 


24 

Fruits and vegetables 

•61 


25 

Provisions and oilman's cakes 

•54 


26 

Tobacco 

1 . -47 



27 

28 

29 

30 

31 
S2 
33 
34. 

35 

36 

37 

38 

39 

40 

41 

42 


Pish*.. " 

Animals 

Saltpetre 

Silk ... 

Candles 

Drugs and medicines 

Horns 

Apparel 

Bristles 

Sugar 

Fibres for brushes 
Tallow, etc. 

Cor^e and rope 
Articles exported by post 
All others 


Total 


‘45 

'39 

‘36 

‘30 

-.30 


- -15 
•15 
'13 
•13 
‘13 
•10 
'10 
1'20 
1-38 


244^ 


•05 

•23 
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Tablb III. 


Statement showing ike value of the ^nnci^al aricles of imforts into India for Me year IBlB-li, 



1 Textile ... - ... 66*57 19 Emits and vegetables ... ... 1*13 

2 Metals ... ... ... 22*02 20 Precious stones ... ... 1*06 

3 Sugar ... ... ... 14*95 21 Chemicals ... ... 1*01 

4 Railway plant and rolling stock ... 10*03 22 Matches, salt and paints ... *82 

5 Machinery and mill- work ... 7*75 23 Boots and shoes, wood and timber ... *86 

6 Oils ... ... ... 4*40 24 Tobaccoo .. ... ... *7S 

7 Silk ... ... 4*3^^ 25 Soap, etc. ... ... 40*04 

8 Wool ... ... ... 4*06 26 Flax ... ... ... *42 

9 Hardware ... ... ... 3*P4 27 Belting and others ... ... 26*29 

30 Provision and oilman’s stores ... 2*47 28 Jute ... ... ... *25 

11 Liquors ... ... ... 2*23 29 Carriages, etc. ... ... ... 75*97 

12 Glass and glassware ... . 1*94 

13 Instruments, apparatus and appliances 1*82 Total ... 183*24 

14 Spices ... ... ... 1*73 

15 Apparel ... ... ... 1*71 Government stores ... ... 8*06 

16 Motor cars, etc. ... ... 1*53 

17 Dyes ... ... ... 1*41 

18 Drugs and medicines ... ... 1*71 Geanb Total Rs. ... 191*20 


Oral evidence of Mr. Golahchand Devchand. 


Mr. Gulabchand Devchand was next called in and 
examined. 

17683. The President, Q. You are interested in the 
textile industry ? 

X*. Yes. 

17684. Q. And you favour a policy of protection for the 
purpose of providing diversity or occupation and mitigating 
the evils of poverty apd famines ? 

X Yes. 

17685. 0,, You say in paragraph 3 of your letter "in a 
word she is rich in raw materials and industrial possibili- 
ties, but poor in her manufacturing equipment.’* You mean 
India is not getting adequate skilled labour for tbe purpose 
of successfully establishing industries ? 

X Yes : it is so. 

17686. Q. How would you- manage to get it? What 
would you suggest should be done to secure the skilled 
superfor labour to make industry a success P 

A* Hy suggestion is that if in a particular locality a 
tolerably good number of factories are established then 
some sort of technical schools should be established there to 
give a sort of theoretical lectures to the labourers, and to 
train students in a practical way in the factories. Thus 
we,can secure efficiency of labonr. Now, what happens is 
this : from agricultural tracts a portion of the labour is 
supplied. It is net constant and it is not trained with a 
view to becoming more efficient and with a view to the 
labourers takhig to the labour as a calling. ^ 

17687. Q. That applies to the existing industries. But 
what about the establishment of new industries to which 
,you refer P How are you going to get the skilled labour to 
successfully establish new industries ? 

A> Whenever there is a possibility of establishing a 
new industry it will be possible for ns to secure labour. 

I 17688. Q. I am not talking of unskilled labour. 

* X We will have to make them s killed. 

17689. Q. Would you start with unskilled labour or 
import skilled labour P 

X We would not be able to import labour. Take 
Surat, for example. There is no factory there for hides 
and skiua. If you want to establish a factory there it 
would be possible to import labour from other parts of 
India, or we can recruit unskilled labour from the locality 
and get it trained by our superior skilled staff. 

17690. Q. Where will you get your superior skilled staff ? 

A, Superior technical staff would of course be trained in 
England or other foreign countries. 

17691. Q. Will you import them P ^ 

A^ We wiB send our men for training or even import 
ihem. 

- 17692. d. Do you think, that 'private enterprise woidd 
‘ he able to send our men for training P 

‘ X No. 


17693. Q. Then, how can you get.vour men trained ? If 
there is no superior skilled staff available here, you would 
have no objection to import it from abroad P 
A, No. 

17694. Q. lathesetond sub-paragraph of paragraph 3 of 
your statement you say : ** India is in an infan'*, stage of 
industrial development and hence she acquires protee^ou to 
btdld up her manufactures to develope those already estab- 
lished and to start new ones. To secure the acquired skill 
and industrial technique, scientific and judicious protection 
is essential.** What do you mean by tiis ? 

A^ Here -what I mean is this ; We have not been able 
to work out our industrial development because industrial 
skill and technique have not been available to India. Once 
we protect the industry and establish industries and imbibe 
the industrial spirit it will be possible for our nation to 
establish traditions by means of which we will always have 
a constant supply of skilled labour and technique. 

17695. Q. You say scientific and judicious protection is an 
essential condition for securing skill and industrial techni- 
que. Your position is that if you have protection you 
would be able to provide the funds for securing the neces- 
sary skilled labour first by importing and then by training 
our local men. Is it not so ? 

A> Yes. 

17696. Q. Then 3 on say in paragraph 5 : " Tariff duties 
without an active co-operation on the part of the state will 
not do much to a^'hieve the object. The whole attitude 
of the State must be changed and be permeated with a 
protective spirit.” So, you advocate that in addition to the 
introduction of protective duties, the State should take a 
hand in it. 

X Absolutely. 

17699* Q. And without State assistance a great deal of 
success cannot be achieved ? 

I should think so. Even if we have a large measure 
of protection, a protection of 50 per cent, even then if the 
State does not move in the proper direction, 1 do not think . 
it win help us materially. 

17700. Q. If the State takes a hand in helping, the 
object would be achieved more rapidly ? 

X Yes. 

17701, Sir Maneclcjee Dadahhoy : Q. As you are 
interested in the textile industry, I would like you to defi- 
nitely inform this commission what amount of protection 
would be necessary to help the industry to maintain its 
position? ^ 

X I have abeady stated in answer to Question No. 60 - 
that under thq {present circumstances ^ about 25perceni 
would do. . ^ 

17702. Q. DOn^t you think that ii rafiket hug© ? " - - " 
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I do not 1 think so. I rather feel that it js not 
sufficiently large. When I mentioned this figure I paid 
due regard to the interests of the consumer. 

17703. Q, And then you do not recommend any excise 
duty ? 

A- When I mentioned 25 per cent, duty, I meant that 
the duty may be 28 or 30 per cent. 

177C4. Q. That is what I do not understand. You mean 
that the duty should be 28 per cent, and the present excise 
should remain as at present ? You want 25 per cent, net 
protection. Am I to understand that this is your view ? 

A* Yes. 

17706. Q. Mr. Wadia thinks that the 11 per cent, with 
the present excise duty or 14 per cent, with 6 per cent, 
excise duty is quite adequate. 

A. The position would be worse. 

17706» Q. Mr. Wadia says that would give ample pro- 
tection* 

A. I disagree with the views of Mr. Wadia. 

17707. Q. You don’t take ilie same hopeful view as 
Mr. Wadia ? 

A, I do take a hopeful view, but not to the same extent 
as he does. 

17708. Q. In your opinion the present prosperity of the 
mill industry of the country is due to the after ^ effects of 
the war and the protectiou given is a war protection. 

A* As far as I can see it was temnorary and pheno- 
menal. 

' 17700| Q. It is one of the largest iniustries of the 

dbuhtry and you would like to place it on a permanent and 
pro^r footing P \ 

Ji. Without any question. It supplies enormous 
amount of employment to labour in this country. 

17710. Q. Would not the 25 per cent, duty cause serious 
hardship to the consumer till you get a larger number of^ 

* mills erected in India? 

A, I don’t think it Las caused any injury to the con- 
sumer, because taking the total import of the textile goods 
at 70 crores and also the local produce at 70 crores and other 
trade charges such as transport, p^iddlemen, etc., at 
60 crores, tie total prices the Indian consumer is paying, 
I would compute it, at about 200 crores of rupees. This 
will give you Rs. 5 per head. 

17711. Q. The cost of cloth at present per head is Bs. 5 
per year? 

^ A. Yes, on a very liberal computation. 

17712. Q. If you increase the duty by 25 per cent, how 
would it raise the cost per head ? 

A, To my mind it won’t increase so much as 25 per 
cent. 

17713. Q, Would it not raise the Rs. 6 by 25 per cent. ? 
A^ Not so much. It will increase by Re. 1 or so. 

17714 Will it not make^ muon difference in his 
budget ? 

-A. I don’t think. 

17715. Q- Is not clothing a necessary of life ? 

A* I admit that. 

17716. Q. And as such you say he is capable of bearing 
25 per cent, increase ? 

A. Yes. 

17717. Q. I understand you are not in favour of 
export duties r 

,4* 1 SLm in favour of export duties. 

^ Q. Only on articles which ai-e of a monopolistic 

ajfttcife’ttr if the supply forms a large proportion of the total 
of the world (please see page 10 of the state- 
ment)? 

A^ I have mentioned on what classes of articles export 
duty can be levied without injury to the export trade. I 
have iK>t given any H«t because I thought that any list 
whkh one individ^ may try to prepare would 1^ aWolute- 

17713. Q. Would you impose an export duty on food 

grsdhs? 

A* I would, because I believe that our soil is capable of 
pioduoiiig agriouliaml crop^ than sufficient for our 
requirements. If it is noi producing enough now the 
reasons are absolutely different. Social customs come in 
the way ; the ignormice of the a^cuiturists come in the 
way. My firm convictima is mat our total agricultural 
products are not sufficient for our requirements. That is 
why we hear so much of what is ceiled the proverbial 
poverty of India. We know that 6 crores of Indians ta£e 
only one meal a day. Uxnier these circumstances I would 
like to conserve all my food resources and if I am able to 
do that by export duty, I would too readUy do that even if 
it costs a little to the export trad& 


17720. Mr. J’arznadas l)war7cadcts . — What would be the 
effect of having an export duty on fpod-stuffs ? It would 
lower prices, would it not? 

.4. Not much. It depends upon the amount of duty 
that 3 ou impose. 

17721. Q. Don’t you think that it will have this effect 
that people who produced food grains will^ divert their 
energies to producing commercial crops which will fetch 
better rates from outside the country ? 

A. It depends upon circumstances. Just as an ordina^ 
business man who is affected in one sort of business will 
turn to another business more profitable, similarly the 
agriculturist can change his crop from year to year. But 
so far as the whole country is concerned, I do not believe 
that there will be a material rediiction of food-stuffs if a 
moderate export duty is placed with a view to conserving 
them. 

17722. Q. If an export duty is placed, don’t you think 
it will reduce the quantity of the exports ? 

A. It will. 

17723. Q. Naturally it will have ihe effect of lowering 
prices ? 

A. I admit that. 

17724. Q. The surplus cannot be exported to foreign 
countries ? 

A. There is no surplus. 

17725. Q. You mean to say that in normal times we have 
only enough of food grains ? 

A. Tea. lam prepared to prove it from statistics. If 
you take the barest necessities of an individual. 

17726. Q. Don’t take the barest necessities ? 

A. If six crores are starving and the food-stuffs of the 
country are being drained away, naturally that means that 
thei^e is no surplus, 

17727. Q. Who hears the loss ? You get the food 
cheaper, but the cultivator bears the loss. He gets lower 
prices for the food-stuffs he produces ? 

Jt. Yes. If there is a moderate duty there won’t he a 
material reduction in the price. 

17728. Q. There is this possibility that because his prices 
are lowered he will turn to commercial crops on which there 
is no export duty, cotton for instance. 

A. 1 don’t think so. 

17729. Q. Would you not rather advocate this, that in 
times of scarcity there should be an export duty or Govern- 
ment measure of 'control ; but that in ordinary times there 
should be no export duty ? 

A. I have said that the duty may vary from -time to 
time in regard to Ihe position of any particular article of 
export. 

17730. Q. Don’t you think that this will be the effect in 
the case of all export duties where you have not got a mono- 
poly^that it will always hit the cultivator ? 

A. I don’t think so. 

17731. Q. A moderate dnty will not hit him ? 

A. No, because only a portion of our produce is expo 
and not the entire crop. 

17732. Q. In anawerito the question by the President you 
said that if 50 or even 100 per cent, protection were en 
if .the State does not help, it would not help our ind^*%’y 
What do you mean by that P What more help do J ou 
expect from the State ? 

A. My belief is that the State has not done enough fov 
the de\41opment of Indian industries. 

17733. Q. Do you mean to say that the fiscal policy has 
been directed.. 

A. So far as the other activities are concerned' the State 
has not done enough. And Unless the vrhofe spirit of the 
State is changed, unless a definite goal is set fi’rth before 
their minds that they must develop the industries of this 
country, I do nt.t think mere protection ^11 help much. 
Protection iS only one of the contributory causes for the 
development of industry. 

17734. Q,. Would you suggest any other sort cf help that 
the State can give ? 

A. There are so many courses suggested in the Indus- 
trial Coxnmiswu’s Report 

17735, Q. The main thing is the adoption of a protective 
policy ? 

A. Yes* 

17736* Q. The freedom of India to have ils own fiscal 
policy. That is the main thing ? , 

A. Yes. ^ 

17737. Q. If these were given other things Vrould hatUrai^ 
follow? - . . . 

A. If that IS an ' index of the change of spirit so far 
• as the Government is concerned* 
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1?738. In answer to Sir Maneokjee Dadkabhoy, you 
said that if you had a 25 per cent, duty it would not mean 
a burden to the consumer. CSuppose, for argument’s sake, 
that you put a 25 per cent. duty. Would you save the other 
charges which you calculate at 60 crores ? 

A. That would not be saved. They are transport and 
middlemen’s charges. 

17739. Q. If you import cloth from England it would 
really cost more than if you use home-made cloth. Is this 
included in your 60 crores. 

A. No. 

17740. Q. What do you mean by the * other charges ’? 

^ A» I mean that the prices of the foreign goods men* 
tioned in the Government reports are the prices at the 
ports, that is of the wholesale dealers. Then there are 
railway charges, insnrahce charges, etc. I say that the 
difference of pice on the one hand which the consumers 
pay and the price on the other hand which the Indian 
importer pays would be 60 crores. 

17741. Q. You can effect a good deal of saving only if 
you have timely protection ? 

A* Not materially. To a certain extent it is possible, 
but not largely unless the mills are distributed all over the 
country. 

17742, Q. If a 25 per cent, protective duty has a tendency 
to increase the number of mills in India and ultimately 
to bring down prices, yon would certainly put it on even if 
it means temporary sacrifice? 

A. Yes. 

17743. Q. With regard to the permanent organisation 
that you suggest in your memorandum, you think that it 
will be a sort of central and provincial organisation. Do 
you mean that the provincial organisation should exercise 
control in its own province P 
A^ No. 

17744* Q. Do you mean that the central organisation 
should coniiol the whole tariff ? 

A. Yes. 

^ 17745. Q. You want the proYmoial organisation as a sub- 
sidiary organisation to help the central ? 

"Yes. 

17746. Q. You don’t want any provincial tariffs ? 

J.. No, no, I never meant that, From the question I 
understood whether a series of organisations were necessary 
or not to furnish Goverment with information from time 
to time, and therefore, I have suggested this organisation. 
Now as 1 vpy clearly say in my answer, the final decisions 
must rest with the Central Government. The industries in 
the different provinces will be directly under the control of 
the respective provinces, but so far as fixing of tariffs, etc., 
is concerned, it should be with the Central Government. 

17747. Mr,ManL — Q. Have you any connection with 
agriculture ? 

A> Do you mean experience in agriculture F 
' 17748. Q. Yes, any connection ?• 

' ji. I have no connection directly with agriculture ? 

17749. Q. When you say that you do not believe that 
an export duty on food-stuffs will have any detrimental 
effect on agriculture, I suppose you are speaking merely from 
theory? ' ' 

X Yes. 

17750. Q. I understand you employ labour in your 
cotton industry ? 

A- Yes, I do for cotton industry. 

17751, Q. Lowering the prices of food stuffs will Cheapen 
the price of labour. Will it not? 

A. To a certain extent it will. 

. 17752." Q. Coming to your proposals With regard to 
cotton duty, I undei*stand you calculate the cost of cloth to 
an average Indian at Rs. 5 per head a year? 

A. Yes, on a rough computation. 

17753. Q. You say that a 25 per cent duty would not be 
equivalent to a tax of 25 ^ er cent, on Es. 5. Is not that 
your ai'gument ? 

A, Nob so much as 25 per cent, but it may be roughly 
20 per cent, or even less. 

177£4. Q.. That is l-5th. That would be a tax of Ee. 1 
per head a year on an average? 

A. No. It won’.t be Ee. 1 a head. 

17755. Q. 20 per cent, on Es. 5 ? 

A- It won’t be Ee. 1. 

17756* Q. You said 20 pex\cent. 20 per cent, on Rs. 6 is 
e. 1* ’ 

A, It won’t be in effect so much as a duty of Ee. 1 per 
head for the whole population, 

17757. Let us go backj You recommend a duty of 

25 per cent. You said that it would not amount to a tax of 

26 per cent., on Rs. 5. I asked you hoW much it would 


be. I und.erstood you to say it would be 20 per cent. Now 
you!say it' won’t be 20 per cent. 

A- It will be 20 per cent. 

17758. Q. 20 per cent, on Es. 5 is Ee. 1 P 
A, Yes, but it won’t be in its effect as good as a rupee 
of taxation collected from every individual of the country. 

It won’t bring you 30 crores of rupees. 

17759. Q. I will again go back. Yon said that you 
want to put on a 26 per cent. duty. You said it would in 
effect raise the cost of cloth by 20 per cent. Now you say 
it won’t be 20 per cent. What then will it be ? I want to 
get your figure. 

A. 20 per cent, will be the effect. »Bnt you ask another 
supplementary question and say that in effect the consumer 
will have to pay one rupee more over the five rupees and - 
it is as good as a taxation jpet* capita. This I deny. 

17760. Q. You admit that ttie consumer will have to 
pay 6 Rupees instead of Es. 5 for his cloth. 

A. So far as imported cloths are concerned. Not for all 
cloths. When I mention Es. 5 I have taken into consi- 
deration the indigenous goods also. 

17761, Q. Es. 5 is not the cost of all the cloth consumed. 
Isn’t it ? 

A. Of imported and indigenous cloth. I have worked 
out the figure at Es 6, for both. 

17762. Q. My question to you is whether a 25 per cent, 
duty would not raise the avm’age cost of cloth per head by 
25 per cent. If not, I ask you to suggest a figure by which 
it would raise the price of cloth. 

A. I say 29 per cent. 

17763. Q. Well then, now you say it will not be 20 per 
cent on Rs. 5. 

A. I say it will be 20 per cent. 

17764. Q. Then it will raise the cost of cloth from Es. 5 
to Es. 6. 

A. No. The figure Es. 6 that we have adopted includes 
the cost of indigenous goods used by the people as well as , 
the foreign goods- 

17765. Q. I only ask you to suggest a figure by which 
the cost of cloth will be raised. W'bat percentage on Es. 5? 

17766. President ;--In answering Mr. Mant’s question 
you may take your own estimate as to how much will be 
torejgn imported cloth and how much will be locally made 
or handloom cloth. 

A. It is a very difficult question. 

17767. Mr. Mant : —That is your answer P 
A. If you ask so far as foreign cloth is concerned, my , 
answer is that the Rs. 5 would be increased to the extent 
of 20 per cent, on the total value of the foreign goods. 

17768. The President 'The price of foreign goods will 
be enhanced to the extent of 20 per cent. 

A. Yes. But how much an avetage Indian consumer 
will have to pay on the total outlay, it is very ^ difficult to 
answer because there are other factors to be taken into 
account. 

17769. President : — Then yonr answer should , be ^you 
cannot answer this question for these reasons.* 

17770. Mr^ Mant. — Q. Will you tell me how it will hit 
the consumer P ^ ^ 

A. When an average Indian spends Es. 5 out of Ms 
annual income of Es. 75, if by this duty he is obliged to 
pay to the extent of 25 per cent, more it will nofc make his 
living hard. 

17771. Q* I wanted to get at this figure, because we have 
had of .late criticism of the salt duty. We were told that an 
incidence of about three annas per head per annum on 
account of salt duty would be a very heavy tax. You say 
that a rupee per head on account of cotton would not be a 
very heavy lax. 

A. The question is_ what proportion this three annas 
will make in Rie total outlay on salt which an individual 
consumes. ^ ^ 

17772. Q. I am only trying to get a rough idea of the 
comparative incidence of a tax on clofli and on salt. Y on tell 
me a rupee will not be a heavy incidence for a tax on cloth. 
A. I do not think so. 

17773. Mr* Birla Q. Are you a mill owner ? 

A. I am merely an agent. 

17774. Q. You are interested in seeming cheap labour ? 
A. Yes, from a particular point of view. But 1 consider 
the question of the total labour for the whole country for 
the industrial development. 

17775. Q. Yon do not advocate an export duty on food- 
stuffs’ simply wilh a view to get cheap labour for your mill P 
A. Not at all. 

17776. Q. Willfnot the cheapening of the price of mea* 
stuffs cheapen labour substani^j ? ■ % 

A. That depends upon variQia6'othe]t.laa^|^ V^' \ * ' 




1?777. Q, You say ttere is no great surplus of food-stnfSs 
in tiis country even when there is a bumper crop. Have you 
got any figures to support this view F 

A* I am sorry I have not got figures here. 

17778. Q. How then would you support the statement 
that there is no surplus- of food-stuffs in this country even 
when there is bumper crop ? 

A* Firstly, there is the Indian poverty which is so 
well-known to us, and which is sufficiently indicative of the 
shortage of crops in the country. "When I say insufficiency 
I mean insufficiency from this point of view, that we 
are not able to produce as much as our soil would otherwise 
be capable of producing with scientific implements and if 
agriculture is worked in a scientific way. 

17779. Q. But the question is whether the semi-starvation 
of so many people is due to Jack of purchasing power or due 
to lack of surplus of food-stuff s in, this country. 

A* Both lack of purchasing power and lack of sui'plus 
food-stuffs. 

17780. Q. According to your own estimate what is the 
proportion of the population who work in agriculture to the 
total population ? 


A* About 70 per cent. 

17781. Q. Assuniing thatrjSbe prices come down on 
account of the export duties on fooa-stuffs, do you think it 
will seriously hit the producers inasmuch -as they are 
consumers too ? 

A, No. 

17782. Q. You want to give protection to industries 
firstly by import duties and secondly by export duties* Are 
you not penalising the agriculturists doubly ? 

A.^ That is why our sys'tem of protection should be 
scientific. We cannot have a hard-and-’fast rule that so 
many per cent, should be import duties and so many should 
be export duties. 

17783. Q. You want to make discrimination in the 
materials which are exported ? 

A* Surely, i£ the duty is for revenue purposes. 

17784>. Q, Would it not be better to protect your 
industries simply by import duties without any export ^ 
duties at all ? 


(Mr. Gl-ulabcliand Deveband was answering Mr. Birla.) 


A. Of course, to a certain extent export duties would he 
a sort of supplementary measni’e of protectiou. But first 
measure of protection ought to be applied to the articles 
imported. What we export are after all raw materials, and 
what we import are manufactured goods. If our goal is 
to manufacture such goods as we consume or as we are 
likely to export in future, we should have protection. But I 
would not leave out export duties entirely. 

17785, Q. Won’t you be satisfied with the protection 
which you get from the import duty ? ^ 

A. Take a concrete instance. I believe there is a great 
potentiality for the hides and skins* industry. You will 
class them as raw materials. If you are able to establish 
a few factories by assisting the industry in infant stage 
and at the same time you find that the industry at that 
particular stage is not sufficiently encouraged, then you 
may have a little export duty also. 

177S6. Q. Do you think really that tbej^export duty on 
hides and skins bas been of any great advantage to the 
country that it has given a great impetus to the starting of 
new industries ? 

A. The export duty levied last year. 

17787. Q. Yes. 

A. It has worked a great evil, because of the rebate of 
10 per cent, which has been granted to the Empire tanners. 

17788. Q. You think that if there had been no prefer- 
ence the duty would not have affected the local industries ? 

A. Then in that case I would not have suggested a duty 
of 15 percent. 

17789. Q. Then in that case, you would only want a 
moderate duty ? 

A^ Yes. 

17790. Mr. Rhodes. — Q. With reference to the cotton 
excise question, I would like to assume for a minute the cor- 
rectness of Mr. Coubrough’s figures, and roughly divide the 
consumption of goods into three equal parts, the products of 
hand'^looms, of the ^ Indian mills and the imported goods. 

the pxice of imported cloth rose during the war, did 
bof lam of Indian mill goods and hand-loom goods 

A. TShe price df Indian -made goods also did rise. 

1779*1. Q. If per cent, duty on imported 

goods it will of course increase the psftce cLthe handmade 
stuff and also the mill stuff P 
JL Yes, to a certain e:^niN 

You esMmate it to be about 20 per cent, f 
AL Te». So far as imported goods are coucerned I want 
to mjie my position clear. The price of goods would be 
very likely to increase to.the extent of 20 per cent, bv a duty 
ol 25 per cent. 

How lo you make it out ? 

A, I think the effect won't be so much as 25 per cent. 
I779C 0. Why not P 

A. Because ftareim manufacturers who export goods to 
this country will also try to minimise their cost in other 

17795. Q. Have they not cut it down to the actual cost 
of production in lAncAshire P 
A Yes. 

17796. Q. How ean they reduce still further P 
Ak They might try to do it^ 


17797. Q. Are not the mills at present closed for want 
of orders ? 

A. Half c£ them are closed, I am told. 

17798. Q, Have they not tried and failed to find any 
method oi reudeing the cost of production ? 

A. I do not know that they have failed. 

17599. Q. You can assume from the fact that they have 
closed down that they cannot sell at a loweriprice. 

A. In course of time it may be possible fcr them to 
lower their price. 

* l78u0. Q. But at present that is not the position. 

A I think in Great Britain last year and e?en now 
there has been reduced production in all induskies. It 
may 1 e possible in course of time improve production. 

It may be possible materially to reduce the cost of pro- 
duction so far as all industries of Gieat Britain are con- 
cerned. 

17801. Q* Let us assume that it goes down to the Be. 1 
per head, that you mention, from Es. 1-4. You tell us that 
the number of locally manufactured articles of the mi»‘ls 
and hand-looms will go up. By the increase in the duty on 
imported goods the consumer has to pay 30 cyoresof 
rupees a year. !Now Government will only get 10 
crores by that ir.creafee on the imported goods; Therefore 
Government are going to get 10 crores and the consumer . 
is going to pay 30 crores. Am 1 correct ? . " * 

A. If I put the total value of the imports at 70 crores, 
then 25 per cent on tliat will be 17 crores for Govern- 
ment, ' ^ , 

17802. Q. The consumer will pay 50 crores on that 
basis. 

A. The consumer will pay 30 crores in all. At Re. 1 
per head the total amount will he 30 crores, out of 
which Government might take away 17 crores. 

17803. Q. Is the 25 per cent, going to diminish imports ? 

A* I do not think it will in the immediate future. 

17804. Q. Then what is the use of protecting th®, ^mill 
industry P 

A. By means of such protection we hope to develop our 
industries in a greater 'degree, 

17805. Q. When, these are developed the import duty 
will he less than 17 crores. 

A. Yes. It will be so in the future, 

17806. Q. Then you are going to charge the consumer 
up to 30 crores in order to get even less than 17 crores of 
revenue* , , , , , 

A. Not with the idea of revenue alone, r"but with the 
idea of protecting an industry whioh I do believe is not 
entirely full-fiedged, which has passed merely the infant ' 
stage and has not attained its fullest maturity. 

17807. Q. Then the 200 per cent, dividends are not 
enough ? You want them to be 600 per cent.? 

A. It is not a fact. It may be in the case of only certain 
mills which have got a very^ low capital compared with the 
cost of their block. The dividend may be three-fold and . 
four-fold. It is possible only in particular and rare cases,. 

17808, Q. Mr. Wadia put forward the View thaSit “1 
be wrong to tax the consumers to - this enormous ^bent 
When* you are not convinced ^at 
requires more protection %mM has at pxeg'edal - ^ ^ ^ . 



791 


A. That may 1)6 Mr. Wafa’s view. , 

17809. Q. You would not object to taking 30 crores 
fyom tlie consumGr and get something less than 17 orores of 
revenue from it P 

A. I would not fight shy of it if it is possible. . 

17810. Q. Not in the interests of the consumer? 

X When I suggested my duty of 25 per cent. I had 
sufficiently considered the prices. Por better elucidation 
of what I have suggested I have prepared this tabular 
statement in support of my point of view. (Witness handed 
a statement to Mr. Rhodes,- who after going through it 
returned it to the witness.) 

17811. Q, In other words, you have no objection to this 
very heavy charge on the consumer for adding a compara- 
tively small revenue in order to build up the mill industry 
still further P 

A, Because I believe when the question of protection 
comes the question of revenue stands apnrt. The question 
IS whether the industry is full-fledged or not. Here are 
the raw matexdals. Here is a great Eastern market and a 
large locaj consumption. If the industry is not able to 
reach that stage when it can face competition, if the 
manufacturers are hit hard by foreign competition 
artificial methods of protection undoubtedly tlie foreign 
competition should be eliminated as much as possible. 

17812. Q. Mr. Wadia has shown by the increase of 
imports of machinery that the industry is growing now. 

A. It is not. During the war the industry had to 
remain at a standstill which would not have been ^ case 
had machinery been produced in India. 

17813. Q. Is it growing at all ? 

A* It is glowing. But certain mills have been closed 
down for ever. 

17814, Q. The industry as a whole is growing, and Mr. 
Wadia was afraid that if you stimulated it too quickly you 
would have a fictitious boom and over-production and 
a serious setback to the industry ? 

A* I may say that over-production is not possible. Even 
if it is possible to run our mills for 24 hours the production 
would not be over-production, taking into account probably 
the export trade that India must have naturally. 

17815. Q. In the face of the impoverished condition of 
thb community generally you are prepared to charge this 
extra price for the rolqth in order to help the cotton mill 
industry f 

A^ Surely. In fact all economic authorities have con- 
sidered this point of the greater price which the consuraei’s 
will have to pay during the transitional period of protection. 

17816. Q. You think they can afford to pay it ?. 

A. I think so. 

17817. Q. Not only on cotton, but on everything else for 
which you are asking for protection ? 

A* But we iave to take into consideration each case on 
its own merits. . 

17818. Q. All being added together the consumer would 
have to pay a good lot for everything ? 

J., There should he no protection for suck infiustnes as 
it is not possible immediately to start. 

17819. Q. Yoii would give your support to the mill 
industry at present ? 

A* No, not the mill industry only* If you will refer to 
my memorandum you will see I. have not asked for protec- 
tion ' only for the mill industry at the cost of other 
industries* 


17820, Q. You would concentrate your attention in the 
first instance on the cotton mill industry P 

A* No. Because you have divided your questionnaire in 
a certain way, becanse you have asked for opinion regarding 
the pai*ticular industry in which I am engaged, I have 
suggested this duty. It is because of your classification of 
your questions that I have suggested protection with regard 
to the textile industry. I beg the Commission not to 
suppose that because I am interested in this industry I am 
recommending a duty. 

17821. Q. You ask for a protective tariff on cotton mill 
machinery ? 

-d. No. I have not done so. 

17822. Q, You say that the state of organization and 
equipment of the textile industry in India is not very 
favourable because of dependence for plant on foreign 
countries, which out of proportion increases the initial 
outlay. Do you mean to imply that you want a duty on 
machinery ? 

A. No. I do not want. 

17823. Q. You talk of dependence as a drawback? 

A. Yes. It is a very great drawback. 

17824. Q. Do you want to protect machine-making in 
India ? 

A. Dxiiing the transitional stage if India is not able to 
produce machinery simultaneously with the levying of any 
duty, then we have to depend for a good deal of "time on 
forei^ machinery. Because we are not able to produce 
machinery we should not postpone our development tor a 
certain number of years. You should not say “ Eirst learn 
to make machinery and then start industries.’* That is why 
I would have it in a free list. And if there is to be any 
duty at all purely for revenue purposes it should be a very 
small duty. 

17825. Q. You would not build up the machinery-making 
industry in India? 

A^ I would. 

17826. Q. With a protective duty ? ^ 

A, I would object to duty because it would hamper the 
progress of industries. 

17827. Q. You want protection for cotton goods and not 
for cotton machinery ? 

A^ Cotton goods are not the only things in my mind. 

17828. Q. I am' talking about the cotton mill machiner 3 ^ 
Do you want protection or not ? 

A, If Indian machineiy is available at a lower cost and 
if the position of the textile machinery manufacturers in 
India is such that they require protection then surely I 
would have it. 

17829. Q. If it is available at a lower cost then why do 
you want protection ? 

A. I mean if there is a possibility of getting it at a 
lower cost. . Now no machinery is made. That is why 
people import machmery from foreign countries. I think 
there is a possibility in this country of manufacturing 
machinery. If it is available readily and easily then have 
protection. It is spossible ithat India will be able to make 
machinery. When some textile machinery factories are 
establish^ they will be able to supply the need of this 
country, not in a single year, hut in the course of 5 years 
or so. At that time if the industry is in an infant condition 
and the foreign machinery comes in its way, then" protection 
must he resorted to. 


Witness No. m 

Wtitteui statement o£ R. D* BELL, Esq., CXE., LC.S., Director of Industries, Bombay, dated the IStb January 1922. 


A.-^-Bevenue Tariff, 

17831. 1. I generally favour a policy of free trade, 
i do not object, however, to the imposition of customs 
duties for the purpose of obtaining revenue. 

17832, 2. I consider that a tariff provides a suitr 
ahle form of taxation for India. A comparison be- 
tween a tariff and direct taxation, such as income 
tax, is difidcult. At the present time both methods 
of taxation in combination are suitable for the coun- 
try. For example, I do not think that customs 
duties should be increased to enable the income tax 
to he abolished, but if fresh taxation were necessary 
part of it might suitably be levied by making an 
increase 4n customs duties. 

17833. 3 and 4.- A revenue tariff has, of course, a 
certain protective effect, A revenue ^riff should, 


as far as practicable, be a fiat rate from which devia- 
tions should only be permitted on exceptional grounds. 
Leaving out, meantime, protection as an exceptional 
ground, revenue duties fall on two classes of goods, 
viz . : — 

(1) those not produced in the country and not 

readily or quickly producible, e.g,, com- 
plete motor cars, 

(2) those produced or manufactured in the 

country. 

For class (1) the main consideration is revenue. 
If for example an 11 per cent, duty on motor cars 
so restricted their import as seriously to affect cus- 
toms revenue a reduction in the rate of duty may be 
justified. If on the other hand an increase of the 
duty to 20 per cent, does uot appreciably 
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number of cars imported the increased revenue may 
' justify the increase rate of duty. A tariff on the 
second class of goods, mz., those produced or manu- 
factured in the country (including those of which the 
production or manufacture can be quickly organised) 
must be considered from other points of view. The 
ideal, if we leave protection out of account, is again 
a flat rate. An 11 per cent, customs duty on impor-^ 
ed cement may rapidly reduce the revenue from this 
source by stimulating the production of cement in 
India; this should not bo accepted as a ground for 
the reduction of the import duty on cement.^ On the 
other hand, industrial developments in India render 
it desirable that the list of free imports (raw 
materials, manures, agricultural implements, dairy 
appliances and cotton yarn) and that of imports sub- 
ject to 2i per cent, duty only (machinery, iron and 
steel and railway plant and rolling stock) should be 
reconsidered. Without prejudging the results of a 
detailed investigation I illustrate my views by the 
case of iron and steel. The differential treatment of 
these commodities is a relic of the time when no steel 
was made in India and one of the original reasons 
for special treatment no longer exists. Machinery, 
railway plant and rolling stock are all being made to 
an increasing extent in India and the case for their 
exceptional treatment should at ^ least be fully 
examined afresh especially as their raw materials, 
iron and steel are now produced in the country. 

The manufacture of tea chests {three-ply veneer) 
and sheet lead, both subject to 2^ per cent, duty, has 
been introduced on a considerable scale in recent 
years. Of the free list, raw materials should pro- 
bably remain hut the reasons for making copra pay 
11 per cent, as a fruit should he reconsidered. 
The retention of manures requires examination. In 
this Presidency 90 per cent, of the artificial manure 
in use is sulphate of ammonia which is now produced 
in India to an extent in excess of the Indian demand. 
Indian production is not less than 3,500 tons an- 
nually. The Indian consumption is about 1,000 tons 
and the balance is exported. This manure, which 
is a by-product of the iron and steel works, might 
now be removed from the free list. The list of agri- 
cultural implements also requires revision; ploughs, 

^ for example, are now made in India. The case of 
cotton yarn* is interesting. The imports are trifl- 
ing compared with the Indian production of yam. 
The imports did not originally compete with Indian 
production hut the spinning of higher counts is now 
beginning in India. Finally imported yarn is a raw 
material of the highest grades of hand weaving. The 
interests of the mill spinners of the higher counts 
have to be weighed against those of the hand weavers 
and when these are nearly balanced the question is 
whether to preserve the vested interests of ^ the hand 
weavers or to encourage the Indian spinning of 
higher counts by imposing an import duty, not ne- 
cessarily the full 11 per cent., on imported yarn. 
This is a case where the output of the industry is the 
raw material of another. The imported yarn is how- 
ever generally an essentially different article from 
anything produced in India and the inferiority of 
Indian raw cotton makes real competition between 
imports and Indian production unlikely in the^ near 
future. On the whole I should hesitate to disturb 
at present the vested interests of the hand weaver. 

The low rate of 2i per cent, for machinery also 
requires detailed consideration. There are special 
kinds of machinery, c.g., cotton spinning and weav- ^ 
ing machinery, where local manufacture is so distant 
that thwe will probably be no advantage to ‘ the 
country in raising the import duty on it at present. 
On the other hand if, as I understand, the 
local manufacture of jute machinery has made 
progress in Bengal there may he a case for 
niodifyxng the existing tariff rate, on jute machinery. 
Constant changes in a tariff, are undesirable and 
though I advocate a flat tariff rate a& far as practi- 
cable I ihink that existing interests should he care- 
considered before modifying the current free 
pw cent, lists. Iron and..BteeI are probably 
which special treatment now 
justified- .-1,^ 

k T have examined briefly in a supplemen- 
0?|p^ei|Appendix 1) the progress of the most 
Bombay— the cotton spinning 





and weaving industry — ^under the existing tariff 
policy and the probable effect on this industry of a 
continuance of the existing policy and the present 
duties. 

17835. 6 and 7. I am of opinion on principle to the 
imposition of an excise duty on an article manufac- 
tured in India merely on the ground that a customs 
duty is imposed on the same article from abroad. 

17836. 8. It is possible to impose exciisie duties 
without raising the price to the consumer. For 
example when Indian production is short of the 
Indian demand the price of the Indian made article 
is regulated by the price of the imported article. 
Thus cement makers fix their prices so as to compete 
successfully with imported cement. Circumstances, in- 
cluding a customs duty on imported cement, may thus 
enable them to get a price distinctly above what 
would afford them a fair industrial rate of profit. 
In these circumstances an excise duty would he in 
the nature of an excess profits tax and would not 
raise the price of Indian made cement. When the 
price of cement in India is determined by free com- 
petition between Indian cement manufacturers an 
excise duty, if it did not affect competition ' with 
foreign cement, would raise the price to the con- 
sumer. 


Protective Tariff, 


17837. 9, The question is whether the tariff should 
be framed primarily with the object of fostering 
Indian industries. An answer to this question, 
whether yes or no, is liable to obvious misunderstand- 
ing. My views on the general question of a primarily 
protective as opposed to a primarily revenue tariff 
are as follows: — 

A protective tariff necessarily stimulates indus- 
try hut at a price. A heavy protective 
duty on imported piecegoods would bring 
large profits to the millowners, would al- 
most certainly lead to improved wages to 
the mill operatives and would encourage 
the rapid erection of new cotton spinning 
and weaving mills. But for a long time 
this prosperity would he secured at the 
cost of enhanced prices paid by the con- 
sumers. 

It is unnecessary to develop the general argu- 
ments in favour of free trade; they are 
well known. A country and a people have 
special facilities and capacities for produ- 
cing certain classes of goods and are under 
natural and other handicaps in produ- 
cing other classes of goods. On the whole 
it pays the country better to produce 
what it is adapted for and to obtain hy 
trade what it is ill adapted to produce 
from those countries where circumstances' 
may he , roughly described as reversed. 
There are of course exceptional cases, the 
supreme exceptions being connected with 
conditions of self-defence. 


17838. 10. The question is Do you look forward 
to India becoming in time independent of other coun- 
tries in regard, to all her requirements of manufac- 
tured goods, or do you consider that there are cer- 
tain manufactured goods for which she is always 
likely to he dependent on other countries?’^ 

I do not regard the internal production of '^all 
her requirements’’ as a practicable ideal for any 
progressive nation, ^ any more than I regard the 
supply of all his necessities and luxuries by own 
unaided efforts as a practicable ideal for a progres- 
s»re hivilised individual. I might gd through the 
list of present requirements of India, obvious of the 
fact that year by year ndw requirements arise. At 
present India cannot possibly keep her railways run- 
ning without importing large quantities of mineral 
lubricating oil and there is no prospect of these being 
produced locally in the future in sufficient quantity. 
But she could arrange in time to replace imported 
mineral lubricants by castor and ‘ other vegetable 
oils, and if, in addition, she decided to ahandon tl 
use of « aguperheaters, she would,, at the 
money ,aAd eJSciency, meet fief re«g 
in lufirlcaiO^. Sijiiilarly her supplied 



fidently predict that fresh discoveries of Indian petro- 
lenm will fill the gap, but to meet ^ ‘ all her require- 
ments she can partially return to the conditions of 
the pre-kerosene period. 

The use of the expi*ession in the questionnaire 

requirements of mciniifactuTed goods ” seems to 
suggest^owever that*there is some hope that, in the 
future, India will not use any article which has been 
manufactured in whole or in part, outside the coun- 
try and that her only imports will be those raw 
materials of which her supplies are inadequate or 
non-existent. Thus she will no longer import manu- 
factured lubricants but only crude petroleum (of 
which her own natural supplies are insufficient) 
which she will refine for herself. In the same way, 
she will import no copper but only copper ore (her 
own supplies being insufficient) and no nickel but 
only nickel ores (of which she has no supplies) and 
smelt these.* Other instances might be cited but 
these^ remarks sufficiently suggest that the question 
has little relation to the actual existing conditions of 
industry and trade in India and their probable deve- 
lopments in the near future, 

17839. 11, 12, 13 and 14. I agree that for purposes 
of self-defence it may be necessary specially to protect 
or otherwise assist certain industries. Those which 
supply lethal weapons, ammunition and the like are, 
however, already •undertaken by Government. 

17840. 16. There are hand industries which are 
doomed to extinction or practical extinction, e.^., 
the Indian hand-made paper industry. Nothing can 
rescue this -industry because the demand for the 
special class of paper which alone it can produce is 
declining. But if a hand industry can supply a de- 
mand it should be encouraged. The individual mem- 
bers of a hand industry are too poor, too uneducated 
and otherwise too ill-qualified to organise its improve- 
ments on their own account. Assistance, where prac- 
ticable, must be organised by Government. For in- 
stance, co-operation among hand-loom weavers, slight 
as it still is, would not have attained its present 
dimensions without Government initiative and subse- 
quent control and encouragement. Technical assist- 
ance, a much more difficult matter, must similarly be 
organised by departments of industries. My attitude 
towards the hand-loom industry is indicated in 
Appendix I. 

Other hand industries of special interest in the 
Bombay Presidency are dying, calico printing, case 
in manufacture, bangle-making, lacquer work and 
the gold and silver wire and thread industry, 

17841. 18. If a protective policy is adopted foreign 
(especially British) industrial firms are likely to 
establish themselves in India. I should not dis- 
courage such a movement, in many directions it 
deserves encouragement. It not only brings capital 
to the country, but it is the cheapest and most effi- 
cient way of introducing highly technical manufac- 
turing pr^sises into it. 

17842. W, One of the objections to. a protective 
policy is the practical difficulty of reconciling diver- 
gent interests. It is not only a ease of manufacturer 
mrsus manufacturer but of manufacturer versus 
consumer or of manufacturer versus agriculturist. 

17843. 20, When 'an import duty is imposed, I con- 
sider iffiat ordinarily it is passed on to the consumer 
ii^ a rise of price. 

17844, 22. The price paid by the consumer for the 
sake of developing industries under a protective 
policy is a factor not always easy to estimate. In 
genex*al terms my view is that a flat tariff for revenue 
purposes, so long as it is not too high (for all high 
taxation is objectionable), is suitable for India and 
at the same time affords a certain measure of pro- 
tection for its industries. If it is desired to give 
special aid to a particular industry I should, wher- 
ever possible, provide this aid dii'ectly, say by a 
bounty or bonus on production. The revenue tariff 
may be raised if necessary to provide funds for the 
bounty. The advantage of the bounty system is that 
It brinp home sharply to the general tax-payer what 
the special assistance is actually costing the country. 

17845. 23. Any duty, indeed any tax, which in- 
creases the cost of the necessaries of life should be 
avoided. These in the main are food and clothing. 

Except sugar, which, though it is in increasing 
d^and, is a luxury form of jagri, tlie food of the 


bulk of the people is produced in the country and 
the problem of a protective import tariff for the 
encouragement of agriculture does not arise. Recent- 
ly the tendency has been in the other direction and 
the export of grains has been prohibited or control- 
led so as to keep down internal prices, at the expense 
ol the agriculturist and for the benefit of the non- 
agricultural consumer. The latter includes the in- 
dustrial worker whose wages move to an appreciable 
extent, with the cost of food. Any restriction on the 
export of foodstuffs from India therefore assists the 
industrialist. Recent circumstances have been ex- 
ceptional but the precedent has been set. When-' 
ever food prices tend to soar, whenever bread riots 
are feared we may expect that comparatively cheap 
food will be secured for industrial labour by restrict- 
ing the export of food grains. The restriction is 
easy to impose ; the agriculturist is not very arti- 
culate; and protests against the restrictions come 
more readily and are made more skilfully by the 
merchant exporter than by the agricultural producer. 

These circumstances invest the question of protec- 
tion for the cotton spinning and weaving industry 
with special interest. Clothing is the second neces- 
sity of the masses. We have, in its case also, a 
precedent for a measure of control to secure for the 
masses cheap cloth at a time of high prices. But 
few, if any, contemplate the renewal of such control 
in the future. The tendency is to suggest a protec- 
tive tariff on imported cloth so as to handicap it in 
competition with Indian made cloth. Whether a 
protective tariff of this kind is, at any time, in the 
general interests of the whole country can only be 
decided by a separate enquiry. 

in Appendix I, I have given facts in support of 
the view that at the present time it is unnecessary 
to take special measures for the protection of the 
cotton spinning and weaving industry. 

Export Duties, 

17846. 30. I think that export duties should be 
used primarily for the purpose of raising revenue. 

31. The tendency is for export duties to restrict 
the export trade. If they can be imposed without 
raising export prices or if an increase in price can 
be taken without diminishing demand the export; 
trade may not be injured. An export tax on hides 
and on many kinds of raw material— agricultural 
and forest produce, minerals, etc., may not raise 
f. o. b. prices when there is a “ world price.’ ^ But 
in this case the producer in India will obtain a less 
return and this may affect production and thereby 
the export trade, in the case of a monopoly like 
jute, it may be possible to transfer the whole of the 
export tax to the foreign buyer. 

17847. 32. I have no suggestions to make for the 
imposition of export duties on raw material to en- 
courage their retention in India. I am doubtful for 
example, of the advantage to the country as a whole 
of the export tax on raw hides and skins. The effect 
of this tax, levied ad valorem on a tariff valuation is 
to encourage the export of the best hides and to 
retain for use in India the inferior grades since in 
actual practice a higher percentage is taken on tho 
inferior than on the superior hides. When a 
sudden fall in the market occurs the tax on inferior 
hides may stox> their export altogether till the tariff 
valuation is adjusted. Again an export tax on oil- 
seeds would not have any appreciable effect on the 
Indian vegetable oil industry. Already 75 to 80 per 
cent, of the oil-seed production of India is crushed in 
the country and the imports of oil and oil products 
soap) are equivalent to less than 35,000 tons of 
seeds which is much less than the capacity of a 
moderately sized mill such as that at Ernaculam. 
The exports of linseed are heavy in comparison with 
its yield, being 68 per cent, of its yield for the seven 
years ending 1919-20 as compared with 11 per cent, 
for rope, mustard and sesamum and 15 per cent, for 
groundnut. But linseed is not an Indian monopoly. 
India’s share of the world’s linseed production has 
been steadily declining for many years and an export 
tax would merely discourage its production by the 
Indian cultivator to the advantage of ^ the farmers of 
the Argentine, United States of America and ^Canada 
where linseed production has been steadily, 

O «t 
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ing during the period that it has been practically 
stationary in Russia and India. 

17848. 33. I am opposed to export duties on food- 
stuffs and generally on all agricultural produce, when 
the object is to lower Indian prices. In an excep- 
tional crisis exceptional measures may be permitted, 
but India is primarily an agricultural country and 
her agriculturists, who form the great bulk of the 
people, -should have free access to every market. 
The effect of lowering the Indian prices of Indian 
foodstuffs must be to diminish the prosperity of the 
agriculturist. The only compensation is that by 
lowering the cost of living in India the working costs 
of other industries will be diminished; it does not 
follow that the prices of the 'output of these indua- 
tries will be kept correspondingly low or that the 
agriculturist will benefit by such low prices. For 
example, by keeping down the price of foodstuffs the 
cost of manufacture of cement may be kept low but 
the manufacturer will naturally take just as large a 
price as he can get in competition with foreign 
cement. In any event cheap cement has little prac- 
tical interest for the Indian agriculturist. 


G, --Manufactures^ 

17849. 43. As Director of Industries I am inter- 
^ ested in all local industries and shall be glad to 
answer any enq[uirie3 or collect any information about 
these. 


APPENDIX I. 

The Cotton Spinning and Weaving Industry, 

17850. 1. The history of the import and excise 
duties affecting this industry is as follows: — 

1894, December — ^Pive per cent, customs duty 
ad valorem imposed on imported cotton goods 
yarns. 

Five per cent, excise duty imposed on all yarns 
over 20^ s spun at power mills in British India. 

1896, February. — Yarns, imported or manu- 
factured, freed from duty. Three and-a-half per 
cent, duty ad valorem imposed or manufactured in 
India at power mills. 

191B, March.— Customs duty on cotton manufac- 
tured (excluding yarn) raised to 7^ per cent. ; excise 
duty unchanged. 

1921, March.— Customs duty on cotton manufac- 
tures (excluding yarn) raised to 11 per cent., excise 
duty unchanged. 

2, In considering the accompanying statistics and 
graphs the period from 1914 onwards must be con- 
sidered as exceptional. 

Mills could not expand as new machinery could 
not be obtained. 

The increase in Indian production and the decrease 
in im^rts were both phenomenal and due to quite 
exceptional causes. 

The effect of the existing tariff policy on the Indian 
mih industry in the past ,can only be estimated 
accurately upito 1914. 


Cotton Spinning, 

178S1. 3. Spindles increased very steadily from 
1889 to 1914 at the rate of 5*6 thousand annually 
making a total increase of 145 per cent, for the whole 
period of 26 years- 

For the Juried 1900 — ^1914, the rates of increase of 


spindleage in various countries have h^n— 

per cent. 

United Kingdom 

. 24 

France 

. ^ , 35" ■ 

India . 


Germany . , 

. .. 44 


4. Yarn production increased between 1896 and 
1906 even more rapidly than spindleage and there- 
after the returns are nearly stationary. The figures 
of cotton consumption taken with those of yarn 
production show, however, that the output of the 
'spinning mills in 1914 had kept pace on the whole 
with the increased spindleage.^ 

5. Yarn imports are small with a tendency to de- 
cline after 1898. In 1914, when they were higher 
than usual they were a little over 6 per cent, of 
Indian yarn production. 

Cotton Weaving, 

17852. 6. Between 1889 and 1914 looms increased 
at an average rate of 15 thousand annually making 
a total increase of 395 per cent, for the whole 26 
years, in the last eight years • of the period the 
annual rate of increase was 30 thousana and the 
total number of looms exactly doubled, 

17853. 7. The output of cotton cloth has likewise 
steadily increased and the graph shows clearly that 
the rate of increase since 1906 has been appreciably 
greater than before this year. 

17854. 8. Imports of piecegoqds (re-exports negli- 
gible) were practically stationary before 1904, and 
thereafter there was a marked increase culminating 
in the peak years of 1913 and 1914. It is fairly 
clear from the combined total of imports and Indian 
production in 1915 that the 1913-14 imports were 
abnormal. But it is interesting to note that over 
their best period, viz,, 1904-14, imports increased by 
55 per cent., while Indian production increased by 
100 per cent. For any other period the comparison 
IS still more favourable for Indian production. 

17855. 9. Since 1914 the import duty has been 
raised from 3^ to 11 per cent., and the Indian Indus- 
try is at present prosperous. A few years are 
required before fresh machinery can be installed in 
India and the full effects of the new conditions can 
be guaged. The Indian consumer still must depend 
to a greater extent on imported cloth and the supply 
to India of machinery sufficient to produce cloth 
equal in amount to present imports, will require a 
very long period. Moreover it has been estimated 
that 75 per cent, of the imports do not compete 
directly with the output of the Indian mills. On 
balance, existing circumstances indicate that a 
further measure of protection for the cotton spin- 
ning and weaving mills is at present unnecessary. 


Rand Weaving, 

17856. 10. It is not uncommon still to see the hand 
weaving industry referred to as if it were a dying 
craft. The fact is that on© quarter of the cot, ton 
cloth annually consumed in India is still woven on 
Indian handlooms. In recent years the' true facts 
regarding the hand loom industry have been elicited 
and the belief that it is declining has been refuted. ■ 
In an appendix to their report the Indian Industrial 
Commission gave statistics showing the consumption 
of yarn by hand-loom in India during the twenty 
years ending 1915-16. These showed that there was 
a steady iise in the consumption of yarn on Indian 
hand-looms throughout this period and that the 
amount used in the five years ending 1915-16 was 
nearly 30 per cent, greater than during the five 
years ending 1900-01. In “ Notes on the Indian 
Piece Goods Trade” by A. 0. Coubrough, O.B.E., 
recently published by the Government of India in 
their series of Bulletins on Indian Industries and 
Labour the author gives further statistics to 
show that Indian hand-loom production from 1905 to 
1915 equalled the mills in the rate of its increased 
production. The statistics are appended to this note 
and also shown graphically. They do not take ac- 
counts of the important silk weaving industry. 

17857. 11. It is interesting 'to note that ai a con- 
ference recently held at Patna of textile exports and 
others who had a long acquaintance with the hand- 
weaving industry the opinion was recorded that 
hand weaver competes successfully with' the mnin not 
merely in the production of fine fabrics hut also in 
the output of the coarser counts and that it is in the 
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weaving of the medium counts that mill competition 
is mostly felt. The popular opinion is that the hand- 
loom industry survives chiefly by producing the fine 
materials and the patterns which are outside the 
range of mill production. 

17858. 12. At the all-India Hand Weaving Exhibi- 
tion recently held at Patna statistics for the province 
of Bihar and Orissa and its feudatory States showed 
that there were 163,000 hand-looms producing an- 
nually nearly five crores worth of cloth, mostly woven 
from coarse counts (12’s 16^s and .20’s). That the 
province is poor is shown by the fact that the aver- 
age consumption of cloth per head of population is 
Rs! 3-4 as compared with the all-India average of 
Rs. 6.^ It would appear to be an ideal market for 
the mill industry yet the hand-weaver provides 40 


per cent, of its total requirements of cotton cloth, 

17859. The hand-loom weaver can be assisted by 
introducing improved appliances for his operations. 
The most striking instance of the aid thus afforded is 
that of the fly shuttle. This is believed to have 
been introduced into India by the Dutch but its use 
remained restricted until Sir Alfred Chatterton 
organised its widespread introduction in the Madras 
Presidency. Since then its use has been taught and 
spread by practically every Department of Industries 
in India. At a modest estimate it increases the 
hand-loom weaver^s output by 40 per cent. 

17860. 14. There are other means of increasing and 
improving the hand-weaver’s production and^ these 
are gradually being made known by the Department 
of Industries. 


17861. Cotton Spinning Mill industry 1889 to 1921. 


Year. 

Number of 
spindles. 

Cotton 

consumed. 

Yam 

spun. 

Yam 

exports. 

Yarn 

imports. 







thousands. 

Cwt. 

thous. 

lbs. mill. 

lbs. mill. 

lbs. 

mill 

1889 


- 



• 

2769 (100) 

3110 

(100) 


129 (100) 

52*6 

(100) 

1890 


• 



• 

3274 (118) 

3529 

(113) 

• • 

142 (110) 

46 

(88) 

1891 


• 



• 

3362 (121) 

4126 

(133) 

.. 

169 (131) 

51 

(97) 

1892 


• 



• 

.3402 (123) 

#)8j0 

(131) 

- 

161 (125) 

50 

(96) 

1893 


• 



• 

3575 (129) 

4098 

(132) 


189 (146) 

38 

(72) 

1891 


• 



• 

3650 (132) 

4278 

(137) 


134 (104) 

43 

(82) 

1895 


• 




3810 (134) 

4695 

(161) 


159 (123) 

4^ 

(78) 

1896 


• 




3933 (142) 

4932 

(168) 

432 (100) 

184 (143) 

46 

(88) 

1897 


. 



a 

4066 (147) 

4553 

(146) 

423 (98) 

196 (162) 

60 

(95) 

1898 


• 



4' 

4269 (154) 

6184 

(167) 

462 (107) 

200 (155) 

58 

(HO) 

1899 


• 



« 

4728 (171) 

5863 

(189) 

612 (118) 

220 (170) 

46*6 

(87) 

1900 


* 


* 

a 

4946 (179) 

6086 

(163) 

614 (119) 

240 (186) 

42*6 

(80) 

1901 

m 

• 


• 


5007 (181) 

4731 

(162) 

363 (71) . 

118 (91) 

34*8 

(68) 

1902 


• 


* 


6007 (181) 

6177 

(199) 

573 (133) 

272 (211) 

38 

(72) 

1903 



« 


» 

5043 (182) 

6087 

(196) 

576 (133) 

249 (193) 

34 

(66) 

1904 



a 


» 

6118 (186) 

6106 

(196) 

676 (134) “ 

263 (196) 


(68) 

1906 



o 



6163 (186) 

6677 

(211) 

678 (134) 

248 (192) 

31 

(69) 

1906 


*' 


« 

0 

6280 (191) 

7082 

(228) 

681 (168) * 

298 (231) 


(88) 

1907 

« 

. 

• 

* 

* 

'6333 (192) 

6930 

(223) 

1 664 (161) 

244 (189) 

i 37 

(70) , 

1908 


f 


a 

a ' 

5766 (208) 

6970 

(225) 

638 (147) 

216 (167) 

37 

(70) 

1909 


* 

4 



■6063 (219) 

7381 

(237) 

657 (162) 

235 (182) 

41*6 

(79) 

1910 

• 

. 

• 


# i 

6196 (224) 

6772 

(218) 

627 (146) 

227 (176) ' 

40 

(76) 

1911 

« 

- 

• 


• ! 

6357 (230) 

6670 

(214) 

610 (141) 

; 183 (142) 

32*6 

(62) 

1912 






6463 (233) 

7176 

(231) 

625 (145) 

1 151 (117) 

42 

m 

1913 

a 



a 

• 

6596 (238) 

7336 

(236) 

688 (159) 

j 204 (158) 

60 

(96) 

1914 


• 


a 

• 

6778 (246) 

7500 

(241) 

682 (158) 

i 198 (163) 

44 

(84) 

1915 


• 


a 

- 

6848 (247) 

7369 

(236) 

652 (161) 

134 (104) 

42 

(80) 

1916 


• 


« 

. 

6839 (247) 

7692 

(247) 

722 (167)’ 

160 (124) 

40* 

(76) 

1917 



• 

a 


6738 (244) 

7693 

(247) 

681 (158) 

160 (124) 

29 

(56) 

1918 


• 

« 



'6654 (240) 

7299 

^(235) 

660 (162) 

122 (95) 

j 

19 

(36), 

1919 


* 



. 

6690 (241) 

7154 

(230) 

615 (142) 

64 (50) 

38 

(72) 

1920 


• 




• • 

. 


636 (147) 

131 (102) 

16 

(29) 

1921 





* 


! 


660 Im) 


47 

(»9l. 
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17862. Goiton Weaving 1889 to 



17863. Mill Indnstry 1921, 


Year^^ 

Cotton olotii mannfac- 
tured in Lxdia on hand- 
looms. 

Cotton cloth imports. 


yds. mill 

yds, mill. 

. . , . . k . 


2126 (100) 

1B2Q *• 


1997 (94) 

im* . 


2014 (95) 

, 1' ; 


1882 (89) 
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Year, 





Cotton cloth manufac- 
tured in India on hand- 
looms. 

Cotton cloi-h impori,s. 

1893 . 







• • 


yds. mill. 

yds. mill. 

1808 (85) 

1894 . 

• 

• 



- 



• 

•• 

2129 (100) 

1895 . 

• 



• • 

• 

• 



•• 

2257 (106) 

1896 . 

• 



« • 

• 

• 



•• 

1715 (81) 

1897 • 

• 



. . . 

• 




808 (100) 

1997 (94) 

1898 . 


. 



• 




951 (118) 

1861 (88) 

1899 . 


. 



• 




984 (122) 

2069 (97) 

1900 . 





• 




905 (112) 

2191 (103) 

1901 . ' 


. 



• 


• 


722 (89) 

2002 (94) 

1902 . 


. 



• 




920 (114) 

2190 (103) ' 

1903 . 


. 



• 




‘ 1000 (124) 

2107 (99) 

1904 . 





• 




920 (114) 

2032 (96) 

1905 . 


. 



• 




872 (108) 

2287 (108) 

1906 . 


• • 



• 




1128 (140) 

2463 (116) 

1907 . 


. 



• 




1196 (148) 

2318 (109) 

1908 . 

• 




• 




1160 (144) 

2532 (119) 

1909 . 

• 

. 


• • 

• 




1165 (144) 

1993 (94) 

1910 . 




4 • 

• 




950 (118) 

2192 (103) 

1911 . 



• 

« • 

• 




990 (123) 

2308 (109) 

1912 . 

# 



« * 

. 


• • 


1100 (136) 

2438 (115) 

1913 . 

* 

• « 



• 


P • 


1100 (136) 

2986 (140) 

1914 . 

* 

• • 

♦ 


• 


• • 


1130 (140) 

3159 (149) 

1915 . 




• « 

* • 


♦ • 


1300 (161) 

2418 (114) 

1916 . 


. 


• # 



• • 


1200 (148) 

2117 (100) 

1917 . 




ift * * 

# 


• • 


840 (104) 

1850 (87) 

1918 . 




• m 

■P 




' 870 (108) 

1522 (71) 

/ 

1919 . 




* • 

* 




1130 (140) 

1096 (51) 

1920 . 

• 


* 

♦ ♦ 

• 




^ 610 (75) 

1060 (50) 

1921 


• 


• 

• 


• • 


1180 (146) 

1490 (71) 


1!Ii6 Comimssion met at 0 o’clock after lunch and R. D. BELL, Esu*> Director o£ Industries, Bombay, was calls 1 

in and examined^ 


17864. Fresident--Q. Mr. Bell, yon are Director of 
Industries, Bombay? 

il*. Yes. 

17865. Q. You say that you generally favour a 
policy of free trade? 

Y*es 

17866. Q. WiE you please explain whether you 
favour it as a general principle or whether you think 
that it is the best poHcy for India? 

d. Both. 

17867. Q. What are the special reasons why you 
think free trade is the best policy for India? 

4 . I think that any customs tariff acts as a barrier 
W some extent. It is an obstacle to trade. 

17868. Q. Is this general policy good for the whole 
world? I want to know whether, in your opinion, 
there are any special conditions which particularly 
and specially apply to India and which make a policy 
of free trade more suitable to India than to other 
po^ntrios, 


A. When I say “more suitable*^ I am speaking 
from the point of view of trade. There may be other 
reasons, say political or, in the broad sense, reasons 
of self-defence, which make it desirable or essential 
that there should he certain industries in the coun- 
try. 

17869. Q, Do you think that the industrial deve- 
lopment of a country is advantageous economically 
to that country? 

A. Certainly it is. 

17870. Q- Do you think it is possible to secure 
industrial growth and development in India under 
freo trade? 

A, I think so. 

17871. Q. Will you please tell us how free trade 
will help the growth and development of industries 
on future principles? 

A. I prefer to put it the other way. I do -not 1 ^ 
what is to prevent the development of ^ 
under free trade. J Jtave stated ha. ioy,evid^)^J|||% 
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protection undoubtedly does stimulate industrial 
development, hut at a price. 

17872. Q. Can you name any country in tbe world 
wbicb has successfully established industries on a 
large scale under free trade principles .P 

A. England, Sir. 

17873. Q. Do you think England established indus- 
tries under free trade? Or did it start with protec- 
tion and then go over to free trade? , 

A. It developed under free trade. 

17874. Q. It established industries under protec- 
tion. That is the evidence we have received. 

A. It depends on what you imply by the word 

establish,’’ Your industries are established now in 
India. 

17875. Q. Do you think that India can be called an * 
industrial country? 

A. Predominantly, no. But there are industries 
established in India. 

17876. Q* I know that England became predomin- 
antly industrial under protection (that is what I 
understand from the evidence placed before us) and 
then adopted free trade principles. 

A. I am not aware of the facts on which your 
statement is made. 

17877. Q. Leaving England alone, can you name 'any 
other country that has become predominantly indus- 
trial by means of free trade principles? . 

A. No, Sir. 

17878. Q, Keeping England on one side, practically 
every country has had recourse to protection in the 
establisWent and development of industries. That 
being the case, why should India alone be expected 
to develop industries under free trade principles. 
That is why I asked you whether you could name any 
special conditions which are present in Indian to 
secure the object which you thiuk is desirable. 

A. 1 do not accept the view that if the other coun- 
tries had not introduced protection they would never 
have established industries. 

17879. In your opinion all those countries which 
adopted protection as a condition precedent to their 
becoming industrial countries adopted a mistaken 
policy. 

A. I should prefer to say that they forced their 
industrial development into certain lines which are 
not necessarily natural lines of development. 

17880. Q. Can you name any country which has 
followed what you regard to he the natural lines of 
development ? 

A. No, excepting England. 

17881. Q. As regards England we have had contra- 
dictory evidence and so let us not talk of England. 
If America, Germany or Japan had all gone for pro- 
tection as necessary for the development of their 
industries, India could only accept the free trade 
policy if there were any special conditions which 
made the free trade more adaptable to the goal in 
view. Do you know of any such conditions? 

An No, Sir. I am not prepared to say that I^do, 

17882. Q. You say in your answer to questions Nos. 

3 and 4 that ^^On the other hand, industrial deve- 
lopments in India render it desirable that the list of 
free imports (raw materials, manures, agricultural 
implements, dairy appliances and cotton yarn) and 
that of imports subject to' 2^ per cent, duty onlv 
('Tnacbinery, iron and steel and railway plant and rol- 
^ling stock) should be reconsidered. Without pre- 
judging the results of a detailed investigation T illus- 
trate my views by the ease of iron and steel. The 
differential treatment of the^ commodities is a relic 
of the time when no steel was made in India and one 
of the original reasons for special treatment no longer 
exists.’’ Do you mean that therefore the duty on 
iron and steel should be raised and made uniform on 
the basis of 11 per cent.? 

A. Not necessarily. Sir. I. meant to suggest by 
these remarks that taking the primary object of tariff 
to be tbe raising of revenue it is worth while- consider- 
ing whether tho revenue should not be distributed 
over the different articles in a way different from 
what is now done. At present iron and steel bear 
restively small proportion of ihe total charge. The 
is whether there is now any reason for that 
revenue point of view. I have not attempted 
there is, except to state that at the 
^re ^ven special, treatmfflit, the 


circumstances were different from what they are now. 

17883. Q. You think that the case for differentia- 
tion no longer exists. 

A. I am not prepared to say that. I simply said 
that they required reinvestigation. 

17884. Q. Under reconsideration what would you 
recommend? Reconsideration is of very little value 
unless you offer any definite suggestion? 

A. That all depends ^pn the amount of revenue 
which it is desired to raise. For instance if^ more 
revenue is desired to be raised I can see no reason 
why the duty on some of the articles which bear a 
lower rate at present should not be raised in pre- 
ference to the raising of the 11 per ■ cent. duty. I 
don’t think that the raising of the dnty on iron and 
steel and certain classes of machinery would diminish 
the imports. 

17885. Q. You- are dealing with it purely from the 
point of view of revenue. 

A. Yes. 

17886. Q, Have you considered that the import 
duties even .for revenue purposes do indirectly serve 
the purpose of giving some sort of protection? 

A. Yes. 

17887. Q. You don’t object to it. 

A. It is inevitable. The difference is this that in 
the case of a revenue duty, you think twice heforeu 
you impose such a duty as will reduce the amount of 
your imports. In the case of a protective duty, what 
you are aiming at is less imports. 

17888. Q. How long have you been in charge of 
the Directorship of Industries of this Presidency? 

A. Three years. 

17889.. Q. During that period can you tell us your 
experience as to what develbpment of industries has 
• actually taken place in this Presidency? ‘ 

A. Wall, there has been rather a slump here, as all 
over the world. ‘ ‘ 

17890. Q. Last year it was a boom year. A very 
large number of companies were floated. 

A. That was in 1920, not 1921, but a great many 
of these companies are being wound up. Some of 
them are going on. 

17891. Qn Even admitting that the development of 
industries is • a very desirable thing* for Tndia, you 
still think that no measures should he taken to stimu- 
late the establishment of industries either ‘by v^ay of 
protection duties, by subsidies or by bounties or any 
othfer protective measures? 

^ 17892. A. Not as a general policy. As T Have said 
special exceptions from other points of view would 
have to, he made.. . . , 

17893 Q. "^at other points? #_ 

A. I have mentioned that there is the supreme-, 
case of self-defence, 

17894.* That is to say * yon 'would make except 
tions only in the case of key industries, that is indus- 
tries which are of* national importance. 

A. That is .an arguable case. 

17895, Q. You think that it is an arguable case. 
Even key industries yon would not protect. 

A. A good deal of -dispute exists as to what con- 
stitutes a key industry. 

17896. Q. T therefore used the words ‘'industries 
of national importance.” 

A. That is also a term of which I Kaye not got a 
definition. I was thinking especially of the manu- 
facture of the munitions and weapons. The country 
which depends for its armaments on purchase from 
foreieru powers is obviously insecure. 

17897. Q. Only in that particular case you would 
depart from your rigid principles of Free trade. 

A. I think so. 

17898. Q. And in no other case. 

A, No. 

17899. Qn In answer to question 16, you say “The 
individual members of a hand industry are too poor, 
too ' uneducated and otherwise too iH qualified to 
organise its improvements on their own acconnt: 
Assistance where practicable must he organised by 
Government.” Is this consistent with the free trade 
princinles? , - , 

A. I think so. . i / . 

17900. Q. I was under the impression - 

trade meant leaving industries to develop aa best * 
they can, that is that Government aissistancp ougb’*', 
not to be given in any w^^, ' 



A. I did not intend to convey that meaning at all 
in my evidence. 

17901. Q, Why should Government assist the hand- 
loom industry and no other industry? 

A, I don’t mean to suggest that Government should 
not give assistance of a similar kind to other indus- 
tries but organised industries are as a general rule 
better able to give assistance to themselves than Gov- 
ernment are. 

17902. Q, You would accept the principle of Gov- 
ernment aid in certain cases even in regard to hand- 
loom industry and similar industries, 

A. In talking of protection I was thinking of the 
form of protection which prevents competition with 
foreign manufactures. The assistance which I am 
suggesting for the hand industries is what I may 
call internal assistance, 

17903. Q. That is w^hy i asked you directly whether 
you would, agree to any form of protection either by 
means of tanlf or by bounties or by subsidies or other- 
wise and you said ‘no.’ 

A. I said * no fiscal protection.’ The protection 
which i am suggesting tor hand industries is not 
tiscax, but IS teciinicai advice and similar assistance 
Iji'ovided by Government organisation, you can not 
say that when Government give assistance in the 
formation ot co-operative credit societies they are 
loiiowmg a fiscal policy. That is not the meaning 1 
attacJi to the word. 

17904. y. What difference in principle do you make 
between technical assistance ot highly quaiined Gov- 
ernment olhceis helping a hand and cottage industry 
and the technical assistance to manufacturing indus- 
toes? 

A, 1 don’t exclude technical assistance to other 
industries being given provided Government are cap- 
able ot giving It. 

17905. y. Would you I’ecomtuend Government 
engaging at Government expense highly qualified 
experts to render technical assistance Xo new indus- 
tries or to establish new industries. 

A. If it were a commercial proposition, certainly; 
that is to say if the benefit to the industry were com- 
mensurate with the expense incurred by Government. 

1V9U6. y, 1 can not fohow that. 

A, The highly qualified industries can usually look 
after their technical interests better than Govern- 
ment can. 

17907. y. If they need technical assistance not in 
carrying out their processes every day but technical 
advice or assistance, would you be in iavour of giving 
it? ’ 

A, Certainly. It is already done. That is one of 
the objects of the Central Cotton Committee for 
instance.' 

17908. y. Do you think that this is consistent with 
the free trade principles? 

A. Yes. 

17909, y, I am glad to know that. In answer to 
Question No, 82, you say *‘I am doubtful, for 
example, of the advantage to the country as a whole 
of’ the export tax on raw hides and skins. The effect 
of this tax, levied ad mlormi on a tariff valuation is 
to encourage the export of the best hides and to re- 
tain for use in India the inferior grades since in 
actual practice a higher percentage is taken on the 
iiiiferior than on the superior hides*” We won’t go 
into the question whether an export duty on hides 
and /skins should be levied or not. 1 want to ask 
your opinion as to the principles in actual working of 
ad valorem duties on a tariff valuation. That you 
think is not a sound proposition so far as hides and 
•skins are concerned. 

A. In this particular case it has affected the tan- 
ning industry unfortunately. 

’17910. y* Would not that be the effect on all indus- 
tries? If a tariff valuation is fixed, prices fluctuate. 
Tlie incidence of the tax would be lowered or' increas- 
ed according to the fluctuation. 

A. That was not my point, which was this. If the 
tariff valuation is 9 annas a pound and 15 per cent, 
is taken on ‘that, in the case of the superior hides 
which for the sake of argument we may say are worth 
twice 9 as. a pound the tax is reduced to 7^ per cent., 
whereas on the inferior hides which are worth only 

annas per ib. it becomes 30 per cent* 


17911. y. Would not that be so in regard to all 
cases? 

A. Not in aU cases, but in many eases. 

17912. y. In ail cases where the qualities differ. 

A. It is d practical difficulty. 

17913. y. What W'ould you suggest? Supposing 
the export duty is levied, what do you think shouia 
be the equitable basis ot levying tax on hides and 
skins? 

A. I am not sufficiently acquainted with the diffi- 
culties of the Customs administration to give an 
opinion. 

17914. y. But your ^ bringing this view to the 
notice of the Commission under your answer to Ques- 
tion No. 44 has some object. 

A. One object is to show the kind of practical diffi- 
culties that arise from applying a protective tariff. 

17915. y. What has a protective tariff* to do with 
this? 1 understand that your criticism is in regard 
to the system ot tariff valuation; that being uniiorm 
lor different qualities, the best hides are exported 
and the inferior hides are left behind. What connec- 
tion has this with the protective tariff? 

A, 1 regard the export duty on hides and skins as 
a protective tax. It was introduced as a protective 
tax to help the tanning industry. 

17916. y. Supposing the hides and skins were of a 
uniform quality and a 15 per cent, duty was levied, 
there would be no complaint. Assuming for the sake 
ot argument that every hide and skin at present 
exported had a uniform quality and a uniiorm price, 
then this difficulty would not arise, would it? 

A. This particular difficulty would not arise. 

17917. y. Then whether it is a protective duty or 
a revenue duty would not matter. 

A. What matters is the ^difficulty of imposing the 
duty on a tariff valuation.* 

17918. y. The difficulty which you have pointed 
out appears to be — please correct me if it is not so — 
the system by which this duty is levied. X don’t see 
any connection between this and the protective tariff*. 

A. The difficulty arises equally whether the duty 
is levied for purely revenue or for protective purposes. 

17919. y. Kxaotly. Therefore the question of pro- 
tection or free trade does not come in. 

A. The result remains the same, in either case it 
encourages the export of the best class of hides ana 
skins and leaves the worst hides to the Indian 
tanner. 

17920. y. Because the system is such. Under the 
system which is adopted for the collection of the tax, 
im incidence of the 15 per cent, duty varies consider- 
ably according to the different qualities. That is the 
detect of the system. It has nothing to do with the 
duties either protective or revenue? 

A. (No answer). 

17921. Mr. NaroUam Morarjee,--Q. In answer to 
Questions No. 3 and 4 you say “An 11 per cent, 
customs duty on imported cement may rapidly reduce 
the revenue from this soui’ce by stimulating the pro- 
duction ot cement in India ; this should not be 
accepted as a ground for the reduction of the import 
duty on cement.” Now if you are prepared to re- 
commend such an intricate method ot protection 
what makes you diffident about a definite protective 
policy? ^ 

A. But it is impossible to have a revenue tariff 
without having a certain protective effect.^ That is 
a different matter from imposing your tariff purely 
for protective reasons in order to restrict foreign 
competition^ 

1/922. y. But then you would recommend to a cer- 
tain extent some definite policy or you might call it 
as discriminating. 

A. Ail taxation comes out of my pocket. That is 
no reason why I should acquiesce in people taking 
money out of my pocket for the sake of keeping alive 
unprofitable industry. 

17923, y. Is this not being done in other countries 
to encourage their own indigenous industries where 
they have got raw materials. 

A. Oh, yes. 

17924. y. Then you say plouglis are made tor 
example in India. 

A, Yes. 

17925. Q. Do they make any agricultural, imple- 
ments in India besides ploughs P 
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A. Only a few. 

17926. Q, l)o you know that factories are being 
started to mai^e pickaxes, shovels, etc.? 

A, i know, but they have not commenced work 
yet. 

1/927. Q. in answer to Question No. 8, you say 
“ Cement makers hx their prices so as to compete 
successluUy with imported cement. Circumstances, 
including a customs duty^ on imported cement, may 
thus enable them fco get a 'price distinctly above what 
would ahord them a fair industrial rate of profit, 
in these circumstances an excise duty would 
be in the nature of am excess profits tax 
and would not raise the price of the Indian made 
cement." It you think that the excise duty is an 
excess profits tax, what about those concerns when 
they make losses. Would you exempt them when they 
are making losses. 

A. You are asking for my opinion on the principle 
now. 

17928. Q. Yes, in particular about the cement and 
generally about the cotton industry? You say that 
the excise duty is in the nature ot an excess profits 
tax. 

/L. The Commission asked whether an excise duty 
could be imposed without raising the price to the 
consumer and I have simply explained the circum- 
stances in which I think it can be done. 

17929, Q, Supposing the concerns are not making 
profits, would it be fair to charge an excise duty? 

A. Weil, in one 5ense it is not fair. It may be 
inevitable to certain times or for individual firms. 
You might as well exempt importers from customs 
duties when they are losing. 

17930, Q. In answer to Question No, 9 you say “ A 
country and a people have special facilities and capa- 
cities for producing certain classes of goods and are 
under natural and other handicaps in producing other 
classes of goods.” l>o you consider Japan’s policy of 
manufacturmg textiles a mistaken policy, as it has no 
raw materials of its own? 

A, No, I don’t think so. A great deal depends on 
the labour supply and ‘other factors. Baw material 
is not the only factor in the case of an industry. 

17931, Q, Japan takes cotton from India and brings 
back cotton manufactures to India. So, would you 
not give protection to the Indian industries? 

A. First of all I should try and find out why it is 
that Japan can take cotton all the way from India and 
bring it back here in the shape of manufactured goods. 

17932. Do they not get protection? 

. A, They don’t get their freights paid. It still costs 
money to take raw cotton and bring back manufactured 
goods. 

17938. Q. As Director of Industries, you must have 
tried to find out? 

A. We know that they have protective duties but 
that does not protect them in the matter of freight. 

17934* Q. Have you found out how they are able to 
make these articles cheaper and dump them into 
India.? 

I have made no special’ enquiry. 

1798$. Q. in answer to Question No. 18 with regard 
to capital you say “ It not only brings capital 

Is ISite coenAry, brufi it is the cheapest and most effi- 
cient way of. iatroducifig highly tedbnical manufactur- 
ing processes Into In view of past experience 
would you not insist upon like foreign fimas training 
up Indians? 

A; I am not quite sure what you are leading to. 
17986. Q. Take the case of the jute mills. You 
won’t find a single Indian as jute spinning or weaving 
mi^r. ^ 

A. Take the case of cotton mills. Large numbers 
- of Indians are employed there in responsible positions. 
X have always understood that Indians are not more 
oommoaoly employed in jute mills because people on 
the other side have not the same natural instinct for 
industry as on the Bombay side. In the jute nulls 
even labour is becoming less and less Bengali and is 
drawn more and more from up-country, 

17937. Q. With regard to higher appointm^ts very 
few Indians are employed as spinning masters or as 
weaving masters in jute mills. 

A. Well, I cannot account for it. 


17938. Q. But supposing foreigners were allowed to 
come in and establish concerns here, would you insist 
upon their training up Indians. 

A. The practical difficulties might be considerable, 

17939. Q. Even for training them? 

A. I don’t see why it should be contemplated that 
there would be objection to training them up. I think 
that it is rather the other way. They would only be 
too glad to get capable Indians. 

17940. Q, There are a good many Indians willing to 
go into the jute mills. 

A. I cannot speak for the jute mills. 

17941. Mr. Coyajee, — Q, In your answer to Question 
No. 8 you give us a case in which an excise duty can 
be imposed without raising the price to the consumer. 
Now, how far does that reasoning apply to the cotton 
excise duty? Does it fall on the consumer or does it 
not? 

A, Well, at the present day it does not fall on the 
consumer. Very large profits are being made by the 
mills. ^ 

17942. Q. Is the implication that whenever less pro- 
fit is made the duty will fall on the consumer? 

A. It is always difficult to state quite definitely who 
bears such duties. But my point was rather this : 
that if you take 10 per cent, as a fair rate of indus- 
trial profit in India, you might naturally expect that 
when prices bring in 20 per cent, profit to an indus- 
trial concern and an excise duty is imposed on its pro- 
duction then this duty might quite easily fall on the 
producer. But in the case of a struggling industry 
which was only making 5 per cent, profit, the producer, 
would make every effort to pass it on to the consumer. 

17943. Q, A gentleman this morning said that the- 
effect of the import duty is to raise the price of the 
local manufactures, because the import duty checks 
the foreign imports and therefore raises the price of 
local supplies. Consequently the profits of the local 
producers rise and therefore the excise duty does not 
fall on the consumer. What is your view? 

A. Well, in the average case it all depends whether 
the Indian production is sufficient to meet the demand. 
Take the case of cement. There is at present no free 
competition between the Indian cement factories be- 
cause they are in no way able to meet the demand, 
and therefore, they can regulate the price according 
to the price of the imported cement and make more 
than a fair rate of industrial profit. They can raise 
their price to a level as high as foreign competition 
allows them, irrespective of any excise duty. 

17944. Q, In para. 9 your appendix, you say: 

“ On balance, existing circumstances indicate that a 
further measure of protection for the cotton spinning 
and weaving mills is at present unnecessary.” Will 
you^ kindly state your grounds for holding that view? 

Is it inainly on the present shortage of supply and 
high prices that you base your statement? 

A. I have' not looked at it from that point of view* 
Protection, as I understand it, endeavours to create 
certain conditions which would stimulate industrial 
ente^rise, that is internal market conditions. Well, 
the internal piecegoods market conditions at the pre- 
sent time a.nd for some time to come are likely to be 
favourable to the Indian spinning and weaving in- 
dustry. 

17945. Q, But of course the chief condition is the 
present shortage of supply, which is about 80 per cent. 
of the local production. If you look at the figures you 
have given, you will find that the imports have fallen 
from 3,159 million yards in 1914 to 1,490 in 1921. -It 
leaves you a shortage of 1,669" million yar^s. From 
that shortage we take off 416 million yards, because 
the local production has risen’ by' that amount. There- * 
fore, there is a shortage_of 1,2^ million yards, which 
is about 80 per cent, of the local mill production. 
That shortage is the circumstance to which you refer? 

A. Yes. 

17946. Nov^, as to iron and steel you have made a 
remark thaffe the import duties on iron and steel might 
be raised. What is the extent to which you are pr^-‘ 
pared to raise the duty under the present circum- 
stances? You know that -our steel industry is being ' 
hit by a lot of cheap production abroad. Dnder the^l 
circumstances don*t you think the steel 
some claim for special help? 

A’.' You steTO' asMng- me a -^esiion Srom ^ 

tionist point ol view% did not stale’ the case ; 



that point of view at all. 1 was discussing the distri- 
bution of the total amount which it was necessary to 
raise for revenue purposes from the total body of im- 
ports, and I stated that the users of imported steel 
and iron were treated somewhat too favourably. There 
is no reason why the users of imported steel and iron 
should be favoured more as compared with the users of 
other imported materials, the local industry also at the 
same time suffering. 

17947. Q, Since you have argued that because the 
cotton industry is flourishing you would not give it 
extra protection, does it not follow on the other hand 
that if an important industry is suffering something 
should be done to help it? 

A, I would like it to get some protection, but it need 
not necessarily take the form of a protective duty. 
Why not have a direct levy from the tax-payers and 
hand it over to the industry? 

17948. <3. You mean a bounty? 

A, Yes. 

17949. Mt. Scshagiri Ayyar , — Q, Please refer to your 
answer to Question No. 8. I take it that your general 
view is that it is possible that 'an excise duty can be 
so levied as not to tax the consumer .P 

.4. No. I say under certain circumstances if you 
levy an excise duty it will not fall on the consumer. 

17950. Q. You say: For example, when Indian 

production is short of the Indian demand the price of 
the Indian made article is regulated by the price of 
the imported article.” I believe the converse is also 
true, viz., when the Indian article is sold at parti- 
cularly low prices the foreign exporter would take 
■care to put his article into the market at the same 
rate as the local article? 

A. The converse is also true, to some extent. 

17951. Q. If the converse is true, then if by not im- 
posing an excise duty Indian manufacturer is able to 
put in the market an article at a lower rate, would 
not that be an advantage to tjie consumer? If an 
excise duty is not levied on Indian cement, the Indian 
producer would be able to put in the market his 
cement at a lower rate than he would if there was an 
excise duty. 

A. He could, but he does not dg it. 

17952'. Q. If there is a duty, certainly there will be 
a temptation to get higher prices. I am talking about 
ordinary human intelligence, 

A. The fact about cement roughly is that the cement 
production of India is not more than half the demand. 
Let us sxippose that the foreign manufacixirer cannot 
put cement in the country under Bs. 80, whereas the 
Indian manufacturer could sell it at Rs. 60 and still 
pay a dividend of 10 per cent. He is not so altruistic 
as to do that, but he sells his cement at B.s. 80 or at 
such price as he can get in competition with the 
foreign cement. If, in these circumstances, you put 
an excise duty he cannot put up his price any further 
because the foreign manufacturer will then beat him 
in price. \ 

17953. Q. If there is no excise duty would not the 
Indian producer’sell at a lower price and the foreign 
manufacturer bring down his price so as to compete 
the Indian producer? 

A. In ordinary times when there is free competi- 
tion the foreign manufacturer puts it in the country 
at as low a price as he can possibly sell it. Ho won’t 
bring his price down to Rs. 70 because it would be a 
loss to him. 

17954, Q. If the^e is competition he would try to 
get some profit rather than go without any profit? 

A* Normally, when there is competition the price 
of imported article cannot be brought down very 
much further. 

17955. Q. Supposing there is a local article which 
would sell at Rs. 20 and the importer has been putting 
it at Rs. 25 and he makes a profit of about Rs. 7, 
would he not like to have Rs. 2 only as x^rofit by 
selling his article at Rs. 22? 

A. As long as there is a profit he will bo willing 
to bring the price down. 

17956. Q. So your proposition that an excise duty 
can be levied without detriment to the consumer can- 
not hold good. 

A. I have explained my point. 

17957. Q. You have not convinced me anyhow. 
Leaving that point, I shall come to the general ques- 
tion. You wiU admit, Mr. Bell, that India has had a 


free trade policy ever since the British came here, and 
that she has not industrially advanced very mxich 
under this free trade policy. 

A. She is still primarily an agricultural country, 
but i think the rate of industrial progress is very 
good. I should describe it as fairly satisfactory. 
India’s industrial development has at any rate been 
a great deal faster than her railway development. 
Her railways cannot at j)rcsent meet the demands of 
industries. 

17958. Q. You say the railways have not been able 
to keep pace with the industrial progress? 

A. Yes. 

17959. Q. You do not suggest that the progress of 
industrial development should depend upon the capa- 
city of the railways to carry the goods? 

A. No. 1 do not suggest that. 1 merely x>oinb out 
that the rapid development of industries has outstrip- 
ped the railway development. 

17960. Q. Is the x:)rogress commensurate with the 
cheap labour, raw materials, capital and jjoj) illation 
of India? 

A. I think it is coiumonsurato wdth the available 
capital and the available labour supply of India, — not 
with the raw materials, because in some cases they arc 
very abundant. 

17961. Q. You think the i^rogress has been satisfac- 
tory ? 

A. T think it has been satisfactory. 

17962. Q. If that is your view, wo differ funda- 
mentally, and there is no use my asking further ques- 
tions on that point. 

A. I should say the rate of progress has been satis- 
factory. 

17963. Q. There is only one question more and that 
is about hand-loom industries. T think you have sa»d 
in your note that something should be done to keep 
up the cotton hand-loom industi'y. Do you think 
that oheai) loans would be one of the means of helping 
this industry? 

A. No. I have not had that in mind in wTiiing that 
paragraph. My idea was that the hand-loom weaver 
should be shown the use of improved appliances and 
methods. 

17964. Q. That is to say instructions. You won’t 
go further ? 

A. Well, there are other directions. Co-operation 
is one wdth which I am not directly concerned. 

17965. Q. Would you encourage the formation of 
co-operative societies? 

A. . 

17966. Q. Are these the only means by which you 
will help the hand-loom industry ? 

A. Well, any assistance that could be given ^ in 
oi’ganising sales, etc., may fairly claim the attention 
of the Government. 

17967. Q. You would not do anything to handicap 
the industry by putting a duty on yarn which is now 
admitted free. 

A. I have referred to this in my note. You may 
suggest putting a duty on- yarn for revenue purposes, 
but if by imposing it you are going to do harm to 
your industry then you should not impose it. And I 
think it is arguable that a tax on yarn would do harm 
to the hand-loom weaver. 

17968. Q, In your opinion a duty on imported yarn 
would injure the hand-loom weaver? 

A. I think it would injure the hand-loom industry 
and it would not do any special good to the mill 
industry. 

179C9, Mr. BhodfS,—Q. Mr. Seshagiri Ayyar was 
discussing with you the question of the excise duty, 
if you find that under cover of an import duty the 
local manufacturers wore making a very large profit, 
would you bo opposed to Government taking to itself 
a part of that profit in the form of an excise duty? 

A. Not for the sake merely of cutting dow’-n their 
profits. If Government were looking round for fui'- 
ther sources of revenue, an excise duty might be per- 
missible, but merely because an Indian manufacturer 
is making large profits I do not think that an excise 
duty can be fairly imposed. 

17970. Q. I want to take it on the question of prin- 
ciple. If Government put a heavy duty on imported 
cement, I presume they are taxing the consumer? 

A. Are you talking of heavy import duties for 
revenue purposes? , : 
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l797i. i do not think the purpose does matter 
as regards the effect. Supposing there is an import 
duty on cement, I presume the duty is paid by the 
consumer ? 

A. Yes. 

17972. Q. Weil, is not the Government on behalf of 
the consumer entitled on principle to the extra profit 
which is consequently made by the Indian manufac- 
turer ? 

A. i am not looking at that from the point of view 
from which you are looking at it. I am looking at it 
from this point of view. Governmenfa want a certain 
amount of revenue. They say : “ This revenue can 
be obtained by putting such and such an import 
duty on cement. But if we put a duty on cement, 
Indian makers of cement will make excessive profits. 
Therefore, we think the fairest thing to do is to put 
not such a high import duty on imported cement, 
but to put a small excise duty also on local cement. 
That, 1 think, would be admissible from the revenue 
point of view, in the same way as an excess profits 
tax is admissible perhaps from the revenue point of 
view. But I do not think Government are entitled to 
look round and see which industries are making large 
profits and tax them merely because they are making 
profits. I think the function of Government in taxa- 
tion is to determine its revenue demands and then 
distribute them in the easiest way possible for the 
general population. 

17073, Q. May I take it on that basis? Supposing 
Government wants 10 lakhs of rupees. If they put it 
on the imported cement, — ^you have said that Indian 
production is only half of the Indian demand — the 
consumer will pay 20 lakhs more for cement. He pays 
iO lakhs duty to the Government and he pays 10 lakhs 
to the Indian cement manufacturer. Would it not he. 
fair for Government to put an import duty of 6 per 
cent, and an excise duty of 5 per cent. 7 

A. The answer to that question is : I do not exclude 
an excise duty from consideration. What 1 intended 
to convey was that an excise duty should not be imposed 
merely because an import duty is imposed. The one 
should not follow in any way automatically from the 
other. 

17974. Q. Would you impose an excise duty for the 
purpose of taxing the consumer lightly, and not for 
the sake of helping a foreign competitor to trade in 
India ? 

A. I should not impose an excise duty for the sake 
of assisting a foreign competitor in India.; I should 
admit it as a revenue cess if revenue has to be raised. 

17975. Q, Your only intention is to lighten the 
burden on the consumer? 

A. I prefer to put it “to lighten the burden of the 
pneral tax-payer. “ I would not exclude an excise duty 
if it secures a fair distribution of the burden of taxation. 

17976. Q, I should just like to ask you about the 
general flat rate which you suggest in answer to 
Question Nos. 3 and 4. Have you any idea of the 
maximum limit of a flat rate. Would you regard the 
present 11 per cent, as having reached that limit, or 
would you contemplate a higher rate? 

A. I would not overemphasise the fia'fc rate. I think 
in the case of a_ revenue tariff the limit in any case is 
roughly determined by tbe revenue realised, i.e,, you 
do not want to kill tbe goose that lays the golden eggs. 

I should say that when you exceed 2 annas in the 
rup^ you have to think rather carefully before raising 
the import duty. However, it is a matter of opinion. 

17977. Q. We had before us a theoretical protec- 
— and I gather you are a theoretical free 
trader. You both seem to agree on one point, viz., 
that generally a flat rate for revenue purposes should 
be afiowed to act in a protective capacity for the 
benefit of the industries of India. 

A. Yea. That is a natural consequence to which 
there is no reasonable objection. 

17978, Mr. Birla. — Q, 1 want to know Mr. Bell, 
whether you regard an excise duty as a consumption 
tax or as an excess profits tax. 

A. If I have understood your question aright, my 
answer is that in some cases an excise duty is an excess 
profits tax and in other eases ‘it is a ‘tax on the con- 
sumer, which is what I understand you to mean by 
consumption tax. 


17979. Q. Am I to understand that you would impose 
a countervailing excise duty irrespective of whether 
the industry is being run at a profit or^not? 

A. I would have an excise duty only for revenue 
purposes, and Government, I presume, would not be 
loblish enough to impose a tax on an industry that could 
not bear it. 

17980. Q. You maintain that an excise duty could 
be imposed without raising prices to the consumer ? 

4* ^Only in certain circumstances. 

17981. Q. In which circumstances? 

A. When there is a sufficiently large margin between 
the cost of production and the selling price in India. - 

17982. Q. Then, you think the price would not be 
raised further? 

A. It may be, but the tendency will be not to raise 
it further. 

17983. Q. If there was no excise duty the manufac- 
turer would be able to sell at a cheaper rate than he 
could sell if the excise duty were imposed. 

A. Yes. 

17984. Q. Then, you have no reason to suppose that 
an excise duty could be imposed without raising the 
price to the consumer? 

A. My point was that in many instances the manu- 
facturer does not sell it at a lower price. 

17985. Q. Let us take the concrete instance of Indian 
cotton mills. What is your view about the excise duty? 
Do you think that an excise duty can be im- 
posed without raising the price to the consumer? 

A. You mean a further excise duty? 

17986. Q. Either a further excise duty or the present 
3^ per cent, duty? 

. A. Well, at the present moment, I should say that, 
if you remove the excise ‘duty or if you increase it to a 
small amount, it would not affect prices. 

17987. Q. Why? 

A. Because the demand is so keen as compared with 
the supply. 

17988. Q. If as you say there is a keen demand for 
Indian made cloth at present in the counti*y and if 
you impose any further excise duty, naturally this 
would raise prices. How can it be justified in the 
interests of the consumer to impose a countervailing 
excise duty on the industry? 

A, I think a slight increase in the excise duty 
at the present time will not be passed on to the csoa- 
sumer. 

17989. Q. If there is a keen demand it should be 
passed on to the consumer. 

A. The prices are good just now. The mills are mak- 
ing large profits. * 

17990. Q. You think that an excise duty won’t 
make any difference at all? 

A. Not at the present moment. 

17991. Q. I am sorry I can’t understand you. You 
are a free trader? 

A. Yes. 

17992. Q. Do you know that India is very backward 
industrially? 

A. As compared with other countries, yes. 

17993. Q. Do you know that Japan was backward 
industrially 15 or 20 years ago? 

A. I am not aware of it. 

17994. Q. You should have read this at least in the 
boolis. You are the Director of Industries and 
therefore you should know. 

A. Not 15 years ago. 

17995. Q. 30 years ago? 

A. A number of years ago there was not much 
difference betwen them and us. 

17996. Q. Now compare the progress during the last 
30 years of the Indian industries and the Japanese 
industries. Do you find any difference? Do you ad- 
mit that Japan is more forward than we are to-day? 

A. Yes. 

17997. Q. Are you aware that they have got a pro- 
tectionist policy, whereas we adopt a free trad© 
policy? Do you see how free trade has acted here 
and protection has acted in Japan? Is it not a 
proof? 

■A. I do not think that the difference is entirely due 
to the fact that Japan adopted a protectionist policy. 

17998. Q. You know we have got enough raw 
materials to export from India? - .. 

A. Yes. - . 
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17999. Q. You are aware that a large number of 
unskilled labourers are available here who are now 
idle without work? 

A. Well, I think the question should be looked at on 
the whole. In recent years there has been rather a 
shor^-age of labour. 

18000. Q. Do you know that it has been very often 
said that nearly 6 crores of men in this country have 
only one meal a day? What is this due to? If there 
is scarcity of labour why don’t they get their meals? 

A. It is a qXiestion partly of the mobility of labour. 
The people of this country prefer to live in their 
villages very often. If they care to go to industrial 
centres we will get them employment. 

18001. Q. You require money first of all to go to 
industrial centres. 

A. It is not entirely a matter of money. It is a 
matter of sentiment. 

18002. Q, Do you agree that there is a good amount 
of unskilled labour in this country? 

A. I am not talking of big towns like Bombay and 
Calcutta. I am talking of villages. 

18003. Q. Do you admit that there is a big home 
market in India which has to depend for its require- 
ments on foreign imports? 

A. Yes. 

18004. Q. You have got raw materials, you have 
got labour, you have got a big home market. If by 
a little protection you can develop your industries by 
attracting shy capital which is not now coming for- 
ward, would you not come forward and give some 
assistance in the shape of protection? 

A. When you have got all these favourable conditions, 
why is protection necessary? 

18006. Q. Because there is no attraction and there- 
fore naturally investors won’t like to come forward 
and take to new enterprise. 

A. I accept the facts. As ytu say there is ample raw 
material, there is ample labour and there is a hig 
market. That is all that the industrialists require. 

18006. Q. .Still you require capital, and capital is shy 
here and will not come forward unless there is an 
attraction for the industries. 

A. It all depends on the dividends that the indus- 
trialists ask for. 

18007. Q. You mention the ease of England. Are 
you aware that England herself in order to protect her 
motor car industry has recently imposed a 33-\- per 
cent, import duty on motor cars? 

A- Yes. 

18008. Q. Why did she do it, if as you say England 
is a free trade country? 

A. I admit that protection does stimulate industries, 
but I say it enhances prices. In England the con- 
sumers of motor cars have to pay higher prices than 
before. 

18009. Q, Do you mean to say that England is a 
fool to do that? 

A . They are dping that. 

18010. 0. If India were to adopt a protectionist 
policy, I do not think the English industries would be 
able to work as snccessfnllv as they are working to-day. 

A . T don’t think it follows. 

18011. Q. But in spite of all these thinss vou want 
on sentimental e^rounds that India should be a free 
trade coxxntry and should not have protection at all? 

A. Yes, in her own interests. 

18012. 0. In whose interests, India’s or England’s? 

A. In the interest ^f India. 

18013. <>. In the interests of Enc^land as well? 

A- Wo, purely in the interests of India. 

18014. Mr, Mff7tf.~You we'-e the Secretary to the 
Industrial Commission? 

A. Yes. 

18015. Q. So you have had a good deal of experience 
of industrial questions? 

A . Yes. 

18016. Q. In your answer to Questions Wos. 3 and 4 
yoxi suggest a reconsideration of the various items 
which o.re free of duty or subiect only to a low rate of 
duty. On wlwt basis, generally speaking, would you 
reconstitute that list? 

A. I will, as I said before, look at it purely from a 
revenue point of view. You must not from the revenue 
point of view impose such a high tax as to reduce the 
fimount of voiir revenue by cutting down the purchase 
of the foreign commodities. At the present time it 
seems to me preferable to raise the rate on the 2^ per 


cent, articles rather than to raise the duty on articles 
on which a duty of 11 per cent, or more is now 
paid. It is entirely a question of revenue. For in- 
stance sugar is now paying 15 per cent, and the reve- 
nue from sugar is very high indeed. It constitutes 
one-fourth of the whole import duties received. 

18017. Q, But the present tariff is supposed to be 
constructed on revenue principles, isn’t it? 

A. Yes. 

18018. Q. Do you propose the reconsideration of the 
principles of the present tariff or do you propose re- 
consideration of the exemptions merely on account of 
the changed circumstances? 

A. Merely on considerations of changed circum- 
stances. The reason is that the Government naturally 
avoids imposing taxation which directly affects the in- 
dustrial development. When they first imposed a reve- 
nue import duty they thought it should be kept low 
or not imposed at all on articles like steel and iron, 
machinery, rolling stock plant, etc. The question is 
whether India does not produce as much iron as to 
remove the fear of checking the industrial development 
by increasing the taxes on those foreign articles. I 
think the fear does not now exist to the same extent. 

18010. Q. You take the case of iron and steel. Will 
a duty on them raise the prices? 

A. Certainly. But this is a case where the whole 
body of producers and consumers in India are con- 
rerned- Those wlio use certain articles either as pro- 
ducers or simply as direct consumers take a certain 
amount of the burden of the import duty. But this 
dutv is much lighter in the case of iron and steel. 

18020. Q, I am not quite sure that I follow the line 
in which the circumstances have changed. I under- 
stand you mean that producers of iron and steel have 
to be considered, or do you mean that it is no longer 
necessary to give a concession rate? 

A . We have now got local sources of supply. 

18021. Q. Is it not necessary for^the development of' 
industries to have cheap .supplies whether they come 
. from local sources or whether they are imported? 

A. The ideal would be no taxation at all. But there 
must be some taxation. 

18022. Q. I only want to get at the basis on which 
you recommend revision of the list of exemptions. 

A. Take the case of cement which is nearly as im- 
portant an item for the development of industries as 
much as iron and steel. There are Indian producers 
of cement and there are Indian producers of iron and 
steel. Why should the Indian user of imported cement 
pa:^' higher laxation than the Indian user of imported 
steel and iron? 

18023. ^). T am only trying to get at the principles 
on which vou advise revision. I imderstand that the 
main change is that these articles are produced in 
Inrlia. 

A. Looking from the other point of view, you cannot 
have revenue tariff without a certain protective effect. 
In distributing your favours, indirect favours, Govern- 
ment should be as fair as possible. They are giving 
greater favour to the producers of Indian cement than 
to the Indian producer of iron and steel. 

18024. Q. Then vou recommend the. levelling of the 
duty in the interests of the producers of these articles? 

4 Yes. 

18025. 0. You recommend practically an all roun<l 
fiat rale to he imposed whenever an article is produced 
in the country? 

A. Tes. I think there should" be as few imlirect 
favours as possible. I mean to sav that "where the 
revenue, tariff is high, there Is a certain amount of pro- 
tective effect. T want the protective effect of the reve- 
nue tariff to he fairly distributed. 

. 18026. Q. Then "vou want to extend it to everything? 
A. I want the burden to be fairly distributed. 

18027. Q. In answer to question 22 you recommend 
bounty system in preference to protection. Would it 
not be very difficult to work it in practice? 

A. Possibly yes. 

180^8. Q. 8uch as raising funds for giving bounty. 

A. Yes. 

18029. Q. I wanted to ascertain whether you saw the 
practical difficulty? 

A . I do not think there will be any practical difficiiltv 
in riving a bounty, on steel production for instance. 
Steel works are few and their production can be ascer- 
tained without much difficulty. But there are obvious 
cases "^vhere there woyld be practical difficulties^, . / 

'gyS'-r' 
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180S0. Q. Coming to the appendix to your statement, 
you give interesting figures in regard to the cotton in- 
dustry. I understand your main point is that the pro- 
duction of cotton cloth in this country is increasing, 
that the machine made cloth is increasing at a higher 
rate than the imports of cotton cloth. 

A, Yes. At the present moment Indian production 
can possibly increase as rapidly as they can obtain 
machinery. 

18031. Q, Therefore you thinh there is no need of 
any further protection? 

A, Not at the present time. 

18032. Q, In the same appendix you refer to the 
quality of cloth produced by hand-loom weavers. In 
para. 11 you say “ the hand-loom weavers competes 
successfully with the mills not merely in the production 
of fine fabrics but also in the output of the coarser 
counts and that it is in the weaving of the medium 
counts that mill competition is mostly felt.” Can you 
explain that? 

A. No. I cannot. I have thought about it and T 
have tried to find an explanation, but I cannot find 
a satisfactory explanation. 

18033. Q. You are sure of the fact? 

A. Yes. 

18034. Q, It is rather a curious fact. 

A. Yes. 

18035. Mr. Jamnadas Dwarhadas, — ^Mr. Bell, you 
said you had three years’ experience Bombay. Before 
that, if I may ash you, what were you? 

A. I was for two years in the Munitions Board and 
for one yeai> with the Industrial Commission, ^ Before 
that I was a settlement officer. 

18036, Q. In answer to Mr. Seshagiri Ayyar you said 
that the industrial condition in India was satisfactory 
anti that India had made satisfactory progress. 

A. Yes, the rate of development was satisfactorv. 

18037. Q. You admitted in answer to the question by 
Mr. Birla that compared to Japan, which was in as 
backward a state as India a few years ago, India has 
not progressed much. 

A. I said that at the present time the rate of indus- 
trial development in India was satisfactory and that 
the rate of progress in Japan afforded no comparison. 
My own belief is that Industrial development in Japan 
has been bought at a price which this country would 
not and should not pay. 

18038. <?. At the same time don’t you agree easily 
that the want of industrial development in India has 
been brought about by the fiscal policy which has been 
adopted in the interests of Great Britain? 

A. I don’t thinlr so, 

18039, Q. I hope you have read the Montagu -Chelms- 
ford Beport, Mr. Montagu and Lord Chelmsford come 
to the conclusion that India was industriallv bac>ward 
and that was one of th^ causes of discontent. T am 
onlv summarising, that India was leritimately asniring 
to have its industri^ aspiration satisfied. 

'A Yea. 

18041, Q. T will just read to vou some portions of the 
Beport: — “ The'^ rindiansl I'loterl fhri+-. h^^r /Indisn) fer- 
eign trade was always growing, but they also saw that 
its leading features continued to be the barter of raw 
materials valued at relating low nrices for imported 
manufactuTes, which obvinuslv afforded profits and 
pn>Rpf!ritv to other countries indusiriallv more ad- 
vanced.” Then again, “The people are poor: and their 
poverty raises the mfestion whether the preneral level of 
well-being coifid not he^rnateriallv raised by the develop- 
ment of industries.” ^Bons not that presuppose that 
considering fhe qatural advantasres, the raw materials, 
cheap labour and innumerable other advantafres 
that India’ possesses, her industrial development ha^ 
been nothing in pronnrtion? 

A. T*tbinlc It simpl'o' states the fact that Indians have 
come to recognise more and more the advantages and 
necessitv of industrial development, T mav he wronfr 
hut mv impression is that In* some parts of India and 
certainly in some communities- the benefitq of partioi- 
patlon in industries were not formerly recognised. In 
certain cases for instance there was a, disliVe for manual 
labour, and T might even sav something like a feeling 
of disdain for manual labour. That attitude is now 
changing. 

18042. Q. Is it changing or has it completely 
changed? Bo vou think there is in India any pre- 
tudico now against starting industries? 


A. Not against starting industries. But there are 
some castes, which take more freely to industrial pur- 
suits than others. 

18043. Q. Bo you mean to say that if Government 
encouraged the growth of industries we would very 
soon not find a dearth of men? 

A. I will put it this way. My experience in this 
country is that it is only generally fools in a family 
that are sent to industrial schools. 

18044. Q. You are talking about technical education? " 

A. Yes. 

18045. Q. Bo you think there are facilities for ob- 
taining technical education for industrial purposes. I 
do not think so. 

A. There are some good technical schools. 

18046. Q. I want you to tell me whether the techni- 
cal schools here are of. the same standard as those in 
foreign countries. 

A. I agree that they are not of the same standard as 
many foreign technical colleges. But industrial deve- 
lopment and technical education must go together. 
The standard of technical education has been steadily 
rising; for instance, a technical institute was started 
in Bombay about 1890. At that time the entrance 
qualification was, I think, the fifth standard of the 
Anglo-Vernacular school. Now it is the matriculation 
and for certain classes they are raising it a little 
higher than that, viz., the First Arts examination. 
This shows the great advance during the last 80 years 
in the standard of boys, who are being obtained for 
technical education. 

18047. Q. Can this progress be at all compared with 
that in foreign institutions? 

A. India owing to natural conditions which were 
chiefly ^hoso coppccted with transport, had to start late 
in the race of industrial development. You had not the 
facilities of transport in India which, for instance, 
England had. Carriage was very costly throughout this 
country. ‘ In England any factory could always get its 
manufacture easily to the sea board if it is a matter of 
. 40 or 50 miles at most. There is a vast difference in 
the conditions. 

18048. Q. Coming to the main point, do you seriously 
think that the policy of Government, since the advent 
of British rule in India has been such that it in any 
way encouraged the growth of industries in this coun- 
try? 

A. I think so. I do not know what there has been to 
prevent it. 

18049. Q. Take the cotton industry for instance. ‘ 

A. I agree with you, if you are talking about the 
excise duty, I consider that it was entirely wrong, 

18050. Q. Bon’t you think that it was a deliberate 
attempt to give proisection to Lancashire? 

A. I agree with vou there. 

18051. Q. That is one industry in which India would 
have made progress. In that case you admit that the 
policy of Government was wrong and dictated by the 
interests of Lancashire. Will you kindly tell me now 
why vou think that the Government policy has always 
been towards the encourngement of industries in India? 

A. That is one example which vrm have gh^en. and T 
do not think any one can dispute that. It undoubtedly 
was wrong. But I am not aware of any other action 
of Government which resulted in the prevention of 
inr^ustrial development. 

18052. Q. I will put it this way. Will you mention 
a number of industries which have received direct en- 
courao^ement on account of the Government policy? 

A. 1 think the iron and steel industry had a goo3 
deal of active encouragement and assistance from Gov 
emment. 

18053. 0. Taking the iron and steel industry, if the 
ste^l in'^net.rv -nTnemere/-! . was it the resplt of the natpral 
protection afforded by the war or was it the result of any 
Government measure? 

A. What I was saying was that Government gave a 
good' deal of active encouragement and assistance in 
the establishment of the iron and steel industry. 

18054. Q. Would the steel and iron industry have 
prospered but for the protection afforded bv the war? 

A. I have no inside information. But there is first 
class iron and first class coal. Why it should not profr 
per I myself find it difficult to understand. 

18055. Q. E[ad it not been for the protection afforded 
by the war, my own information is that the steel anil 
iron industry would not have prospered in this country. 

4- It is a matter oi opinion. 



18056. Q. Will you mention to me any other indiistry 
which has received encouragement at the hands of 
• Government, and has prospered as a result of their 
policy? 

A, I cannot recollect another instance of the kind 
My point was that there was nothing in the policy tc 
prevent industrial development, excepting the excise 
duty on cotton. Of course that was entirely wrong. 

18057. Q, It is the main industry of India, and on that 
question you admit that the Government policy was deli- 
berately to promote the interests of Lancashire against 
Indian interests. You have another instance, that ot 
the steel and iron industry. In regard to that I main- 
tain that it prospered because of the war protection 
There is no other industry that you can mention. How 
can you substantiate the statement that you make that 
the Government 'policy has gpne a great way tow'ards 
encouraging the development of industries. 

A, 1 said that there was nothing in the policy of Gov 
ernment to prevent industrial development, except the 
excise duty on cotton. The Government in England 
does not back up particular industries and develop tliem 
for us. The same policy has been followed here. 

18058. Q, So far there has been a free trade policy in 
India, leaving aside the years of war which afforded a 
natural protection to various industries. You will 
admit that the economic condition of the Indian popu- 
lation is not satisfactory. 

A, I admit that there is room for improvement, 

18059. Q, You believe also that it is necessary for 
increasing India’s wealth by making her prosperous to 
bring about industrial growth in India? 

A, I do. 

18060. Q, Will you point out to me any country, 
excluding Great Britain, which, at one stage or an- 
other of its industrial development, has not resorted to 
protection? 

A, No. I do not think T can. 

18061. Q. While all civilised countries have adopted 
protection, will you kindly tell me w^hy you think that 
it is necessary 'in the interests- of India that a free trade 
policy should be adopted? 

A, I have said that industrial development by pro- 
tection is bought at a price. England found that pro- 
tective duties so far from encouraging the development 
of industries hampered them. She therefore abolished 
protection. The tendency nowadays in all the free 
states seems to be the same. 

18062. Q, Pardon me. You state that England 
abolished protective duties. When was it? When it 
was able to stand on its own legs and exploit manu- 
factures outside the country. 

A. ,The industry which England sought most to pro- 
tect was agriculture and her protection of agriculture 
hampered her industries. 

18063. p. What is England’s policy now? Is it not 
a policy of protection? Do you know that last year, 
without a single dissenting voice, the Bill to Safeguard 
the British Industries was passed in Parliament? 

A. This is at the moment necessary, because during 
the war Several industries which came into existence 
under artificial conditions have to be bolstered up. 

18064. Q. In these circumstances, ivhen you admit 
that no country in the world has industrially developed 
without resorting to protection, will vou Inndly tell me 
how India is going to develop industrially without 
having recourse to a policy of prote<*tion? 

A, There has been industrial development. Take th'' 
cotton mill industry, for instance. See at what rate it 
hafi developed. 

18065. Q. Considering the vast natural resources of 
Jndia, considering the innumerable other advantages 
that we have and considering its size, do you think 
that the industrial development of India has been at 
all satisfactory? ^ ^ 

4. It is not commensurate with its resources. But 
what has there been to prevent it? 

18066. p. That is begging the question, T have been 
trying to make out a case that under free trade there 
has not been so much development as there would 
have been under protection? 

A. I will put it the other way. You can go to ex- 
tremes and absolutely prohibit the import of forei^ 
goods and then there will be remarkable development in 
India. It is all a question of degree. 

18067. p. It is not a question of prohibition. The 
only thing T want to get from you is whether a reason- 
able protection to industries for which there is a possi- 


bility will not contribute to the industrial growth of 
India. 

A. What is a reasonable protection? 

^ 18068. p. Let it be anything. You are at present an 
extreme free trader, if I may call you so. Will you 
grant that reasonable protection? 

A. I am sorry that I cannot answer the question, 
because I have got to assume what a reasonable protec- 
tion is. You have got 11 per cent, protection now. Is 
it reasonable or not? 

18069. Q. 11 per cent, is a revenue duty, and against 
that there is the per cent, excise duty. 

A. That is in one industry. 

18070. Q. Bo you think that 11 per cent, is enough? 
Bo you think that the present margin ought to be 
maintained ? 

A, I think that if the consumer in India has to pay 
a penalty for using foreign goods in preference to 
Indian made goods to the extent of an extra charge of 
11 per cent., then the Indian manufacturers have got 
there a reasonable advantage over the foreign manu- 
facturers. 

18071. Sir Manekjce Darlahhoy. — Q. Mr. Bell, the 
views which you have expressed to-day, I presume, are 
your personal views and not the views of your depart- 
ment? 

A. Entirely, they are my personal views. 

18072. Q. As the Birector of Tndusiries you would 
naturally like to see industries thrive in your Presi- 
dency, would yoti not? 

A. Certainly. 

18073. Q, You would do all you possibly can to pro- 
mote those industries? 

A. Yes. 

18074. Q. That being your principle, I presume you 
would not allow your free trade instincts to go so far as 
to prevent decaying industry from being started if you 
thought that that industry would stand on its legs vdth 
a little help? 

A, Yes. I think there might be a case for giving 
support to an industry which had become established 
and whose extinction might mean suffering to the 
people. 

18075. 0. If it was threatened with extinction and if 
it was a deserving industrv you would not carry your 
principles to the extent of not helping the industry/ 
You would help that industry. 

A. I would be prepared to consider a case of that 
kind. 

18076, Q. If you found that the case was deserving 
of assistance vou would give assistance? 

A. It depends on circumstances. 

18077. Q, If the circumstances were favourable and 
if the industry suffered owing to competition and could 
be made to stand against foreign competition by a little 
protection would yon not support it? 

A. Not m abroadly as that. T have given you that 
instance of the ban d-made paper industry. I would 
not support that industry. 

18078. Q. Because vou think that it is no good? 

A, Because the demand for it has gone. 

18079. 0. T am not talking of the hand-made paper 
industry, bee a use there is no demand for it. I have 
seep that point of yours. But T would like to put vou 
this. As Birector of Industries if yon found that a 
particular industrv suffered owing to foreign competi- 
tion and if you thought that that industry would be- 
come extinct unless supnorted bv Government with a 
measure of protection and that it was deserving of help, 
would vou not extend vour support? & 

A. Give me a concrete, cpsa. Tt is rather diffic4i1t i • 
imagine the case of an established industry which is 
meeting an existing* demand decaying like that. 

18080. Q. I shall give vou an illustration. But first 
let me understand yo\ir principle. T want first to see 
to what extent you would carry your free trade prin- 
ciples, Tn cases such as T have mentioned would you 
ohuck your trade principle or -svonld you chuck your 
Indiistrv? 

A . The only exceptions T w'onld a-llow from the prin- , 
ciple of free trade are, as T have indicated, indu«itries 
'which are essential for purnoses of self-defence. Other- 
wise. if an industrv is unable to meet the stress of the 
times, in general circumstances, T think it must decay, 
like ourselves. . ‘ 

18081. Q. Excepting industries that are remured for 
war purposes, would you allowr all other industriea to 
go to the wall? 
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A. Are you talking of fiscal protection? 

18082. Q. I am talking of fiscal protection. Would 
you support such industries or would you allow them 
to go to the wall? 

A. I would not allow protection generally on prin- 
ciple. 

18088. Q. On principle you won’t allow ^t? 

A. No. 

18084. Q. You would carry your principle to the ex- 
tent of knocking out an industry. 

A. I have given one permanent exception, that of an 
industry connected with the defence of the country. 
But I 'would not do it from the trade point of view. 

18085. Q, You have made an exception in the case of 
war industries? 

A. Yes. 

18086. Q. Do you know that the Dye Stuffs Bill was 
adopted and passed in 1920 by the House of Commons 
though England is a free trade country and that again 
in 1921 the Safeguarding of Industries Bill was passed. 
England with its free trade principles did this. Would 
you still deny to India the same sort of measures for 
assistance, which England has adopted for her pro 
tection. 

A, I think the case of England rather bears out my 
contention. There we have industries which were 
established under unnatural conditions and which can- 
not live now under healthy competition. These have 
got to be bolstered up at the expense of the general 
consumer. 

18087. Q. Which are the industries you are talking 
of? 

I am talking of the key industries. 

18088. The key industries were started under 
unnatural conditions? 

A. There has* been a good deal of amusement caused 
in England as to what key industries are. 

18089. Q, What are the industries vou are referring 
to which were started under unnatural circumstances? 

A. T am saying that the instances which you ci'fce 
from England support my point of view. In war time 
a number of industries were started under what I mav 
describe as unnatural trade conditions. Now that the 
war is over thev cannot exist under healthy competi- 
tion with outside industries, and thev have got to he 
bolstered up and the English consumer is comnelled to 
uav more. Tn oth^'r words he is taxed to maintain 
these industries. It mav be arguable that you should 
rather tax the consumer for the maintenance of the dye 
stuffs indiistrv than to let it sink. 

18090. Q. On vour very statement is it not the fact 
that the ease of India is verv much stronger? England 
started under unnatural conditions. India started 
under favourable circumstances hoping that the indus- 
tries would succeed. Thev were genuine industries 
started under nattiral circumstances. Would vou not 
yet e'«f'tend vonr protection to the Indian industry? 

A, I do not know. 

18091. 0. Whv? The position is illogical on your 
verv basis, 

A, It is very difficult to argue without a concrete case. 
T.et me give* tbo instance of th<= fown of Coven trv. 
Coventry T believe was a flourishing watch^ making 
town, and subsemientlv camo into oomnetition with 
''heap Swiss' w«tr*hes, Thop the wateh maVmor indns- 
declined. Was it wiser to protect that watch 
naaMray industry in Tndifl or let it find its uppot.pra] 
outlet for It« 'watches? Then Coventry turned its at- 
tenfaon •feo hicvcles. and was more prosperous than 
before. T thhiV the case of a nation is not Autirelv 
different from that of an individtial. Hupoosa T am a 
businessman, sav a tanner. Tf T fwn maVinP’ a loss as 
is there anv reason whv mv relatives, anart 
from sentiment. sho\tld nay me more to Vapp mv in. 
dustrv going. They would ask me to <»huAk the thing 
and ‘go into something els«' more profitable. 

18092. 0, Tn answer to M"r. .Tamnadas’ opAatien vou 
spoke of the stoA] mdustrv having hoen supported hv 

4, T merely mentioned the steel industry as on^ which 
had heo’^ Aetflhlisiied with the active help of Govern- 
ment. That was before the war. 

18098. Q, Tt was not with the active help of Goyern- 
ment that the Tata Steel industry succeeded. Their 
success was siinplv due to the protection afforded hv 
the war. Then aorain they sold their steel at n much 
lower price to Government, Government gained by it. 


A. The facts to^ which I refer relate to the Tata 
Sieel and Iron Works. The fact is that they were 
supported with the active goodwill and assistance of 
Government. 

18094. Q, That is another thing, and protection is 
{another. 

A. I never suggested they were protected. I said 
they were started with the active assistance of Gov- 
ernment. Government gave them a guaranteed order, 
the assistance of the Geological Survey Department 
and of the Industries Department. They gave it every 
help to push the scheme through. 

18095. Q. Technical advice and information was sup- 
plied by Government. But there was no actual pecu- 
niary help. So you would qualify your statement? 

A. There was nothing beyond a guaranteed order. 

18096. Q. Things were given to Government at a 
much cheaper price? 

A. Guarantee was given before the war at the same 
price as that of English steel. The circumstances dur- 
ing the war were different. 

18098. Q. You state that taxation takes money out 
of your pocket and you say “ Why should I be taxed 
for the benefit of others.” This is so far as the con- 
sumers are concerned. Wherever a policy of protection 
has been applied you know that somebody has to pay 
for it? 

A, Yes. 

18099. Q. And the consumer must pay for it. Would 
you not carry your doctrine to the extent of suffering 
for the benefit of a larger section? Would you not 
acquiesce in that proposition? 

A. We are suffering from a 11 per cent, charge now 
on everything that you and I purchase from foreign 
countries. We have got to contribute 11 per cent, of 
the total value to the Government of India’s exchequer. 

18100. 0. That is for revenue. 

A. You only continue the process. 

18101. Q. I say the principle is the same. Some- 
body has to pay and who? The consumer must pay. 
All taxes are paid by the consumers, unless there is 
direct taxation. 

A. From the protection point of view you are not im- 
posing taxes for revenue purposes. 

18102. Q. You compare excise duties and place them 
in the position of excess profits tax? 

A. Only in one set of circumstances. 

18103. Q. Don’t you know that there is a vast 
amount of difference between the two? The excess 
profits tax is not paid by the consumer^ while the excise 
dut"^ is -nsid hv the consumer. 

A. T say only in certain circumstances, if an excise 
duty is imposed it may be virtually an excess profits 
tax. That is what I suggested. 

18104. p. T do not see it, because the excise duty is 
paid by the consumer? 

A. I am sorry I have not made my*self clear. Sup- 
posing the Indian factories sell their output at Ks. 40 
and make 10 per -^cent. profit. Suppose the rock 
bottom price at which the foreign manufacturer can 
sell in this country is Rs. 80. Supposing, as is actually 
the case, the Indian output is about half the demand, 
the Indian manufacturer does not then sell his goods 
at Rs. 60 and remain content with a 10 per cent, 
dividend. He sells it as near as possible to Rs. 80. 

18105. Q, You justify the excise duty on this hypo- 
thesis ? 

A. I do not justify it. I merely say that if in such a 
case an excise duty is imposed, it must be virtually an 
excess profits tax. 

18106. Q. You would not justify' it? 

A. No. 

18107. 0. You obj’e^t to it? 

A. I object to it. If Government imposes an excise 
duty for purposes of revenue that is a different Paatter. 

18108, Q. You are referring to the ordinary excise 
duty and not the countervailing excise duty? You 
object to the countervailing excise duty on the principle 
that it imposes a duty on an article on which an import 
duty ^ sl«to placed. Why do vou object to it? 

A. I will put it this way. T object to it if it is impoB<» 
ed merely in the interests of the foreign manufacturers, 
as the excise duty on cotton was imposed. 

18109, Q. You think That the excise duty is wrong in 
principle. 

A. Yes, ' " 

18110. 9* You won’t allow it to remain. * 

A. No. ■ ; ‘ \ '■« 



18111. Q, You say that numerous companies which 
were floated in 1920 have wound up. 

A, Several of them have wound up. 

18112. Q. Do you think that some of these companies 
at least say some concerns like chemical companies, 
if they were' protected to a certain extent, would 
not have shared this fate? 

A, No. Very few companies which have really 
started operations have wound up. Their capital is 
intact. 

ISlld. Q, That is another matter altogether. I am 
talking of those industries which Jiave wound up on 
account of foreign competition. Don’t you think that 
these companies would not have shared this fate, had 
Government thought fit to protect them? 

A^ I don’t think that there have been very many on 
this side of India. 

18114. Q. I am not going into the numbers. 1 only 
say that they would have been saved by a sort of pro- 
tection. Would they not? 

A, Many of them were purely artiflcial concerns. 

1S115. Q. We won’t take those artificial companies. 
Y'ou don't mean to say that some genuine companies 

have not had to wind up on account of foreign competi- 
tion. 

A. Y'ou mean producing companies? 

18116. Q. Yes, started with the idea when the war 
was over that they would be able to hold their own. 

A, 1 cannot recollect at the moment an important 

case. 

18117. Q. But if such case existed, it was worthy of 
assistance. 

A. I am not prepared to say so. 

18118. Q. Then you made another statement which 
I could not understand. You said that only fools of 
the 'family were sent to industrial schools. Do you 
mean to tell me that England built up its commercial 
greatness by sending fools to industrial schools? 

A. I said that that was the tendency in India and not 
in England. 1 said that some communities still pre- 
ferred to make their clever boys lawyers or professional 
men rather than send them to an industry. 

18119. Q. Mr. Bell, where did you get this informa- 
tion from? I know that many of our commercial and 
business magnates, who are doing prosperous business 
refuse to send their boys to schools and colleges even 
and that as soon as they are of age, ,they put their 
boys into the business and train them up.* 

A. 1 am not takling of them. I am talking of only 
certain commimities, Sir Manakjee. 

18120. Q, I have never heard it before. 

A. It was said as a sort of side remark in connexion 
with the way in which industries were regarded at one 
in India. I don’t think that it is worth pursuing. 

18121. Q* There are one or two more questions about 
the cotton industry. Please see your reply to Question 
Ho. 23. You say “ I have given facts in support of the 
view that at the present time it is unnecessary to take 
special measures for the protection of the cotton spin- 
ning and weaving industry.” Then later on you say in 
the Appendix I ” A few years are required before fresh 
machinery can be installed in India and the full effects 
of the new conditions can be gauged. The Indian con- 
sumer still must depend to a great extent on imported 
cloth and the supply to India of machinery^ sujBficient to ^ 
produce cloth equal in amount to present imports, will ‘ 
require a very long period.” As mdia is dependent on 
foreign imports so much, would you not protect the cot- 
ton industry? 

A. No. What I meant to say was that the gap was a 
large one which necessarily must take time to fill up. 

18122. Q. And during that interregnum would you 
allow the industry to go to the wall? 

A. I showed in the graph that the industry was in- 
creasing rapidly. 

18128. Q. You refer there to^ the after war period 
when the industry had been thriving. 

A. 1 showed you that in the 8 years before the war 
the number of looms exactly doubled. 

18124. Q. That does - not mean that the industry 
prospered. You know the dividends which these in- 
dustries pay? 

A. People don’t double their looms unless they are 
prospering. 


18125. Q, It might be in the hope of better timef>. 
You don’t mean to say that because the industry in- 
creased its looms, the industry was prosperous. 

A. I would qualify the remark in one way that some- 
time before the war the yam market in China became 
worse and therefore there was a stimulus for. installing 
looms in Bombay in order to use up the local production 
of yam, but these looms were profitable looms. They 
did not put up the looms and lose money. 

18126. Q. Losing money is quite a different thmg. 
Have you worked out what profits these Indian mills 
were paying for 20 years before the war? 

A. I am prepared to admit that they were not fat 
exactly, but they worked out taking the good and lean 
years at a fair rate of profit. 

18127. Q. Don't you expect this contingency to recur 
again? Don’t you tliink that the present prosperity is 
only ephemeral? 

A. Every industry must have its ups and downs. 

18128. Q, Would you not therefore protect the cotton 
industry which i^ the mainstay of the country against 
such contingencies? 

A. Even then there might be famines and other bad 
times. Demand might fall and there might be over 
production. 

18129. Q. We are not dealing with fortuitous circum- 
stances. Would you not protect the industry so far as 
human knowledge could go? 

A. Do you mean fiscal protection? 

18180. Q, Yes. 

A. I think that it is unnecessary. 

18181. Q. You don’t object to this 11 per cent, duty 
on imported cotton manufactures so far as I under- 
stand from your statement. 

A. Not for revenue purposes. 

18132. Q. If revenue requires the import duty of 11 
per cent, to remain on, would you be prepared to 
abolish the present excise duty? 

A. I have no objection to the abolition on principle but 
whether the Government can afford* to lose the revenue 
is another matter, 

18133. President* — Q* Your position is this. If reve- 
nue was not needed, would you be prepared to recom- 
mend the abolition of the import duty irrespective of 
its effect on industries? Supposing the Government 
did not require revenue and wanted to remit taxation 
and said “ we don’t want the import duty,” you would 
have no objection to the abolition of thn present 11 
per cent, import duty. 

A. No, assuming that they were not levying more 
objectionable taxes. 

18134. Q. Supposing the revenue so increased that 
they wanted to remit taxation as they have done in the 
past, would you have any objection to the abolition of 
the import duty? 

A. No objection on principle. 

18135. Q. You "would not mind what effect it pro- 
duced on the industfry. You would not care to see 
what happens to the industry as a result of that reve- 
nue polic5^ 

A. I am not prepared to say that. 

18136. Q. Your whole emphasis in your evidence is 
that you advocate it lor revenue purposes. It natu- 
rally resolves itself into this, that if it is not needed 
for revenue purposes, it must be remitted. No con- 
sideration of industries comes in at all. 

A. I cannot visualise the position in which the Gov- 
ernment would not require money. 

18137. Q, That is the basis of a revenue duty. 

A. I think that Government will always require re- 
venue. 

18138. Q. Assuming that there was a huge surplus 
and Government wanted to remit taxation-— they have 
done it in the past; they imposed at one time import 
duties on foreign piecegoods and when revenue con- 
siderations allow^ed they removed them— you would 
have no objection. .t t- 

A. If that position arises^ the first thmg they should 

abolish is the excise duty. 

18139. Q. I merely ask would you, in regulating the 
revenue policy of the Gov.ernment of India, raise or 
remove import duti^ irrespective of their effect on in- 

A. It is. a matter which I had not consider ^, % 

am not prepared to answeir off hai|d. , 
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Witness No. 118. 


Boni1}ay Native Piece-ljroods Merchants’ Association, BOiUbay. 
Written statement, dated 31st January 1922. 


18140. The Committee of the Bombay Native Piece Goods 
Merchants’ Association are of opinion that any single absolute 
principle as (1) Free Trade or f2) Protection or (3) Imperial 
Preference, cannot be adpoted or advocated as being the 
best in the interests of this country. 

18141. Free trade is known to brinij within the reach of 
the consumer products and manufacture-i of all countrit‘s at 
competitive and consequently at the lowest possible cost. 
The a7erage income of an individual in this country being 
known to be very low, products and manufactures can 
become available to the people if the cost was ti e low. 
Free trade is thus a very desirable policy. 

18142. However it is equally desirable that the country 
should be self-reliant for as many of its requirements and 
needs as possible, and to achieve this end, things which can 
be produced or manufactured in the country should be en- 
courage! and protected. Protection thus is equally neces- 
sary for the well-being of the country. 

18143 Imperial Preference again cannot be refused when 
it is reciprocal, i.e., where" Indian industries and products 
receive the same preferential treatment from the other parts 
of the Empire. 

18144. Our Committee favours a rational fiscal policy 
rather than any theoretical one. And even this rational 
policy may be modified for purposes of raising revenue. 

18145. Our Committee welcomes free import of articles 
which help the growth of industrial and agricultural deve- 
lopment of the country such as agricultural implements, 
machinery and raw products. 

18146. The general rate of 11 per cent, duty is in the 
opinion of our t.’ommittee a heavy one and the same should 
he reduced whenever the country’s revemie can afEord such 
a course being adopted. <A high duty naturally checks 
imports and a low duty will favour larger imports. The 
country’s revenues may thus get compensated to some extent 
hy lower Tariff. 

18147. A high duty of 20 per cent, on luxuries, if neces- 
sary for ;^urpqses of revenue, may be advecated and approved 
for the time it is necessary. The results of the imposition 
of high duty should be carefully noted and lower duty be 
imposed when the revenue ceases to increase from that 
source. 

38148. Our Committee is not generally in favour of the 
imposition of export duty and desire the same to be 
removed as soon as the revenues permit. 

18149. With these general outlines, our Committee 
furnishes the following answers to the questions framed 
in their numerical order. 

A. Rbvskub Tajufb. 

18150. Our Committee favours a policy of free trade gene- 
rally and protection in specific instances only to foster the 
growth of such particular industries as can he successfully 
carried on in the country. If the revenues of the country 
isoake ihe imposition of import duty a necessity, the duty 
ma^ ba imposed for such time as the necessity lasts, and 
extent only as the revenues may not suffer hy the 

18151. Indirect taxation is the usual form of taxation 
am<^st idl the Gountries. Direct taxation is unpopular 
and is resented by the peojie, " \ ‘ “ 

18162. The Tariff shtwldheaslow as possible. ' Our Com- 
mittee strongly urge that 2| per ceni duty on fire wood in 
scheduk 2, part 3, should be altogether removed for the 
same reasons for which it is considered undesirable to tax 
food stuffs, and raw materials. Grains and pluses should he 
expre^y meniaoned as free to avoid any confusion. 

18 153. The present Tariff policy may he followed with 
nec^sa^ precautions and modifications in the best interests 
of the country and lier people. The imposition of duty on 
articles of impm-t^ encourages to that extent the production 
of these articles in the country and may he considered as 
affording protection to Ihe growth of such or similar indus- 
tries in the country. 

ISlSi. The present policy if maintained for a long period 
is considered likely to help the growth of Indian industaies. 

18155. The foreign imporkd goods are only taxed if re- 
quirements of revenue necessitate such a'oouxge. It cannot 
logically follow therefiom that the country shoaid tax its 


industries similarly. Such an imposition can neither be 
recommended on theory or in practice. 

18156. Our Committee entertains very definite and strong 
convictions as regards Excise Duty. It cannot be recom- 
mended in any form. Excise Duty tends only to retard 
and cripple the country’s industries. The effect of an 
excise duty is highly detrimental to the industries as well 
as the country. With no excise duty, the advantage gained 
by the industry will be reflected in the returns of Income 
Tax. If that is not sufficient ^for revenue, direct lax or 
taxes on profits are to be preferred to Excise Duty which is 
not helpful and positively detrimental. 

18157. Excise Duty necessarily raises the price to the 
consumer,* Direct profit taxation secures the revenue' re- 
quired avoiding the high cost to the consumer. 

38158. Our Committee is of opinion that Tariff should 
primarily be imposed for purposes of revenue only and not 
with the object of fostering Indian industries. If the 
imposition of a TarifE becomes a necessity, it is but a 
rational course to select industries which can be or are 
likely to grow up in the country, thereby securing to the 
country a triple benefit, viz., (1) The Revenue (2) Helping 
Development of country’s industries (3) Making the 
country independent of outside requirements. 

18159. It would certainly be a desirable thing for every 
country to be independent of others as regards all her 
requirements and efforts should be made in this direction 
«8 far as practicable gradually and progressively. India is 
a large country with a large population and hence her 
requirements of materials are proportionately large ; unless 
all required raw materials are obtained in the country in 
enough quantities, the country has to depend on other 
countries for balance of her requirements. All the 
resources of the country have not yet been fully developed 
and experimented upon. It is therefore unsafe to prepare 
a list of things which the country cannot produce or 
manufacture in required quantity. 

18160. The country need not be burdened with taxation of 
other goods for the protection of some. 

18161. Industries should be protected of which the 
manufacture has already been commenced by the country. 
The country .should become independent of others ■ for the 
requirements in as many respects as possible. 

18162. In the present only partially developed state of 
the country, there are many industries already started, to 
support which new industries may have to be established 
and encouraged. The principles to follow are (1) Making * 
the country industrially independent of other countries ana 
(2) Assisting and supplementing industries already com- 
menced and growing. 

18163. Those industries which are likely to face foreign 
competition without further state assistance after some 
time should be afforded the required protection is obvious. 
Industries which are of unquestioned value to the state in 
times of peace as well as war may be so protected for the 
very desirable aim of making the country self-supporting, 
in that particular. 

18164. If a foreign country adopts the policy of dumping 
or bounty, it is to the country’s interest to protect the local 
industries to keep them ^ alive and thriving, The local in- 
dustry may be given as a bounty the tax on the foreign 
supply. ^ 

Official inquiry should be at once instituted and if there 
be reasons to bmieve that a foreign country is helping its 
goods by special means, the effort should be cheeked by spe- 
cial Tariff imposition. 

18165- Our Committee highly favours band industries in- 
cluding cotton liandloom industry. Factory life and work 
cannot be followed by ail the people .in the country. 
Home industries will give employment to all who desires to 
be so employed and it is to the interest of evejy country 
tbftt the number of unemployed is the least. 

18366. Combinations to secure larger profits become 

S *Me when_ favourable circumstances arise. However in 
, industrialism is now only growing and such condhaons 
have not hitherto developed. Partial removal of protectimi 
may render the attempts of the combination fruitleE®.^ y 
18167. If a protective^ poHey is adopted, it is qufelap^^ ^ 
“HrAt some British or Foreign Financier or Finan^ers en- 
deavour to open factories here. The couixfiy i&onid wel-* 
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come sucli pioneers. Care should hovyever be taken that no 
special concessions are given to them and that the people of 
this country have a fair opportunity and privilege to par- 
ticipate in same, duly reserved and secured. 

18168. Our Committee dees not consider that in the pecu- 
liar circumstances of India such conflicts are likely to 
arise. 

18169. The import Duty is as a matter of fact borne by 
the consumer. It is the consumer who ultimately directly 
or indirectly pays for it. 

18170. Yes. 

18171, Yes. ^ ^ 

18172. The chief aim should be to make the country 
independent of others for things required by the people. 

18I7B. Increase in Tariff will so far increase the cost of 
living. Wages will be regulated on the broad principle of 
supply and demand. 

'i8174. Protecticn would not have any effect on the 
foreign trade of India as India is mostly an exporter of raw 
products and the country that needs these products will buy 
the same for its needs- When India attains the position of 
an exporter of manufactured aificles, the question ma}'- have 
to be considered. 

18175. If by the instrument of Tariff, India can secure 
an advantage which it needs. One can see no reason why 
the same should not be made use of. 

18176. It necessarily follows that there should be special 
Tariffs in special cases. 

18177. Tariff at present is detailed enough. If necessary 
further details may be added. 

18178. If a policy of protection were adopted, the same 
can as well he inaugurated by the present staff without in- 
creasing cost of maintaining special staff. The department 
will be expected to gather further particulars which it may 
stand in need of. 

18179. The incidence of an Export Duty will have a three 
fold effect (1) It will make the commodity available at a 
Tate lower than the export rate, t.e., cheapen its price in the 
producing country proportionately. It will check the export 
trade of the article to some extent and will afford a source 
of revenue. The use of export duty even for revenue pur*- 
poses is to restrict the export trade. Our Committee is of 
opinion that export duty should not he levied for revenue 
purposes only unless it is clearly established that India has a 
virtual monopoly of the article and the other countries can- 
not substitute any thing similar. Export duty may become 
useful on a measure of retaliation and for bargaining for 
Indians advantage. 

18180. Answered in the above. 

181 81< Retention in India of any raw products which the 
country immediately stands in need of, for manufacture or 
consumption may be secured sanctioning exports of mini- 
mum quantities but not by an export duty. The export 
duty can only furnish revenue, other countries can afford to 
, take away the commodity at the higher cost by paying ex- 
port duty; Export duty will not therefore secure retention in 
India if the same is necessary or desirable. 

' 18182. Our Committee generally does not favour export 

duties. As a measure for retaliation, export duty may be 
imposed. Japan has a high import duty on manufactured 
doth. At the same time it imports considerable quantities 
of raw cotton. If an export duty on cotton is levied, J apan 
cm import cotton from China, Corea, Africa and America, 
To impose export duty on cotton ■will reduce ^ the export of 
cotton. It can i»ot however make Japan import Indian 
cloth. The export duty will benefit the home industry and 
make competition by others rather difllcult. 


on British goods as English goods will he available to the 
country with the lesser duty. 

18189. The system of Imperial Preference will result in 
some changes in the volume of trade of different countries 
with India and may affect the balance of trade. 

18190. It is nntJpossihle to foresee correctly how the general 
trade position of India will he affected. The export trade 
with foreign countries may become diminished while ' 
the members of the Fmpire may not be in need of the 
exportable surplus of many Indian products. The export 
trade may suffer and n ay in consequence diminish this 
country’s purchasing power with others. 

C. Manitpactuees. 

18191. Our Committee are not directly interested in the 
manufacture of any industry but as sellers or distributors 
of most of the cloth, our Committee has vital interest in 
the manufacture of Textile goods. 

18192. India’s natural advantages for the above industry 
are the home supply of raw materials required for its manu- 
facture and cheap lahoui\ 

18193. Yes. 

18194. As compared with other countries this industry 
is not well organised. It has to depend on ineflScient and 
illiterate labour. 

18195. Chiefly on home consumption there is some export 
to Africa, Persia, Afghanistan and Central Asia. 

18196. In Indian as well as other markets of English and 
Japanese goods are available. The same are preferred 
because of better quality of materials used better labour 
efficiency. 

Owing to the low grade of Indian cotton, India’s textile 
industry is mainly to produce lower count’s yarns cloth, 

18197. Great Britain and Japan have better climate than 
India and command advantageous facilities in the control 
of shipping. 

18198. As the products of Indian Mills are of coarse yarns 
and such yarns and goods are not brought by others there 
the industry is not in need of special protection. 

18199. This industry to our mind does not require protec- 
tion. 

18200. JSTo. 

18201. Depressed exchanges of other countries will help 
those countries to supply their manufactures a-fc a lower 
scale. Competition thus will he accentuated. 

18202. It %vill last as long as the depression in exchange 
lasts. 

18203. No remedy is at present necessary. 

18204. The local supply being cheaper has a constant 
demand which is very healthy to the industty. The indus- 
try is assured of favourable returns and will considerably 
advance itself by enlargements and fresh undertakings. 

18205. No. 

18206. No. 

18207. All sizing materials and other appliances needed 
in the manufacture of the textile industiy are likely to he 
established in India. 

18208. The proportion of protection maybe raised in very 
special cases. Otherwise more or less uniform general pro- 
tection may be given. 

D. 

This section is omitted by our Committee as our body in 
the main is concerned with the import and local trade only. 

E.— Imtoet Teadb. 


B. Imebeial Peebbkence. 


18183. Our Committee on general grounds is not opposed 
‘|®tJi%perial Preference where it is asked to reciprocate the 
.p^erential treatment conceded to her by ihe other members 
of the Empire. 

18184. Our Committee thinks that the preference should 
be the same for all the members of the Empire. 

18185. Our Committee thinks that there would result 
some, economic loss to the revenues by Imperial Preference. 
As for retaliation by ^.ther countries we do not think ihe 
same possible as India has not \ et reached the stage of 
exporting its manufactures. 

18186., The matter requires detailed and minute informa- 
tion of various imports and exports and in the absence of 
which information, our Committee is not able to make the 


required statement. 

18187. Preference should be given to those articles which 
are not produced in India, and which India is not in a posi- 
tion to produce, 

^ ^,18188.. The price to the consumer will not be raised by 
h*^h$r duty on goods coming fiom forei^ countries than 


18209, Our members import piece goods of aE descriptions 
from Great Britain, Holland, Germany, Switzerland, 
France, Italy, China, J apan and America. 

18210. No peculiar effects have been observed, save and 
except the prices of imported piece goods are higher in 
proportion to the duty imposed. 

18211. An appreciable increase in the tariff rates is likely 
to effect the volume of imports. The special cloths an, 
makes which are supplied by foreign countries will be pail 
by the consumers as the increased prices. In spite of High 
duty on liquors and wines and cigarettes,^ the imports d 
not appear to have decreased to any appreciable extent, 

18212, British goods will be cheaper than those of ^ other 
countries thus there will be larger imports from Britain and f 
proportionately less from others. The volume of the trade 
is likely to remain the same. The consumer wiU get the 
goods somewhat cheaper hut the state wili suffer in lose (£ 
a portion of revenue. Our Commitleo would prefer if 
Imperial Preference is to be a-dopit'd the WJte 

the sake of reduced Duty on Britssh goods, asid 
rate or sudi rafes as ^ P6eiaaa33r fea 
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or foreign goods- As pointed out a^bove this will at any 
rate compensate the consumer who is the real tax payer. 

18213. Our Committee is of opinion that each part of the 
Empire shotild he treated separately. 

18214. Imperial Preference will merely alter the propor- 
tion of imports from British and Foreign countries. 

1^216. India's trade with other countries will he dijBScult 
as there will he no import to eounterhalance in whole or in 
part the export trade and may hamper India’s export trade 
diminishing the receipt of the Indian merchants, growers 
and others. 

18216. Our members are chiefly concerned with import of 
piecegoods. Preference up to 5 per cent, may he conceded. 


18217. Our Committee approves the principle of ad 
vodorem duty. 

F, — ^Eetail Trade. 

18218. Piece goods of all descriptions. 

182i9. The increase is to the extent of impoi-t duty im- 
posed. 

18220. Imports naturallv are restricted hy higher import 
duty. Figures are not available. 

l’8?21. ot appreciable. 

18222. Imports from United Kingdom and other part of 
the Empire will he larger than from foreign countries. 


Oral evidence o! Motilal Kanji, Eomlay, the 22nd February 1922. 


JPresident^ 

18223. Q, You represent the Bombay FTative Piece Goods 
jtferchants* Asaociatian P 

A, Yes. 

1 8224. Q, Your Committee say that they f av our a rational 
£scal policy. Will you please explain what the;y exactly 
mean? 

A, Rational means such as is needed in the^ interests of 
the country. Of course you must have read in the state- 
ment that *1 have already argued out that any absolute 
policy either of free traae or of protection or of Imperial 
Preference is out of the question at present because the 
circumstances of the country are peculiar. Under the 
peculiar circumstances of the country it is desirable that 
the poUcy should he a rational one, not restricted to any 
one particular trade hut modified in the interests of the 
country, free trade in some cases, protection in other cases 
and Imperial Preference in others. 

18225. Q, That is T>ot quite definite. We would like to 
know the definite views of your Committee. Does your 
Committee consider that the development of industries is a 
desirable thing? 

A. Ceitsinly, 

18226 Q. Would you he prepared to protect such indus- 
tries as needed protection to he established in I ndia ? 

AL Our Committee recognises the need of the develop- 
ment of India on its industrial side and therefore it is 
prepared to advocate the imposition of taxes for the purpose 
of pro ection. At the same time our Committee wants to 
make this reservation that indiscriminate taxation should 
not he levied for the purpose of protection but only such 
taxes should he imposed to protect such industries as could 
be developed fairly well. 

18227. Q, I'hat is to say, your Committee would favour 
the Ofttablighment of industries by means of tariff protection, 
if necessaiw P 

A. Yes. 

18228. Q. They would favour only such industries as have 
natural advantages in I ndia P 

A. Yes. 

18229. Q* I hat is what you really mean ? 

A* Yes. 

18230, Q,. How do you think that this is consistent with 
your reply to question 9 P You say ‘‘ Our Committee is of 
opinion that tariff should primarily be imposed for purposes 
of revenue only and not with the object of fostering Indian 
industries/’ 

Af Our Committee’s idea is that all Governmeats exist 
and all taxes are imposed simply for ii.e benefit of the 
community and if revenues of the country can afford its 
Government expenses without the imposition of a tariff 
then ^ there is no necessity for a traiff at all. As the 
question refers to tariff, we have put down the answer that 
tariff is only necessary for revenue purposes. 

M31. Q. Do you know that revenue tariffs can he in- 
creased, reduced or removed altosrether ? 

’ A. Yes. 

18232. Q. How do you reconcile that with your view that 
f»sistanoe by means of tariff should he given for the estab- 
lishment of industries. These would be purely protective 
duties and not revenue duties because revenue duties can be 
increased, reduced or removed according to the exigencies 
t of :tfaejm^al budget. 

' . A. .1 think that the idea in the mind of our Com- 
, mittee is that the industries which were to he protected 
skmld have natural advantages. 

1823^^ 3^s explanation clarifies your reply to question 

ID. You say ''It would certainly he a desirable thing for 
every country to^be independent of others as regards all her 
re^uh'cments and efforfe should be made in this direction 


as far as practicable gradually and progressively But^f or 

thf^ explanation you have given, it would he difficult io follow 
this. I can now understand that your idea is that India 
should advance gradually and progressively in the estab- 
lishment of industries and where ^ such industries have 
natural ^ advantages, you would assist them to stand on 
their own legs. 

A* Exactly. 

18234. Q. Will you please explain a little more fully what 
you exactly me«n by your reply to Question No. IS ? 

,4. As we suggested the desirability of dey ' loping indus- 
trie.5 in India, our Committee welcomes the^ idea of British 
and other nations investing their capital and starting 
industries here. At the same time of course they wish that . 
the field of industrial development or of developing a parti- 
cular industry should not hy such efforts be monopolis-’d by 
other nations. The opporiunities should also be avaihible 
to the same extent to Indians. At the same time if any 
concessions are granted hy Government for the development 
of new industries together people such concessions should he 
of such a nature as the Indians also have a chance of parti- 
cipating in them. 

*18235 Q. You say that care should however be taken. 
What would he the measures which you would advocate in 
order to take the necessary care which you suggest. ? 

A, I would suggest the subscription of half capital 
hy Indians or that about half of the people to manage the 
concern should he Indians. Also necessary precautions 
should he taken to see that Indians are not ousted from the 
industry. 

18236. Q, Do you know of such precautions having been 
faken in any other country P 

A, I must admit that I have never travelled out of India 
and my knowlege of other countries is very little, but at 
the same time of course our Committee does strongly believe 
that Indians as a rule generally do not travel out of the 
country. They are mostly remaining in the country and * 
they have very few opportunities of learning the trade and 
industry. 

18237. Q. As regards the first sentence of your answer to 
question No. 32. Will you please explain to us what you 
mean ^ by the phrase '' sanctioning exports of minimum 
quantities ” P How would you determine the minimum 
quantities and what control would you advocate P 

A. The primary idea is whether the* imposition of an 
export duty is a correct principle. Our Committee has 
decided that an export duty under any circumstances is a thing 
which cannot he advocated. The secondary object which 
the Government may have in view by putting on an export 
duty is to restrict the exportation of the articles or food- 
stuffs to other countries. Our Committee believes that the 
rates would fall by the imposition of the export duty. The 
countries which consume our produefs may he rich en(*ugh 
to buy them at higher prices created by the imposition of 
the export duty and still deprive the country of the 
minimum quantities that the country requires for its needs. 
It is therefore necessary and advocated by our Committee 
that whenever such contingencies arise if it is considered 
necessary* in the interests of the country to restrict the 
export of certain articles, it should he attained hy .means 
of a prohibition to export. Government have always figures 
of production at their hands and also the consumptive „ 
needs of the country. By mere subtraction they can say 
that over and above a certain number of bushels of wheat 
will not be allowed to be exported. 

18238. Q. Do you think* that it is possible to Certain thi 
exactlyP _ ^ 

* We can make a fair estimate. 

18239. ©. The idea of sanctioning minimum quantities is 
altogether new to us and that is why I want you to tell me 
how it can pactically be earned oat. 



sil 


i. By_ taking tke arei-ageg _ o£ the last 10 or 20 years’ 
consumptioii m India, we can fairly arrive at the approxi- 
mate figure. The oaicalations are not difficult, nor impos- 
sible to attain aadeveu if we make a mistake, we would 
make a mistake within a narrow maro'in. 

Assnming that the minimum (j^uantity is ascer* 
tamable, how wonld you control and whom would you allow 
to export P 

^ A. Could you not provide district by district the exporta- 
tion to the ports only of such quantities P 

18241. Q- Exported by whom? Supposing that you 
decide that a certain quantity of wheat should be allowed to 
be exported in a year, how would you regulate it, and what 
machinery would you employ ? 

A» I would employ the simplest machinery of distribu- 
ting the right of exporting the merchandise to the firms 
who are already in the trade in proportion to their 5 or 10 
years averaige standard. 

18242. Q. Do you approve of the principles which Gov- 
ernment adopted in enforcing control during the war period ? 

A. I would not like to make a general assertion about 
the ^Government policy of control but as regards this 
particular measure 1 would say that I would certainly 
advocate the measure of distributing the right of export 
to all firms who have had 10 or lo years average of export 
of this commodity. I don’t think that Government durino* 
the war years allowed all the firms to export with the same 
facilities but perhaps those are points with which we are 
not concerned and which we need not argue, t therefore 
say that 1 don’t make a sweeping assertion that Govern- 
ment’s policy during the war period was quite correct. 

18243. Q. You think it can practically be carried out 
without giving rise to a lot of criticism and complaints ? 

A. Yes, if you could do it fairly and equitably. 

18244. d. As regards your answer to Question Ko. 35 do 
you mean reciprocal trade treaties or preferential treatment ? 

A. Preferential treatment for the countrv which sives us 
preferential treatment. 

18245. Q. That is to say on a reciprocal basis P 

A, Yes. 

18243. Q. Would you be prepared to accept economic loss 
to India for the purpose of carrying out Imperial Preference? 

A, Certainly not. 

_ 18247. Q. Then what you want is reciprocal trade treaties 

to the mutual advantage of both parties. Would you include 
South Africa, for instance, in that preferential treatment ? 

A, Only on the condition that they give us the same 
advantages as we give them. The only principle that our 
Committee has put forward in the answer is this : that 
Imperial Preference is only to be resorted to in such cases 
where India will be i*eceiving some benefit in return. 

18248. Q. As regards your answer to Question Ifo. 40 
suppose we are importing a particular article from England 
under a 10 per cent duty and from another continental 
country on a 15 per cent, basis. Assuming that the condition 
-you lay down in your answer to Question l^o. 39 is fulfilled, 
that, India does not manufacture that article, how will 
the price be regulated? On tbe 10 per cent, basis or the 15 
per cent, basis ? 

A. Most probably on the 10 per cent, basis. 

18249. Q. If it is on the 10 per cent, basis then no advan- 
tage secured by England. 

An, Hut England ^ets the advantage of selling the article 
m. a 10 per cent, basis. But for tbe preference she would 
have to sell on a 15 per cent, basis. 

^ 182.50. Q. Let us suppose that a certain quality of superior 
piecegoods which is not manufactured in India, can be 
imported'from Japan, America and England. Now let us 
assume that the cost of that article is Rs. 100 in all the 
countries; England pays Rs. 10 as duty, and it costs Eng- 
land Rs. 110 in India, but America and Japan pav a dutv 
of Rs. 15, and it costs them Rs. 115 in* India. If England 
selie at Rs. 110, the difEerencein duty does not give her more 
than her Rs. 100. Therefore there is no advantage to her. 
Bat take the case of the consumer now. Supposinor America 
and Japan cannot sell the same article below Rs. Il5, why 
should the English exporter sell it at Rs. 110 ? The Enf*-- 
lish exporter would sell it Rs. 114-8 or something appro- 
ximating to the competitive price of Rs. 115. The con- 
sumer has therefore to pay something under Rs. 115 instead 
of Rs. 110. That is, on account of the preference, the 
English exporter gets the benefit of the difference between 
Rs. 110 and Rs. 114-8. 

^ A, I agree with you, Sir, in that view, but at the same 
time it should be the duty of the country which exports 
these articles not to take advantage of the full 5 per cent. 

18251. Q. Buttheconsumer would pay the benefit gained 

by the exporter ? Would you modify your, views to that 
extent P 


A, I say our idea in this answer was this : originally the 
15 per cent, basis of tax is to be imposed and instead of 
imposing 1 5 per cent, on English goods you give a pre- 
ference of 5 per cent,, thereby reducing the duty payable by 
the English manufacturer. But for the preference the 
consumer will have to pay 15 per cent. 

18252. Q. If all the imports are on a 10 per cent, basis 
the consumor will have to pay only on a 10 per cent* basis. 
Now^ the benefit of the 5 per cent, preference goes to the 
English manufacturer ? 

-2. Quit** so. 

^ 18253. Q. That is why I think you have to modify your 
views. (No answer). 

Sir Manahj ee Badabhoy— 

18254. Q. Your Association deals largely in foreign 
piecegoods ? 

A, Our membership is not restricted to foreign piecegoods 
merchants only. We have as our members merchants 
dealing in goods manufactifred by local mills. But of course 
it must be admitted that a large majority of our members 
are interested in foreign piecegoods. 

18255. Q. I understand you are the Secretary of the 
Association ? 

A, No. I am the Vice-President. 

.18256. Q. And you represent the views of this Asso- 
ciation today ? 

A^ Yes. 

18257. Q. Your Association is of opinion that you cannot 
have a hard-and-fast policy in fiscal matters ? 

A, Yes. 

18258. Q. I understand that your Association is of opinion 
that the policy to be adopted in India should bo such as to 
meet the circumstances of each case from time to time. 

A, Quite so. 

18259. Q. Your Association is not against affording pro- 
tection to such Indian industries as require it ? 

A, No. 

18260. Q. In paragraph 5 of your written statement you 
state ; The present policy if maintainedf or a long period is 
considered likely to help the growth of . ndian industries.*' I 
understand by " the present policy you mean the fiscal 
policy which was promulgated in 1921 raising i-he import 
duties to 11 per cent ? 

A, Quite so, Sir. 

18261. Q, You are in favour of retaining the present rate 
of duties, as you think that they will be conducive to the 
growth of Indian industries ? 

A, And also because they are necessary for purposes of 
revenue. 

18262. Q. If that be the view of your Association I cannot 
understand why your Association subsequently say : ** The 
general rate of 1 1 per cent, is, in the opinion of our Com- 
mittee a heavy one and the same should be reduced when- 
ever the country s revenue can afford such a course being 
adopted.” You ai’e a little inconsistent. 

A, \hej are not inconsistent if you agree that any 
imposition of duty adds to the cost of living iu the country. 
The imposition of this II per cent, duty adds considerably 
to the cost of living ia the country. Therefore, we advocate 
that duty should be reduced as far as possible. 

18263, Q. At the same time you advocate that the present 
policy ought to he maintained. 

A, We advocate it in the interest of revenue. If it is in 
the interest of revenue to impose all per cent, duty, the 
committee agree that it. should be maintained. Bat when- 
ever there is an oppox't'inity to reduce it then our committee 
advocate that it should bo reduced. 

18264. Q, If you want the duty to be reduced whenever it 
is possible to reduce the revenue raised, will you tell me why 
you advocate that the present policy should be continued ? 

A, We, Sir, start with the idea that the duties are impos- 
ed for the purpose o£ revenue. ^ WheL the 11 per cent, duty 
was imposed in 1921 it was imposed for the purpose of 
revenue. Though by this imposition indirect protection 
was given to Indian industries, the duty was not originally 
meant to protect. 

18265, Q. Let us make the issue clear. Your Association 
favours the present policy by which all par cent, duty has 
been imposed ? 

A. Yes. 

18266. Q. You do not want to go back on that? 

A, Certainly not, but if the revenues of the country do 
not require it. 

18267. Q. The present policy has the indirect effect of 
protecting the nascent industries of India, and, therefore you 
favour that policy. Therefore would you not like to ■ 
that rate of 11 per ceni at any cost ? 

A^ No, not at the cost of the general tax-pay^r, , ^ , 
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18268. Q. Either you must say that the present policy 
should’ "be maintained or it shotild not he. You cannot take 
up hath the positions. 

A, The position that our Association would like to take 
is this : it is in the interests of the country that the cost 
of living should he as low as possible. Our country is very 
j)oor as compared to other countries. The individual income 
in India is considerably below that in other countries. 

18269. Q, Does your Association consider that the import 
duties mainly affect the masses of the people P Do the 
masses consume imported articles ? 

A, Well, some part of it goes to the masses. 

18270. Q. A very small part, is it not P 
' A. Yes. At least the middle classes are considerably 
affected and they form^ the backbone of the whole society. 
We suggest that if it is necessary in the interests of 
revenue to impose a 11 per cent, duty, by all means impose 
it. It works both ways : it protects our industries and 
gives revenue. ^ If that amount of revenue is not needed, 
tiien our Association cannor favour the maintaining of 
that duty. 

18271. Q. Am I right in putting the position in this way : 
that your Association would not favour the imposition of 
the 11 per cent, duty for protective ]>urposes P 

A* If you think it is necessary for revenue purposes then 
you retain the 11 per cent. duty. If, when making a budget 
• you find a deficit and that deficit will he made up by a 
11 per cent, duty, then piit it by all, means. If there is no 
such deficit, and if still you advocate that in the interests 
of the country it is necessary to develop its industries to 
impose that duty, all right, we will consider the question on 
its merits and pronounce an opinion. We are in favour of 
protecting the country’s industries and developing them 
wherever necessary. 

18272, Q. Let me put to you a concrete question connected 
with your own business. Has this 11 per cent, duty really 
affected the imports of foreign cloth? 

A* It is difficult to say. The period has been very short, 
and other circumstances have had a preponderant effect on 
the market, and I do not think I can with any confidence 
say that it has had any effect either for good or had. 

18278. Q. You say the circumstances have been such and 
the time so inadequate that jour Association is not in a 
position io assert that this 11 per cent, duty has affected the 
imports in any way ? 

A* It is well-ktiown to all that there has been several 
other factors that have contributed to the curtailment of 
trade. 

^ 18274. Q. But this 11 per cent, has had no effect ? 

A. Ko. 

18276, Q. That is the point I wanted to make clear. 
You recommend that the duties on firewood should be 
withdrawn ? I presume vou advocate it on the ground that 
they are necessaries for the poor people P 

A* Yes. 

18276. Q, Does your Association import foreign yarn P 

A^ No. I do not think the members of our Association 
import it. We are piecegoods merchants. 

18277. Q- your Associationf formed any views about 

an import duty on yarn P 

X We have not considered the matter at all. Yam is 
not ^xed at all. Personally I would rather see that they 
continue to come in free as they come now. 

18278. Qi I understand your Association is of opinion 
that export duties are not desirable ? 

it. Yes. 

. 1:^9. Q. And you would do away with these duties 
as far as possible ? 

A* In all cases. Not even as far as possible. 

18250, Q. Except where India has a monopoly of supply ? 

A* Even in those cases our Association would not advo- 
cate an export duty. 7’hey consider that an export duty is 
bad in all its aspects. 

1B281. Q. You say that an export duty will not help the 
reteftttion of the raw material in me country, because export 
dep^ds on foreign factors^ *.e., the prices prevailins^ in 
foreign markets. 

A, Quite so. 

18^, Q* And whether there is scamity in this country 
or notjcxport will take place if the foreign prices are higher ? 

A. Yes. 

18288. So you do not think it necessary to impose an 
export duty in any case ? 

A. Yes. 

18284. Q, You say :Jamn has an import duty on manu- 
factured cloth. What is me duty at present in Japan ? 

A* About 3.5 per ceni * 

18285. Q. Is the trade of your Association in piecegoods 
affected by Japanese imports of piecegoods in this country P 


' A. "We are dealers in foreign merchandise. The bulk of 
our trade may be said to be increased or decreased according 
to the influx of foreign manufactures. 

18286. Q. Unless you have any objection to answering, 
the question I should like to Jknow whether the Japanese 
imports affect you in any way ? 

A. I am going to answer that question in the capacity of 
a merchant. Anything that comes to my hand I buy or 
sell. What does it matter to me whether it comes from 
this country or that countiy P 

18287. Q, Would you differentiate between imports from 
Japan and those from European countries ? ^ - 

A, If you put it on political grounds, it is quite a 
different matter. As merchants it is all the same to us 
whether we deal in Japanese goods or English goods, 

Mr. Jawnadas Dwarhadas — 

18288. Q. Mr. Motilal, I understand that your view with 
regard to the import duty is that it should only he imposed for 
revenue purposes and that your Association is not in favour 
of protection because, you think that if a duty is levied for 
protective purposes then it means additional cost to the 
consumer, and, therefore, in the interests of the general 
public your Association would rather not have any protec- 
tive duty. If a duty is required for revenue purposes then 
you would impose an import duty ? 

A. So far all right. 

18289, Q. You know that before the>«war there was only 
for revenue purposes an import duty of 3| per cent, and a 
countervailing excise duty of percent. That from the 
oint of view of your Association, is probably an ideal con- 
ition ? 

A. Certainly not. The ideal condition, according to the 
view of our Association, would be free^ imports and free 
exporis, so that the people can get the things at the cheapest 
possible price. 

18290. Q. You would not even have the 3 1 per cent, import 
duty or the 3| per cent, excise duty? You take this view in 
the interests of the general public of India. How far has 
that policy affected the country favourably P. Do you think 
that the economic condition of the country has improved ? 

A. It has not improved the economic condition^ of the 
counti’jr. On the other hand, we have been asking for 
protection with a view to develop our industries but an 
unwilling Government has not given it. 

18291. Q, You admit that the effect of the free trade 
policy which you advocate is that the economic condition 
of the country has not improved ? 

A, It cannot improve. 

18292. Q. If the economic condition of the country is to 
improve then it must necessarily develop its industries P 

A. Quite right. 

18293. Q. You admit that India is industrially a back- 
ward country compared to other countries,andif you want to 
develop the wealth of India her industries must he develop- 
ed. You admit also that the free trade policy forced on us 
in the interests of others has not contributed to our indus- 
trial growth. I ho^je you will also agree with me that it is 
responsible also fur what is described as the ihiserable 
..condition of the masses of India? . 

A. Yes. 

18294. Q. Now, you are probably acquainted with the 
industrial history of other countries of the world ? 

A. Yes. 

■ 18296. Q. We read in history that in all thhse ^oOttutries 
which are industrially far advanced today; at one stage or 
anotherrin the course of their industrial development a policy 
of j)rotection was adopted, 

A. That is well known. 

' 1 8295. ^ Q. That has given an impetus to their industry 
and that is responsible for the more or less prosperous state 
of those countries. Now granting that this was the case 
as you yourself- admit, don’t yen thitik tet if it is 
necessary to increase the wealth of India and "make the 
life of the people better than it is today, we must’ also 
have protection ? 

A. I have already told Sir Ibrahim that we would 
advocate progressive* protection. Before introducing' pro- 
tection we - should ascertain if it was possible for the 
country to bear the additional cost of living’ profitably. 
If it was not possible to develop a iparticular industry- m 
this country. 

18297. Q. Leave aside a particular industry for the 
present. Take the Indian cotton industry. Do nottake^th© 
natural protection afforded by the war. Take the pre^wsfir 
days. When the industry started, instead of giving protec* 
tion to a new industry protection was indirectly given to 
Lancashire* The, result is that in spite of her natural 



jidrantages fox the^ cotton industry India lias not developed 
as fast as Japan without any natural advantages. 

That is so. ^ 

18298, Q, If it is possible by a policy of protection, 
so far as the cotton industry is concerned, to supply 
practically all our wants would you not advocate a policy 
of protection P 

A, 1 believe the answer given by our Association covers 
the (Question raised by you. Thej'- favour protection 
wherever possible. 

18299. Q, They are in favoui* of protection ? 

XYes. 

18SOO, Q. May I know your reason for not favouring 
export duties P Take jute for which is a monopoly of India. 
You would not object if you can get revenue from an export 
duty on jute P 

A, I would oppose it. 

18301. Q. It is the country that imports our iute that 
pays the duty ? 

A* The idea in the minds of our Association is it is 
always the country that' exports that pays the duty. 
The country^ that manufactures our jute will not be able 
to take our jute in such 'large quantities as it used to 
take before. The duty will take away a margin of 
their profit, and^ as soon as their margin of profit dis- 
appears they will stop importing it. Therefore it is 
not the foreign manufacturer that pays the duty, but it 
is the Indian producer. 

18302. Q. 1 agree that that would be the case with regard 
to most of the articles, but take an article like jute where 
we have a monopoly. The foreign manufacturer cannot 
get jute from any other country : he must impoi’t it from 
this country, 

A, Ho. It will induce them to find substitutes. Thereby 
yoar trade will be killed. 

18303. Q, Take Indigo. You had no export duty, had 
you? 

A. No. 

18304. Q. Still synthetic dye was substituted, Jsitnot 
therefore a matter more of science P 

A. (No. answer). 

18805. Q. Do you advocate an export duty on food stufFs? 

A, We do not advocate export duty on any stuffs 
whatsoever* 

18305, Q. Now coming to the question of Imperial Pi’e- 
ference, you say you are in favour of Imperial Preference? 

JL. Y'es so far as India is going to be substantially 
benefited thereby. 

18307. Q. Do you think that a policy of Imperial Pre- 
ference when adopted by India would give this country an 
economic advantage considering that India has largely to 
depend upon expoits ? It exports mw materials' and Imprts 
manufactured articles. Under these circumstances do 
you think that the policy of Imperial Preference is likely 
to give any economic advantage to India? 

Generally speaking it would, 1 think,^ There ai*e 
certain special circumstances when it is an advantage. 

18308. Q. You would approve of the Preference only if 
it proves to be eoonomically advantageous ? 

A. Yes. 

ISBOS, Q. If there is a definite economic loss would you 
advoi&ate it r 

A. No, because the interests of our people outweigh 
0 ur interest for other people. 

Mr, Mani — 

18310. Q. Mr. Motilal, there is only one question which I 
wish to ask you in connection with this Immial Preference. 
I understood that the President suggested to you that if 
a preference of 5 per cent, were given to British manu- 
' facturers, they would put up their prices to say Rs. 114-8. 

I want you to tell me from your experience as an importer 
if there is considerable competition between tfie different; 
manufacturers in England. 

-d. There is. 

18311. Q. Would not that competition tend to keep the 
prices down to the level of Rs. 110 . 

There would be no particular inducement to bring it 
down to Bs. 110. A.t the same time we cannot readily say 
that it would be Rs. 114-8. It would fluctuate somewhere 
between Bs. 110 and Rs. 115 according to the exigencies 
of each particular merchant* If any particular merchant 
want to sell his gobds in large quantities he might give 
easier prices and we may even get those articles at hs. 110 . 

18312* Q. It really depends on the extent of competition 
amonguthe English manufactuiers ? 

A. Yes. 

Mr Birla^ 

18313. Q. The first impression that I formed of you was 
that you were a free trader. After the evidence that you 


have now given, I understand that you modify your views 
and that you are quite ^-epared to protect industiies where 
possible. 

A, Yes. 

^ 183 14. Q. In answer to Question No. 23 you say the chief 
aim should be to make the country independent of others for 
things required by the people. You mean by this that 
you wonld like to manufaetui’e your requirements in this 
country instead of importing them fi'om other countries ? 

A, Yes, 

18316. Q. Would you then like to maintain the present 
import duty which is about 1 1 per cent.? 

A. Yes. 

18816. Q. Even if revenue permits it to he reduced P 
A. Yes. 

18317. Q. With reference to your answer to Question No: 
16, what special measures would you advocate to assist hand 
industries ? Had you any special idea' in your mind when 
you framed the answer ? 

A. The answer has hcjen framed to the question that the 
Commission has jmt forward before us. 

18318. Q. You have no scheme to offer ? 

A. No. 

18319. Q. In answer to Question No P4 you say that 
J apan can import cotton from China, Corea, Africa aud 
America. Do you think that the quality of Cotton of these 
countries is the same as that exported from India? 

A. The quality of American cotton is far superior to that 
of India. 

18320. Q. If more duty is imposed upon the export of 
cotton, it will tend to the import of American cotton into 
J apan. This is what you say. Buc the difference between 
the cost of the Indian cotton and of the American cotton 
is 21 per lb. Would tbe Japanese import cotton** from 
America paying high prices ? 

A, We do not know what duty will be levied. We want 
only to point out that the duty you levy should not be in 
excess or the value of the article in other countries. 

18321. Q. If a moderate duty is levied, you don^t think 
it will encourage the Japanese. 

A, Certainly not. 

Mr>. Bhodes-^ 

18322. Q. Have you been many years in export trade ? 

A. Yes, Sir, 

18323. Q. How many years ? 

A* I can say that my firm has been for the last 50 years 
and over, 

18324. Q. You told Sir Manekjee Dadhabhoy that the 11 
per cent, duty hafl no effect on imports. I thought what 
you really intended to convey was that you had not been 
able to ascertain wbether it had any effect. 

A. Quite right 

18325, Q. Owing to the bill troubles, that is, exchange 
troubles P 

A^ Yes, that was one of the troubles* lliere was some 
ti’ouble also from the Swadeshi movement, a movement in 
favour of using swadeshi articles and also in the early jiart 
from the insufficient supply of wagons for the movement 
of goods. 

18326. Q. Eor a number of years Bombay mills have 
been slowly taking out a portion of the Lancashire trade* 
Isn’t it? 

A. I should not believe so. Bombay mills have been 
working here > just as they have been during the last fifty 
years. 

18827. Q. I want to get the benefit of your long experi- 
ence. I want to know what changes there have been during 
the past 20 years as the result of the extension of Bombay 
mills. Has it adversely affected Lancashire P 
A. Lancashire has turned to producing other kinds of 
cloths. 

18328. Q. A further extension of the Bombay mill 
industry would not necessarily affect the amount or quantity 
of goods you bring from Lancashire ? It would probably 
more affect particular descriptions. 

A, Certainly, Sir, it would affect the descriptions. If 
India begins to produce some sort of cloth which Man- 
chester is now supplying, then naturally the consump- 
tion or rather the imports of those cloths would be lessened 
proportionately. 

18329. Q. If India progresses industrially, I presume it 
will have more money to spend on finer qualities. 

A, Quite so. 'ihat should be the view of the Government 
at all times that the material prosperity of the nation 
should make it perhaps industrially develop further and 
further. 

18330. Q. When you are adyocating a ceytain maasm 
for the establishment of industries in India -you 
considering the interests of your own membetn^ ^ f ri. ' 



sU- 


A, ITo, nd. 

18331, Q. I mean joiir members would benefit by the 
' large purchasing power of the people P 
A* I think so, 

18333. Q. In regard to imports from Japan, what class 
of piecegoods do you import 

A. Of course ‘piecegoods’ is a very geperal term. I am 
really at a loss to differentiate the goods. As a matter of 
fact our Association is interested in the import of all piece- 
goods whatsoever. 

183o3. Q. Do you import any piecegoods from Japan into 
Bombay ? 

A. We do. 

18331. Q. Does Japan compete with Bombay mills? 

X Certainly. 

18335. Q. In low class goods ? 

X No. Such as Japan can manufacture and send we 
import and sell in the market. 

18336. Q. Hosiery? 

A* Hosiery, I think, Japan exports very largely to India 
and it has almost killed the Indian hosiery trade. 

18337. Q* Do you get coatings^and shirtings from Japan P 
A. Shirtings we get. As regards dhoties we are only 
beginning to get. Dyeing is not perfectly done there. 

18338. Q. Do you find that Japan competes more with 
Bombay mills or with Lancashire ? 

A, I should say more with Lancashire and less with 
Bombay mills. 

18339. Qt They are using American cotton and therefore 
their quality must be'superior. 

A, Our experience is the opposite. 

18340. We have been told that Ja^mn is competing 
with Bombay mills. 

A. I would like to he corrected on that matter, but I 
have expressed my opinion. 

Mr, T. V, Beshagiri Agyar-^ 

18341, Q. I believe that in Japan hosiery is a cotlage 
industry. 

A, As I said to the President, I do not know much of 
Japan. 

18343. Q. Much of th,6 ground has been covered by Mr, 
Jamnadas Dwarakadas ; so there is only one question I want 
to ask you. You said that if the Government has enough 
money by means of taxation, you would not make any 
attempt to put into its hands more money than is neces- 
sary. 

X Yes. 

18343. Q. I believe that you will advocate that Govern- 
ment should endeavour to encourage industries in this 
country. 

A, Oartainly, 

18344. In addition to being a tax-gatherer, it should 
develop the industries of the country. 

X Quite so. 

18345. Q. Would it not be justified in imposing a tax 
which would have the effect of developing industries, even 
though more money may go .into the pockets, of the Gov- 
ernment thereby ? 

A, We thoroughly agree with you. 

18346. Q. You told Sir Manekiee Dadhabhoy that you 
would like the 11 per cent, to remain as long as it is 
necessary for the development of industries. If indusH’ies 
are fully developed you will have no objection to its being 
taken away* 

A, No. 

18347. Q. Now as regards the question of preference you 
know that our people ai*e being treated very badly by the 
South and the East African Governments. 

A, Yes. 

18348. Q. Under these circumstances would you like to 
give any preferential treatment to them ? 

X Patriotically, no. 

18849. Q, I don t think it is industrially going to benefit 
you. 

A, Not in the least. 

Mr, Co^c^’ee — 

.. Motilal, may I trouble you once more 

to . Creation No* 34? Your argument is 
.v. impi^es heavy duties on ebth. So you wish to 

; , ]glaoing on export duty on cotton. 

^ ^ ja no questw^ of retaliationin my inind. 


18351. Q, You say, ‘as a measure of retaliation ' export 
duty may .he imposed’. 

A, I rather mentioned that as a matter of argument. I 
do not want to retaliate. 

18362. Q. You are in favour of an export duty on cotton. 
Aren’t you ? 

A, As we have already said, we are opposed to all expert 
duties in principle. If Government can make out that 
an export duty is necessary, even then ^ our Association 
would consider that it would not be beneficial. 

18353. Q. I thought you were advocating an expoii duty 
on cotton. 

A, No, no. 

18354. Q. You are an expert in textiles. Certain propo- 
sals have been laid before this Committee and I require the 
benefit of your opinion. It is proposed that further protec- 
tion should be given to hosiery, calico printing and cotton 
blankets. Now what is your view as to ^ the advisability of 

S further protection to these paiticular branches of 
I industry ? 

A, I think some protection is necessary for all these 
three comniodities. They are articles which are being 
manufactured here now and they can be easily manufac- 
tured. It is very desirable that these articles should be 
supplied by our own country rather than by others. 

18355. Q, What sort of protection would you require ? 

A, I think we might go by stages. Pirst say 10 per 
cent. 

18356. Q. You mean 10 per cent, extra ? 

A, Yes. If that were found insufiicient you might put 
an additional 10 per cent. 

18357. Q. What has been the effect of the Swadeshi and 
boycott movement on the import of foreign cloths ? 

A, As I said the import of foreign cloth is now prac- 
tically nil, because of various factors other than the Swade- 
shi movement. But from my_ own experience I may say 
that the movement of cloths from the ports of Bombay and 
Calcutta to the interim has been very meagre because of 
the Swadeshi movement. 

18358. Q. Is not that movement itself a form of heavy 
protection ? 

A, But how long can this last ? It is only a sentiment 
and we cannot live on sentiment. 

Mr* Narottam Morarjee — » 

18359. Q, Do you know that within the last few years 
we have been importing very large quantities of piecegoods 
from Japan? 

X Yes. . 

18360. Q. You said in reply to Mr. Ehodes that the 
Japanese dyes are not good. 

A* Yes. I think that dyeing has not been so wel^ 
developed in Japan. 

18361. Q. In 1916-17 we imported from Japan colonred 
goods to the extent" of 219 lakhs of yards, in 1917-18 we 
imported 186 lakhs of yards, in 1918-19, 208 lakhs, in 1919- 
20, 104 lakhs and ' in 1920-21, 160 lakh's. 

X These figures relate to war years and years of 
difficulty ; hut in ordinary times I think perhaps, Japan 
cotton piecegoods of a coloured variety will not stand mneh- 
against Manchester, or Italian or any other countries. 
.That is my opinion. ^ ^ 

18362. Q. What do you think of the Japanese cloth in 
comparison with Indian cloth ? Is it better ? 

A, 1 would say ther^ is little comparison between Indian 
and Japan cloth. 

18363. d* Does your Association import a lot of Am-erioan 
cloth? .... 

A, We do. 

18364. Q. How' do you find it, cheaper or dearer ? *' 

A, It is all a question of exchange. Sometimes America 
has been able to supply very cheap ; sometimes Japan was 
able to supply cheap during these one or two years, because 
the exchange has been fluctuating* In normal times I 
would say that America would he able to supply as cheaply 
as Manchester or Japan, 

President — 

18365, Q, Perhaj^^cheaper too ? 

Aa Why should they sell cheaper ? 
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18366. 1. On merely abstract grounds, and without 
any reference to the special circumstances of a given 
country, I do not consider it advisable to declare any 
preference in the matter of the fiscal policy, which 
I consider should be framed with due regard to all 
the local conditions, as also to the effects of the 
proposed measures in the Tariff Scheme. 

18367. 2. On the assumption, commonly made, but, 
in my opinion, without sufficient foundation, that 
the Indian people cannot be made to take a sufficient 
interest in their public Finance, a Tariff, raising a 
revenue, which would be paid unconsciously, would 
appear to be a more suitable form of taxation than 
the direct taxes, which, like the income-tax, cannot 
but force the tax-payer to take an often inconvenient 
interest in the public affairs of the country. Under 
the existing special conditions of India, with its 
divided finances, and its central Government depen- 
dent principally upon the customs and income-tax 
revenues for its maintenance, the choice between the 
two forms of taxation, in the event of additional 
funds being required for the needs of the Supreme 
Government, will not be made by merely considering 
the intrinsic economic merits of the alternative taxes, 
but rather by taking into account the political factor 
of the relative likely outcry from the different pro- 
vinces. The guess may he hazarded that under such 
a" contingency the Government of India, unless it 
comes to he influenced by considerations radically 
different from those which have hitherto influenced 
its actions is most likely to prefer an increase in 
Customs to meet their revenue needs. Personally, I 
think, from an economic stand-point, an increase in 
the direct taxes would he more advisable, as well as 
more just. Any increase in the direct taxes must 
recojgnise the fact that -the most important signs 
single item of revenue in India,— Land Eevenues, — 
is a form of direct taxation, based upon the complete 
negation of the elementary dictates of justice in its 
absolute disregard of what may be described as the 
minimum of subsistence. The fact that incomes 
from agricultural land are exempted from aU other 
taxes is a benefit to a class' which is in no need of 
such a special concession; in fact this concession, 
obsolete as it is, is purchased at the cost of serious 
injustice to non-agricultural sections of the com- 
munity. A self-governing India would not hesitate 
to abolish this injurious exemption from taxation 
enjoyed by the richest and ablest section of the people 
of this country. But, in so far as any addition to or 
increase im the forms or rates, of the existing direct 
taxes is an attempt to obviate this glaring injustice 
to the poorer portions of the agrarian community, 
there is and can be no question of a real alternative. 
It is only after these discrepancies between the rich 
landlord’s and the poor cultivator’s burdens^ have 
been placed on a footing of greater equality of 
sacrifice, that the Government of India, in search of 
further funds, could really be said to have a choice 
h^ween adding to their customs tariff, or to the 
direct taxes. 

18368. 3. I do not accept the principle of tariffs 
for revenue purposes exclusively. * 

18369. 4. The existing principles of the customs 
i*evenue in India, are under the special circumstances 
of India, economically wasteful and nationally in- 
jurious. 

18370. 5. The existing tariff policy, having been 
framed without any regard to Indian industries, the 
latter cannot, by any stretch of language, be said to 
owe anything to that poH<^. A continuation of that 
policy can only end in a further postponement of the 
industrial regeneration of India. 

18371. 6. Yes, if the tariff is entirely for revenue 
purposes. 

18372. 7. There seems to be no other plausible 
ground, except, indeed, the pressing need for revenue 
dictating such a measure. 

1^73. 8. No, unless the import from abroad 
obtains from a source where the cost of production is 


much below the cost at home and the duty imposed 
is so low as to make it negligible to the importer as 
against the risk of allowing a domestic product a 
footing in the market. 

18374. 9. Yes, such a policy will improve the exist- 
ing industries and introduce new ones for which the 
country is suited increase and diversify employment 
and consequently, add to the wealth and security of 
the countxy. 

18375. 10. In the absence of an up-to-date and 
comprehensive survey of the resources and possibili- 
ties of India, and speaking only with reference to the 
existing data, one must admit that for a consider- 
able time to come, and especially as industry on a 
large scale, with western methods and technique, 
develops in India, she must depend on foreign sup- 
plies of iron and steel goods, machinery and even 
railway stores. 

18376.^ 11. It will not help the development of 
Indian industry to impose import duties indiscrimin- 
ately, though revenue consifleration's, if nllowerl lo be- 
come decisive in such matters, may lead to indis- 
onminate tariff measures. The of 

ydll have to guard especially against this danger, as 
its most important and least perceptible form of 
revenue now remaining will be the customs revenue. 

18377. 12. The principle on which the industry to 
be protected, and, therefore, the foreign imports to 
be taxed on India, should be such as would take 
account of not only the physical suitability and econo- 
mic possibilities of a given industry in a measurable 
time in near future, but also of some special concrete 
advantage, the availability of large supplies of 
raw matenal for the industrv in question within 
the country itself, or for which our people heave 
shown marked aptitude, but in which owing to the 
better mechanical equipment of their competitor’s, 
they have been outdistanced under a regime of free 
competition, with the result that the industry in 
question has become decadent. Shipbuilding is an 
example of the latter type, just as jute and cotton 
may be cited as instances of the former. These last 
mentioned industries have made commendable pro- 
gress despite the policy of fanatical free trade; but 
‘that bv itself is not a sufficient reason to exclude 
them from the benefits of a comprehensive scheme of 
industrial protection in India. In my opinion, any 
industry, the finished product whereof is consumed 
in appreciable quantities in India, and the raw 
material for which is also locally available bnt has to 
he exported partly or wholly for want of adequate 
manufacturing facilities within the country, so that 
ultimately the same raw material returns to the 
country in the shape of the finished article but at 
a jjremendous difference in value due to the added 
charges of manufacturers and a host of other midfile 
men must require protection. The measure and 
extent of such a protection are to be found in the 
following concrete consideration: Assuming that the 
whole of the raw material produced in the country 
should be manufactured in the country at least, or, 
in the alternative, so much at least as would supply 
the whole of the Indian demand for the finished 
product out of that raw material, protection should 
be granted, without being frightened by the fallacv 
of percentage as measured by ad mtorem duties, till 
the whole of that raw material would obtain sufficient 
capital for the required manufacturing facilities. 
And the protection must be continued till the entry 
demand for the finished product of that industry can 
be supplied by indigenous pi-odnetion. 

*In my recent work of Sixty years of Indian 
Finance,” 250 et seq. I have elaborated 
the discussion as to the principle on 
which industries should he selected for 
protection and the extent of that protec- 
tion. The estimated yieH from the 
customs revenue, p. 272 (ibidS), assfumip^g, 
my suggestions were all carried/oji^ Js 
very moderate, aa I have 
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Ignored tlie revenue standpoint, at the Transport Concessions, Special Subsidies, and even 
same time that I have made somewhat in rare cases of absolute prohibition of the import 
excessive allowance for the falling-ofE in of suqji articles except under a special license, 
trade, resulting in a reduction in the yield. 10 ^ Economically speaking, the hand indus- 

See my general conclusion on tries appear to be at a great disadvantage as com- 

the same work I have calculated the TOtal pared to the machine-made goods of a life descrip- 
capital needs for the industrial -^ot an equal amount of labour and capital the 

development of India at 600 crores or hand industry yields a smaller return. It is possible 
rupees or, including agriculture, 1,000 maintain and foster them, not only on the senti- 
crores, p. 271. ' mental plea of the lot of the handicraftsman, or the 

18378. 13. New industries of national importance, still more plausible excuse of artistic excellence and 
commonly called the Key Industries, must be estab- finish which machine-made goods are believed never 
lished at any cost, and by any amount of protection. to possess as compared to handicrafts, but even on 
An instance is found in shipbuilding and its allied the economic plea of better returns thanks^ to the 
trade, shipping. Another may be mentioned in cheaper supply of motive power. Electricity may 
Engineering workshops for making tools and resuscitate what steam power seems to have destroyed, 
machinery. A still another in the making of drugs The provision of an alternative means of livelihood 
and chemicals, and statistical considerations of mere to the large mass of the agricultural population in 
cost in £ s. d. are irrelevant to such cases where the India would constitute a strong and almost un- 
very existence of the nation may be imperilled by the answerable plea^ , in favour of such handicrafts, did, 
neglect of having the necessary plant, or by omitting we all agree that the intensity of mode'rn famines 
to foster the necessary skill, for such primary Indus- is due exclusively to this destruction of the alter- 
tries. Munitions of "War and Ordnance have rtot native occupation by the introduction of machinery, 
been instanced, not because they are of less import- I consider, however, that the intensity of famines is 
ance. The omission must be taken to indicate the to be traced to the Land Eevenue Policy of the 
grounds of hope that the world is returning^ to a Government of India', which, in regions where the 
normal state, in which international wars will be- Permanent Settlement was not accepted, failed to 
come as discredited as they are wasteful and c^^nse- take into account the necessity of exempting a. 
quently preparations for them will not be on such a minimum of subsistance from taxation, and thereby 

iseale of national importance as they have been prevented the agriculturist from amassing that 

hitherto considered. For local wars, particula^’V reserve which would have helped him to tide over 
those of national independence, it would bo absurd an unfavourable season. This is not to he taken as 
to expect that the ruling minority in India wiU of an argument for the universal extension of the 
their own accord, afford facilities which may one day Principle of Permanent Settlement of Land Eevenue 
oust their own pre-ominence. ' ^ with all its attendant difficulties of landlordism and 

New^ industries, which, without being of such irregularities in the distribution of the national 

primary national importance as would demand their dividend, but rather a plea for the radical con- 

establishment at any cost, are yet suitable to lc<*al sideration of the agrarian policy of the Government 

condition, and promise reasonably speaking to be a ^ of India. The economy of large scale or mass pro- 

success within a measurable near future, say the ^ cluction is so obviously great that the maintenance 
lifetime of a generation at most, may also claim of any class of hand-workers in any industry which 

protection, sugar, cotton, jute, oils, whether essential ^ is capable of such large scale production and 

or mineral, metals and mining as "well as metallurgy - standardisation of parts, would be frought with 
are all instances of the kind. ^The measures and*^ grave national disadvantage. For the preservation 
extent of the protection to be given them have ^-Jl^ of hand-workers would demand special measures at 
been indicated above in general, being ^ the cost of the rest of the country. Even admitting 

difference in the relative cost of^ production io^ <^^that the class thus singled out for special attentions 
representative establishment, particular details being ig deserving of it, and that the industry in question, 
necessarily dependent upon the special factors affect- jg one, which owing to the large number of people 
ing the industry in question. concerned, may well be regarded as of national 

18379. 14. The answer to this question is implied^ importance, the fact that such industry is in other 
in the foregoing. In the case of industries^ of* countries worked by machine, and operated under 
national importance, considerations of ability to with- the principle of concentrated large scale production, 
stand foreign competition are either irrelevant, or at would necessarily make the protected hand-workers 
most of secondary importance. In the case of those a source of permanent uneasiness; as one never 
other industries, for which protection has been ^ knows when the degree of protection afforded them 
clain^ed owing to the belief that they have a reason- falls below the margin assumed to exist between the 
able prospect of success as computed in £ s. d, pro- cost to the foreign producer and that to the hand- 
tection may be continued till at least they have come worker within the country. The frequent adjust- 
to supply the whole of the local Indian demand. It ment of measures of special protection, would invite 
may be mentioned here that protection is advocated unfavourable comments and cause invidious com- 
itt India primarily because of the realisation of the parisons. Besides, the great argument for the 
immense loss to the country owing to its demands national effort being concentrated in favour of those 


imnuf actured articles having to be and being 
fact met by foreign producers, in many cases out 
of ratif materials supplied by India herself, and 
wSibh Ihe could very well turn into manufactured 
articles within her political boundari^ ; and not, as 
is the case in many other Countries, because we 
desire to capture foreign markets for our home 
products. The Indian case^ for protection must 
ito^bre , be judged otherwise and on different 
principles. It is, of course, not inconceivable, that 
export ambilions ft.nd those for the conquest of 
foreign market may develop in this as they have 
grown in other <x«mtries. But the contemplation of 
what is at most a remote possibility must hot be 
allowed to diiveri or vitiate the imposition of . a 
proteetiv© tariff at the present moment when India’s 
industrial ambitions are as modest as ihey are 
legitimate, 

J8380. 15. Yes. In such cases a more adequate 
consular service would be the first necessity for ascer- 
taining the exact facts. The me|i>suFes to be adopted 
would of course depend upon the special circum- 
stances of each case of unfair aid thus discovert, and 
they may have to bo a combination of Import Duties^ 


industries which are capable of large scale operation 
is that such industries, bv increasing the division of 
labour, will besides affording more extensive employ- 
ment and thereby ^ relieving the present pressure 
on the soil facilitate the development of the 
neglected branches, of Art and Science, which would 
be not the case if every one was obliged to 
devote his whole time for securing personal neces- ■ 
saries and comforts. If, therefore; &e feand-loom 
industry in India is to be maintained, it had much 
better be maintained bv* arouv action rather than by 
national devices, especially those embodied in the 
fiscal system, and more economically maintained by 
a better devplopmgat of cheaper power resources. 

18382. 1^. Yes, there i$,^ though for the 'movement 
it is not obvious or pressing. In the event of com- 
bination developing in India among capitalist manu- 
facturers so as to operate to the prejudice ^ the 
consumer, the safeguards to be adopted would be ' 
or more of three possible alternatives. Price 
by legislation of executive action under 
lative authority; State or Munioip^ 
the industry threatened with su^ comifeiai^ ; and ' 
co-operative Should in my , 
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opinion be tried first in those industries wMck have 
cilready proved themselves capable of further deve- 
lopment under adequate protection, cotton or 

jute mills, particularly in regions adjacent to the 
sources of supply, and with membership largely of 
*the growers of the raw materials and their immediate 
lioighbours. Modification of the admitted principles 
of sound co-operation and production may be 
demanded for some time, e.p., paid superintendents 
instead of the members themselves doing all the 
work of direction management and control 5 but 
such a modification would neither be unjust nor 
unending. State or municipal operation of industry 
should be tried in those cases where, as in shipbuild- 
ing, the industry, besides being new, at least in its 
inodorn form, is of national importances, and where 
the Government have it in their power to grant 
substantial, though hidden, protection in affording 
a monopoly of coastal tralfio and mail contracts, for 
example. Price Control is to be resorted to only 
in excexitional circumstances. Generally it would not 
i>ro\c successful unless supported by alternative 
supplies under state control. 

iddd3. IS. It is not unlikely. But in that case the 
Company and Partnershiii laws would have to be 
modified on the continental model of requiring a cer- 
tain i)roi>ortioii of the oax)ibai to be of Indian origin, 
and fclio direction and control to bo in Indian hands 
and on del’aulfc certain high licensing dtity having to 
be iiaid. The principle here su gg ested is at the bot- 
tom the law governing Merchant Siiipping in the 
United Kingdom. Firms of single individuals will, 
of course, under such regulations, be still possible 
except in specially protected industries of national 
importance. 

1S384. 19. Koi in immediate future 5 and when 
they do arise they would not be difficult to deal with. 

18385. 20. It is possible that the whole of the import 
duty may be passed on to the consumer in the shape 
of an increase in price. 

18386. 21 , The rise would be temporary, and will 
last only so long as the industry protected has not 
establianed itself, provided that the protected indus- 
try has initially been chosen with sufficient care, and 
with reasonable belief in the prospects of its 
material success witliin a measurable time. 

18387. 22, Yes. But the argument must not be 
twisted to mean that to the protectionist the con- 
sumers’ interests are of no account. The consumers’ 
sacrifice, if necessary, is also ex-hypothesi, temporary. 
Besides, a skilful conduct of protected industries, 
with suitable sateguards in reserve in the shape of 
price control and co-operative or collective produc- 
tion, will always tend to keep the increase within 
reasonable limits, even when the increase in price 
is for a time absolutely unavoidable. 

X8388. 23. Distinctions between necessaries and 
luxuries are not absolutely fundamental in construct- 
ing a protective tariff for the development of a coun- 
try’s industries, though of course, they should not be 
utterly ignored. Under Indian conditions, the 
al^oiute necessaries of life arc not immediately 
likeiy to come under protective tariffs, unless wo 
include Foreign made cloth as among the neces- 
saries. It is, in fact, not an absolute necessary in 
all the variety and richness in which foreign cloth 
is imported in this country. But assuming it to be 
mokf and assuming further that the corresponding 
'liome article is produced under conditions and 
.which will not permit of the price being 
liii^eB|(eictive of the jirotcctive duty, — assumptions 
ii^idh'^are not strictly required by the facts of thi' 
case but may be made to clarify discussion, —tlie 
increase in price cannot he higher than the level of 
the duty imposed. The increase in price during war 
time was far in excess of any protective duty that 
is likely to be required or imposed in this case. If, 
now, in war time foreign cloth was imported and 
domestic cloth consumed notwithstanding the dis- 
proportionately heavy increase in price, the amount 
of hardship resulting from the imposition of protec- 
tive duties in ihis instance can he gathered from 
such an experience, and may be declared to be not 
out of all proportion to the ability to buy. As a 
matter of fact the foreign imports in this country 
are of superior counts, which the Indian mills either 
.doite’A spwalise in for want of the required raw 


material, and the finished goods are for a class for 
whom consideration of necessaries of life being 
rendered dearer by the imposition of proteciiv'e 
duties need not deter the fiscal authority from 
taking in hand the much wider question of a whole- 
sale overhaul of the tariff policy. 

18389. 24. The increase in price would probably be 
covered for the industrial wage-earner an 

increase in wages, especially if the labour organisa- 
tions are sound and solid enough to insist upon anti 
^ obtain an increase whenever the profits of the 
capitalist producers seem to suggest an element ot 
the general duty helping him. In the case of the 
agricultural workers, the increase in price, whenever 
it occurs owing to the protective duties, will at first 
be uncovered except in so far as the new or 
increased industrial facilities, by affording this class 
profitable variety of alternatives in employment, 
improves its economic position and staying power. 
The chance of better price lor the I’tiw iuii lerhi I*, 
produced by him is not utterly to be ignored, thougii 
it is conceivable that the fight for raw materials 
might precipitate a divergence of class mterests. 
But the best antidote against a probable increase 
in prices under a protective regime is the develop- 
ment of co-operative production in industry as wdi 
as in agriculture. Farming in India has at present 
necessarily to be on uneconomic, wasteful principle, 
thanks as much to the Land lleveuuo Foliey, of the 
Government of India, as to the people’s custom ol 
extreme sub-division of ancestral property in land. 
A more vigorous extension of the co-operative 
principle in agriculture is absolutely essential for 
improving the lot of the Indian agriculturist. And, 
if to that is added the further extension of coUec- 
tivo, or co-operative enterprise in industry, 
especially by groups of agriculBurist population, the 
danger from an increase in price level resulting 
from a protective fiscal policy would be negligible. 
As for the middle classes their lot may seem to be the 
hardest, as salaries and . fixed incomes will not 
increase as fast or as much in proportion as the 
pric^ may be expected to increase. The only con- 
solation in this case is that the variety of employ- 
ment created -by new industries, and the consequent 
increase in demand for men of brains for posts oi 
i organisation, supervision, qontrol or direction, will in 
course of time help to obviate this seeming injustice. 
And if this is not sufficient or convincing, the only 
other answer is that after all the middle classes, 
Lc., men of ordinary incomes derived from profes- 
sional activities, salaried employment or fixed invest- 
ment, constitute relatively a very small proportion 
in India; and we would not be justified, out of 
regard to the interests of* this small section of the 
people, to neglect the problem of the nation at large 
18590. 25. It is premature to answer tins question. 
The utmost that can be ventured at present is: if 
the policy of protection is wise in the choice of indus- 
tries and successful in the subsequent development 
of these industries, the foreign trade wdll be altered 
in character, and possibly affected even in magnitude. 
The preponderent position now enjoyed by manu- 
factured goods in the imports Schedule will probably 
be taken by raw materials permitting a greatei 
variety and superior finish in the industries pro 
tected. Foodstuffs will probably remain unaffected, 
but articles of luxury may show an improvement, 
if they are impossible to be produced at home and 
consequently such industries are not protected, at 
the same time that the increasing wealth stimulates 
a greater consumption of luxuries. On the export- 
side food-grains wUl probably continue to be exported 
as hitherto, but i.he raw materials and seeds may 
quite conceivably suffer a decline. On the other 
hand, in proportion as the policy of protection 
succeeds, the export of manufactures would increase. 
Though originally conceived with a view to enable 
Indian industries to gain command of the local 
Indian market, it is not impossible that the success- 
ful industrialism of India might seek more extensive 
markets in neighbouring countries, like Persia and 
Afghanistan, Arabia and the Easteni coast of Afri^, 
and countries further on the eastern side of India. 
I’lie general commercial position of the country wiU 
very probably be much stronger, even from the 
narrow standpoint of international trade with over- 
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seay couniries'. One ‘ very likely consequence of this 
would be a conflict with other industrial powers, 
probably with Japan the earliest, in common Asiatic 
markets. But 1 have no doubt about the issue oi 
the struggle, owing to the greater inherent strengtu 
of Indians resources. Assuming that the foreign 
trade of India is so aifected by the proposed change 
in our j&scal policy, as to make the settlement oi 
our annual trade balance a most difficult question, 

1 would suggest that the part of the balance which 
cannot be paid in goods of gold, should be paid 
in securities being sent to India. It is not absolutely 
necessary, though often possible and always advis- 
able, that goods should pay for goods. There is a 
large amount owed by us. Some 500 crores, which 
with a favourable annual balance of 30 crores — be- 
sides what is absorbed by Home Charges, etc., may 
be paid oft’ in 15 to 20 years. If India's demand for 
previous metals is not to be allowed to affect the 
woxid prices injuriously this policy of exporting 
securities to India deserves serious consideration, 
page 363 of my work above-mentioned. 

18391. 26, As the fundamental principle bn which 
i \vould advocate protection in India is in order to 
obtain command of Indian naarkets for Indian indus- 
tries, I am not very much concerned, at least just at 
present, with the value of a protective tariff as an 
asset in bargaining. I consider such tariffs to be 
objectionable, if constructed with a view^ to afford 
bargaining facilities in international trade agree- 
ments, not only because they would promote undue 
and illegitimate international rivalries, with 
political consequences of a highly undesirable nature, 
but also because such an idea w^ould ignore the only 
justiflcation for protective tariffs, vk.f development 
of a counti*y’s otherwise suitable industries, which 
are yet impossible owning to unrestrained foreign 
competition. Tariff's, as a measure of offence must 
be condemned, both in principle and in practice. 
Without ignoring the fact of their existence, or 
deiirecating their value proved by experience it 
might yet be maintained that tlie country which 
starts lie mm to construct a tariff, as we in India 
would bo doing, and keeps in view the possibility 
of ouo day being able to use this tariff for bargain- 
ing in international trade agreements, would be 
consciously oifendiiig against all the dictates of inter- 
national amity. Free trade is sound economics, in 
m far as the jirineiiile of comparative costs is 
effective. Protection of the kind we advocate only 
aims at securing the freer play for those factors, 
which, by bringing into proper relief the true 
principle of comparative cost, would render freedom 
of exchange more equal and profitable. As such this 
protection can only bo assumed to be a temporary 
measure, though its duration as a set policy for the 
nation may not be determined within the lifetime 
of the generation that commenced it, though even- 
tually factors may appear which might even succeed 
in an indefinite postponement of the end of protec- 
tion. But protection wffiich deliberately starts on 
the frank basis of imitation, not on the recognition 
of the particular needs of the country, and is 
maintained with a view to keep up the false economic 
pre-eminence of the country in international bargain- 
ing, Would be bed politics, bad economics, bad etliics. 

18392. 27 and 28. These have already been answer- 
ed in the foregoing. Without prejudice to measures 
which the special circumstances of a later’ generation 
may render necessary, I would not, frame India’s ; 
first commercial tariff, which is* intended to be pro- 
tective of Indian industries only, with a view to its 
extrinsic value at alter date. Consequently there 
need be no distinction between general and special 
tariffs, nor any need for further detailing than is 
absolutely necessary to safeguard the immediate 
interests of the industries intended to be protected. 

18393. 29. Yes, such an organisation of a perman- 
ent kind would be necessary, thou^ I think, this 
commission would not be going beyond its terms of 
reference if it outlined the industries immediately 
needing protection, and laid down the general prin- 
ciples on which periodical readjustments might be 
made. 

18394. SO. Export duties aie usually, and ri^tly, 
regarded as expedients for revenue. But it may be 
to secure proper supply of raw materials 
for an industry sought to be protected, to charge 


export duty on specific commodities required, for 
domestic manufactures. 

18395. 31. Export duties usually depress the ex- 
port of articles subject to such duties, except in those 
instances where the exporting country has practicaU;^' 
a seller’s monopoly of the taxed article, for whicii 
no effective substitute is available elsewhere, and 
the demand for which is too inelastic to be affected 
by such duties. Jute is an instance in point a‘s far 
as India is concerned, while tea is not a bad second, 
though China is a good rival in that case. Export 
duties in such instances run the risk of having their 
object defeated by the discovery of substitutes for 
the commodity taxed. But the risk is negligible as 
such a discovery is possible by advancement ol 
science which is not materially affected by fiscal 
arrangements. The synthetic dye was discovered, 
though India had always kept her indigo ex|>ort 
free. Hence even while, recognising the theoretical 
danger I am inclined to discount it in practice. ^ 

18396. 32. For securing adequate sui^plies of raw 
materials for a protected industry, the ra-w material 
of which is produced in the country but is liable to 
be exported in the absence of adequate safeguards, 

I would suggest the imposition of such duties. 
Assuming the general principle of legitimate protec- 
tion to be in the first place to those industries, 
which owing to the presence of raw materials within 
the country, and also to the existence of a prett;^ 
regular demand for the finished product of that 
industry, it would be negativing the initial protec- 
tion granted to that industry, if it is allowed to 
be deprived of the one great facility which justified 
the initial grant of special protection to that 
industry. Cotton, jute, oil-seeds, hides and shms 
are all instances of the kind. The conditions oi 
production in the first three cases are such that fehc 
imposition of export duties will not appreciably 
affect the prices for the same, though of course there 
is an arguable possibility that, owing to an arti- 
ficial ciu'tailment of their market, the price will 
unjustly be depressed to the prejudice of the 
producer. There is nothing for it but to consider 
it as a case of the necessary sacrifice which special 
classes must be called upon to undergo in the 
interests of the general public or of the nation 
collectively. The export duty, however, is intended 
not to depress prices, but to secure -raw material. 
Henco in their adjustment it would be necessary to 
exert constant vigilance, so that they may not 
become an engine of exacting a special tribute from 
the producers. They must not be a permanent, but 
rather an extraordinary measure to be employed iu 
jn edetermined circumstances of a specially bad con- 
juncture. Normally the export of these commodities 
would be more profitably regulated for the benefit 
of indigenous manufacturers under a system of 
licenses for export 5 but that would probably not be 
generally welcomed so long as the Indian Govern- 
ment labours under -the well-founded suspicion of 
acting in class, as distinguished from the nations, 
interests of India. In the last-mentioned illustra- 
tion, owing largely to the absence of slaughtering 
animals for • food purposes in this country, the 
production of hides and skins is independent of 
considei^ations of the cost of production, at least in 
proportion to the first three cases. In none of these 
cases the capital invested is so specialised that It 
cannot be diverted by the action of even a small 
export , duty, unless one is inclined to give undue 
prominence to the proverbial conservatism of the 
oriental races. Export duties, originating as a help 
to the general i>olicy of industrial protection by 
fiscal adjustments must, therefore, be regarded as 
exti'aordinary measures to be used only under special 
circumstances which, If not attended to in time, 
might defeat’ the main object of afiCording national 
protection to the national industries. 

18397, 33. Foodstuffs stand on a different footing, 
I%cy are perishable, while, generally speaking, the 
raw materials for industries at least of the kind in- 
stanced 'above are not. Export duty on foodstuffs is 
most probably productive of an unnecessary and un- 
justifiable depression of agricultures in a country. 
They may be advocated, if at all, in the case of 
serious shortage of food in the country, due to faffitHie 
or other such extraordinary reason^ in whidh" base 
perhaps a more effective remedy would bf found in 
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a total prohibition of export, or, if export k allowecl, 
it being allowed under a rigid system licenses. 

18398. 34.^ The consideration of the principles of 
retaliation is foreign to the general argument here 
elaborated,^ as such a consideration would only arisi‘ 
if the Indian protective tariff was meant to enable 
India to have an industrial grip of the foreign 
markets. That not being our aim, taxation of 
Indian manufactures in foreign markets as a measure 
of their self-defence will not justify us in imposing 
an export duty in a spirit of retaliation. 

18399. 35. No. 

18400. 36. Except as a measure of teaching the 
importance of India to some of the British Self-Gov- 
erning colonies which do not admit the Indian’s righi 
to a decent existence in their dominions, no such 
discrimination need he made. Ceylon, though 
technically a Colony, will have to be regarded for 
fiscal purposes as a pvtrt of the Indian Empire, unless 
Ceylon allows itself to be the basis of unfavourabls 
trade operations against India. 

18401. 37. Imperial preference can only be adopt- 
ed by India at the cost of serious economic loss 
herself, atul a highly probable, though entirely un- 
necessary growth of unfavourahle rivalry with such 
countries .as ♦Tapan which are now amongst her hest 
customers. 

18402. 38 to 42 inclusive need no rci:)lies in view 
of the general position defined in the foregoing. 

18403.^ 43 to 83 inclusive require for proper replies 
being given, personal experience of the specific ques- 
tions thereby covered, which I cannot command. 

_1840i. The questionnaire, however, is imperfect in 
two important respects. Assuming that the real 
object of this inquiry is the framing of a comprehen- 
sive scheme for the development of industries in 
India, and not merely the readjustment of tariff 
changes, which cannot always meet the special cir- 
cumstances of each specific case of Rtate aid for indus- 
trial development, the questionnaire might with 
advantage have been extended to include the import- 
- anoe of cheap transport on the development of indus- 
try, and also the reaction of proper credit and ?.h<^rc. 
fore banking facilities for the development of itufus- 
trles. The former is further complicatecl by the fact 


that shipbuilding and railway plant making indus- 
tnes are essential industries in which the mere oon- 
sideration^ of s, d, should not be allowerl to deter- 
mine national effort. Ti^ansport facilities *)nd thei.' 
indispensable accessories must be developed within 
the country at any cost. Grant of special subsidies, 
reservation of the coastal trade, special terms foi* 
mail carriage are among the means that the State 
should adopt to assist capitalist enterprise, it it is 
considered more suitable for introducing Ihis great 
and now decaying industry in India, though 
personally I would prefer that shipbuilding on the 
modern plan and on a large scale which would afford 
all the ’internal economies incidental to mass produc- 
tion should be considered and conducted as collective 
public enterprise, in which case the grant of special 
facilities would be relatively of second rate import- 
ance. Along with construction of sea-going vessels, 
river cr'^’^'t should also be developed to provide, what 
under the conditions of India .seems to be still more 
important, a cheaper means of internal transporf*. 
The railways are costly to construct, costly to 
operate, and costly for the small traflSc lots which 
the Indian cultivator can bring to it. B-iver commu- 
nications have infinite possibilfbies, but thanks to 
the early commitments of the State in Railways, 
and its financial interest in the latter, inland navi- 
gation has been sh.amefnlly neglected in this conntvv 
The other omission is in relation to the credit and 
banking facilities necessary for industrial develop- 
ment. The effect of uncertain exchanges of trade 
depressions is well-known. Organisation of Banking 
in India is still too primitive to admit of its sub- 
stantially assisting the new industrial devriopments 
expected as the result of the recommendations of 
this and the Indian Industrial Commission. The 
conversion of the Presidency Banks into the Imperial 
Bank of India is yet a stage behind the final step 
in which as a State Bank, managed entirely in 
public interest, and controlling all tbe reserves of 
the community, it would specialise in discovering 
and adopting means the more effectively, the more 
economically to afford financial aid to new industries. 
But here the question becomes inter-connected with 
the entire Currency Organisation of India, and as 
such must he left out from the statement. 


Ora^ evidence of Mv* K. T. SHAH, Professor of Eco^ctrfr.g, Bombay Uniyersitv, dated 22nd February 1^22. 


18405. Preddeni, — Q, Mr. , Shah, yon are the Pro- 
fessor of Economies of the Bombay TTniversitv? 

A. Yes. Sir. 

18406. Q. Were you at any time engaged or inter- 
ested in any trade, commence or industry? 

A. I yvas for a year or two engaged in an Engineer- 
ing business. , 

18407, Q. What are yonr general views as regards 
the hest fiscal policy for India? 

A, If you mean in general terms of protection and 
free trade, T am certainly a protectionist. 

18408. P. In answer to Question 4 von say “the 
existing principles of the customs revenue in India, 
are under the special circumstances of India econo- 
mically wasteful and nationally injurious.’’ Will you 
please explain what vou mean by that? 

A. Under the existing principles, customs duties 
are levied purely for revenue purposes without nnr 
intention or deliberate design as to the effects of 
those deities in promoting industries within the coun- 
try. Tn view of the fact that the foreign imported 
material competes on an advantage with the home 
produce 'lud that the home produce has from th'^ 
Stat A policy no adyantage, T consider that a good 
deal of national wealth is wasted in the sense that it 
is being carried away by the foreign producer of the 
articles , which, if the fiscal policy wa.s different we 
enuld save and keen within the country. T therefore 
think that it is economically wasteful. I sav 
it is nationally iniurious in the sense that in the 
absence of such products not being mantifactured 
within the country, we are to a very large extent 
reducing or minimising our scope of varied employ- 
ment. copoeouently intensifying poverty T am con- 
vinced that famines are far more wasteful and in- 
iurious phenomena than it would he if employment 
}n the country was more varied. 


18409. Q. T see your point. But if import duties 
are levied for revenue purposes as they are at pre- 
sent, they do afford certain indirect protection to 
local industries, don’t you think so? 

A, Import duties when they are imposed solely and 
exclusively for purposes of revenue do not take into 
account the difference of the cost of production of the 
foreign producer cud the home producer. The pro- 
tection, therefore, if at all there is any .afforded, is 
unintentional and it can never be made proportionate 
to the actual need. Therefore even assuming that 
the import duty such as it is mav mean certain pro- 
tection, it -will never be commensurate with the 
nctunl need of the industry. 

18410. Q, I understand vour position to he that the 
free trade policy adopted in India is economically 
wasteful and nationally injurious and that the 
revenue duties do uot materially counteract the 
adverse effects of the free trade policy. 

4, Quite so. 

18411. Q. Tu answer to question 18 you say “Tt 
is not unlikely.” You mean that it is likely that 
foreign firms will try to establish themselves behind 
tariff walls if they are raised in India. You sav 
“But in that case the Company and Bartnershin 
laws would have to he modified on the contiuentpl 
model of renuiring a certain nroportion of the capital 
to be of Indian origin, and the direction ?Tid control 
to be in Indian hands and in default certain high 
licensing duty having to he paid. The principle here 
suggested is at the hottom of the law <yoverning Mer- 
chant Shipping in the Bnited Kingdom. Firmf? of 
single individuals will, of course, uuder such regu- 
latious. be still possible except in specially protected 
industries of national importance.” Will you^ please 
explain to us what yon mean hy the continental 
model f Can you <dye us details of "Bie 
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adopted by continental laws naming them, if possible^ 
under which a certain proportion, (and what propor- 
tion) of the capital is required to be local and whether 
direction and control is to be kept in the hands of 
the local people? 

A* I can give two or three specific instances. I am 
not quoting the particular sections of the law under 
which it is done. In 1901 American financiers bought 
out shares to a very large extent of German shipping 
companies. When it came to the knowledge of the 
German Government, fearing that the control and 
management might pass into their hands, they re- 
newed the charter (or probably it was some special 
act incorporating that body) under which distinct 
provisions were laid down in 1902 that a certain ner- 
CGnta<ye of the chi^f manao-erial and directorial officeSi, 
should he reserved for Germans. I am speaking from 
memorv, T think it was more than half. It was also 
res'^lved whenever capital was reouired to be in- 
creased that tbev should issue notice for th^ increase 
of canital to the shareholders. Thev probably chang- 
ed the direetioTi also. Another point was that all 
claims to subsidies or direct encouragement bv the 
Government to that shinning comnanv conld be 
allowed onlv if thev could show that the managerial 
and dip^c'torial nosts as laid down in the law were 
set aside -for G»»rmaii natioupls resident in Germany. 
Then in 1913 there was a bill (T cannot sav whether 
it was passed into law^ introduced in the ’Parlia- 
ment in France restricting the use qf the word 
** French *to trades with a national character, parti- 
cularly in regard to kev industries, in which if at 
!jnv time more than 10 ner cent, of the canital was 
of foreign origin then that iudustiy wa.s to bo de- 
prived of the benefit of the French nrotective laws. 
Tn certain instances, the French Government fre- 
quentlv iuterfered with the ouotation of foreign 
canital. That was with a view to discourage the 
introduction of foreign canital rather than with a 
view tmuodifying the corporation laws. T am point- 
ing this ont to show that if foreign capital even 
when it relates to a foreign industry in a foreign 
countrv is being ouoted on, you are quite sure that 
canital is attracted to your countrv to the preiudiec 
of vonr industry. Governments have internosed to 
prevent onotations in more than one instance on 
account of securities. The third instance T can re- 
call is in 1908 in China, where there. was a national- 
ist agitation against the foreigners They were 
stronglv opnosed to concessions being given to for- 
eiofuers. particularly in the mining industry They 
obiected to the coming of foreigners. Americans, 

. Germans and so on. The Oliinese Government was 
not in a position to take very strong action in the 
matter, but it tried to buy out the foreign conces- 
sionaires and established a new composite manage- 
ment where the technical skill was pi'cvided hv the 
foreigner, usually in salaried position, and the direc- 
torial and managerial business in general was left in 
the hands of the Ohinese. T do not know whether 
that was quite satisfactory in China . hut in the other 
two instances the measures were satisfactory. 

18412. »Sflr ManiiTcjee VaHahTto'if.-^Q. Where could 
T find these? 

A. You will find it in GrunzePs Economic Organisa- 
tion:. T think it was translated in England in 1915. 
You will find this specific instance mentioned there. 

18413. Q, "Where could T find the Partnership Law 
to which you refer? 

A. T think you will find it in Dyce*s Oonfiiet of 
Jjaws and Westlake’s /Private International Law. 

, 184l4. Mr. Mmt. — Q, Was this French bill passed 
into law? 

A. I am not sure. I know that the bill was intro- 
duced. 

18415. 'f(ir Manahjp^ T>adahhay.-^0, Would yoii 
mind sending to our Secretary the references to the 
pages, etc? 

A. In the case of Grunzel, please see page 256 and 
onwards, 

18416. Fresident. — Q, Tji^e books give all the in- 
formation von have given ^ in ybur reply? 

A. On this particular point ves. If you take the 
charter of German Shipping which I referred to yon 
will get much more detailed information about "it. 
T think you will find it in Lloyd TTamburg American, 

18417. Q, I see that von have criticised the ques- 
tionnaire. You call it imperfect in certain respocts. 


If you had referred to the reference to the Commis- 
sion by the Government of India you would have 
realised that the questionnaire is all-comprehensive. 
We are asked to consider and to recommend what the 
fiscal policy should be and what the tarijff policy of 
India should he. We have had some evidence as re- 
gards transport having an indirect bearing. Our idea 
is not purely to develop industries, which matters 
vrere referred to the Industrial Commission. We have 
to consider the fiscal policy for the purpose of secur- 
ing the growth and development of industries by 
means of the tariff. But if you have anything to say 
on the subject of better means of transport as mini- 
mising the necessity of tariff protection, we will hear 
what you have got to say. 

A. I think you will recognise that freight rates 
play a very important part in the trade. 

18418. Q. As having a hearing on the amount of 
protection or bearing on the question whether indus- 
tries can be established without tariff nrotection bv 
means of transport facilities? Tn an indirect wav we 
can consider it. We cannot directly ask about trans- 
port in our questionnaire. Ours b Tariff Commis- 
si on. I am prepared to hear any suggestions that 
you may have to make bearing on the issue before 

A. In tbe matter of transport, particularly in the 
case of a portion of the sea borne trade we can help, 
The actual magnitude of the protection that yon 
give, whether in the shape of specific duties or ad 
valorem duties, can be very effectively concealed, f 
fchink concealment is desirable with n view not to 
arouse iinnecessarv feeling of national nuiinosilv. For 
instance, if goods brought in foreign hotfcoms arc 
charged at 20 per cent, the same goods if imported 
in Indian bottoms could be charged 15 per cent. The 
orWnal aim of granting protection remains, and the 
tariff remains A discrimination is made in favour 
of Indian-owned ships hv this kind of reduction in 
the duty charged on goods brought in Indian vessels. 
The same thing can he done with regard to export, 
in case we lew duties on the export of our mono- 
polies, which the foreigner must pay. T also think 
that it will be a verv good thing if this Commission 
could recommend to Government to pay attention tn 
Indian shins, particnlarlv in the matter of the pur- 
chase of stores. Orders for stores are booked weeks 
and months in advance, and we know that thev will 
he shipped from a ceitain port. I think an Indian 
vessel can very well time its sailings so as to he there 
in proper time for taking the exported goods from 
foreign countries. It is important to Have discrimin- 
atory duties of this nature, with a view to encou>*- 
aging Indian eshinpino'. Otherwise they are h’nhl<^ 
to have trade onlv on one side and we would hare 
our ships returning empty. At the present uitne wc 
have an alternative in the matter of stores which we 
purchase from foreign countries, and we can at least 
arrange to guarantee a certain proportion of flie 
traffic to the Indian vessel. It would only he a 
matter of manipulation T do not know whether T am 
relevant, but T would sav that according to calcul- 
ations that T have made T find that the freight charcf^9?^ 
payable on imports and exports put together .amount 
to three times the pre-war average.- The pre-wsr 
period average the 1914 average was 25 nrores, and 
the -present rate runs to something like 75 crores. 

18419. Q. That is to say, India pays so much in 
freight. 

A. Yes. The pre-war rate worked out at between 
20 and 25 crores. To-dav it would work ont at some- 
ihing like 75 crores. Taking the last quarter of 1921 
the freights would work out at 76 crores on the traffic 
% of 1921. T think that is a very important item of 
national wealth, and in my opinion this Commission 
would be verv relevant if it drew the attention of 
Government to thia point. 

18420. Q. As regard.^ your specific suggestion of 
differentiating duties 'between foreign and Indian- 
owned ships, can von give us any instance of any 
other country which has adopted that policy? 

A. There is the classic instance of England before 
tbe 'N'avigaticn Law? were repealed. The whole of 
the English Mercantile Marine was built up' on these 
lines. * t ' ^ ! 

* 18421. Q, By differential dnties? 

A. Yes. Buties yhnning to prohibition even. At 
the present time Japan is making that distinction. 



An indirect distinction is to be found in the German 
shipping business before the war. 

18422. Mr, Narottam Morarji.---Q, To pursue this 
point a little further what do you think of the re- 
bate system, the rebate given by the shipping com- 
panies, Suppose you ship goods by n Certain steam- 
ship’s line you get a rebate. TiHiat do yon think of 
that system? 

A, So far as I understand you tie the customer to 
the shipper. The customer who wants to leave a. 
shipper with whom he is habitually dealing i iins the 
risk of losing the rebate that he may hnve earned. 

18428. Q, Do you know that in Sin^j:apore steam- 
ship corauanies which pay rebates are not allowed to 
unload their goods? 

A. T do not know. 

18424. Q, In answer to question 15 you say Tn 
such cases a more adequate consular service would be 
the first ^necessity for ascertaining the exact facts.” 
How would vou recruit such a service? 

A. 1 would certainly recruit that service from 
Indian graduates, preferably men with some know- 
led o*e of economics. 

18425. Q, As reojards your answer to question 18 
what is your opinion about a graduated corporation 
tax to be charged on foreigners who establish their 
factories here? 

A, I tliiiik it may be possible to work graduated 
taxes so as to discourage foreign capital entering 
industries which we desire to protect and from w^hich 
we desire to exclude foreign capital, provided that 
the ffradnation is sharp enough, 

18426. Q. In your answer to question 30, you sav 
'' Export duties are usually, and rightly, regarded 
as expedients for revenue. But it mav he necessary, 
to secure proper supr>lv of raw materials for an indus- 
try sought to be protected, to charge export duty cn 
specific commodities required for domestic manu- 
factures.” What abonb the loss to the producers of 
the raw materials? 

A, I should say that if it is to be borne, it must 
be borne. But I think that if you lay down your 
export duties in such a wav as to be chargeable only 
if the price exceeds a certain given figure, it would 
iiot necessarily involve loss to the producer, iust as 
they used to have duties on corn in England to be 
imposed only if a certain figure had been reached. 
Tn the years when production was so small that prices 
would rise irrespective of anything the duty would 
not much matter. If on the other hand production 
was ample prices would go down. If you fix a normal 
r»oint in price below which :^u should not charge the 
duty. I do not think the producer will suffer. 

18427, Mr. Coyaiee.--Q, Mr. Shah, it gives me 
great pleasure to discuss these topics with a brother 
of the Cross, if I may say. ^Tn the last sentence of 
your second ansy^er you observe ”It is only after 
these discrepancies between the rich landlord’s and 
the poon cultivator’s burdens have been placed on a 
footing of grent<^r equality of sacrifice, that the Gov- 
ernment of India, in search of further funds, could 
really be said to have a choice between adding to 
their customs tariff, or to the direct taxes.” Is it 
the implication that there are some resources of 
direct taxation (from big zemindar for Example) to 
tap yet? 

A. Yes, I have made it clear. 

18428. Q, I would like to discuss with you a couple 
nf principles of protection which you have laid down. 
In your answer ISTo. 12 you observe that protection 
should be granted without being frightened bv the 
fallacy of percentage an measured by ad valorem 
duties till the whole of that raw material would 
obtain sufficient capital for the required manufactur- 
ing facilities.’ How we are exporting raw materials 
which come back to us in the shape of manufactured 
products. We should have to levy import duties , 
sufficiently heavy in order that we may produce them 
in the country. Now we are exporting a lot of iron 
and other materials from India and importing 
machinery. Would it not be a corollary of your prin- 
ciple that we should put heavy duties on foreign and 
machinery? 

A. That would h© an jexception. My idea is that 
^ou should impose duties on that raw material which 
is available in the country and for which enough 
manufactures are established to^ give us finished pro- 
ducts of the type that wc are importing* 


18429. Q. You would look io the stage of prepara- 
tion of manufactures and de\T]opmeTit ? 

A. Certainly. 

18430. Q. There is another principle of protection 
which you have laid down. In answej* to question 13 
in your third paragraph you say The measures 
and extent of the protection fco bo given them have 
all been indicated above in general, being tlie full 
difference in the relative cost of production to a 
representative establishment, particular details being 
necessarily dependent upon the special factors affect- 
ing the industry in question.” Here you accept the 
principle of protection called equalisation of the 
cost of production,” But you know the criticisms of 
that principle. It will stop all foreign trade because 
whenever protection is levied we put a corresponding 
import duty. 

A> I am not^ frightened about the foreign trade 
slopping. Foreign trade is of great importance to 
a countrv which is dependent for essentials on foreign 
trade. But to a country which i.s not necessarily 
dependent on foreign trade for essentials, foreign 
trade is immaterial, 

18431. Q, You say that foreign h‘ade should be 
regulated whether under free trade or whether nndei 
pi’otection on lines of compar,ntive .advantag;©, and 
the principle of equalisation of ihe cost of produc- 
i-ion would lay the«»hxe at the root of the principle. 

4. Your foreign trade, spe.d<ing generally, would 
alter in character. It would not he utterly des- 
troyed. Instead of, as we have been tlolni*:, only 
importing manufactnros and oxpmtjng raw materials, 
we should probably be exporting manufactures and 
importing raw materials, and inste.acl of the bulk of 
our trade being with such advanced c:ountrie.s as 
England and Gexunany we should probably hove our 
chief trade with Africa, the Siraits f^ettlements and 
on. Your direction would alter, T do not think 
that it would necessarily follow from thi.s that the 
whole of our foreign trade would go. 

18432. Q. Just for theory’s sake, why not put a 
duty on that raw material which goes to Africa also 
seeing that onr cost of production is greater than the 
African’s ? 

.4. The raw material would also be divisible in 
quality. You may require a raw material for improv- 
ing some industry which yoti have already in ©xis- 
icnce. 

18433. Q. You mean that there would be exceptions 
to this principle? 

A, Certainly. It would be n matter of working 
out tho actxial tariffs. 

18434. Q. Coming to qiicsfcinn 16 the last sentence 
of your answer says ”Tf, therefore the hnndloom 
industry in India is to be maintained, it had much 
better be maintained by group action rather than by 
national devices, especially those embodied in the 
fiscal system, and more economically maintained bv 
a better development of cheaper power resources.” 
You think there is a big future for the hnndloom 
induRtr.v ? 

, A. I have explained that the hnndloom indnstrv 
is ns an alternative employmeTif for the people of 
this country normally engaged in other industries. 
Economically speaking it is not profitable. For an 
equal amount of labour and capital the hand indus- 
try yields a smaller return. It is possible to retain 
it on the economic plea of profit only if you can 
supply cheap power, say electricity. If you supply 
cheap power and bring it on ihe same footing as 
other large scale operations it mav bc> profitable. I 
however have said at the end of my answer that 
I would rather work it by co-operative device.s than 
be dependent upon the granting of protection, 

18435. Q, You mean to say that there are several 
methods of helping the handloom industiw, co-opera- 
tion and organisation, electric power. Given these 
it would be made efficient, 

A. It could be mad© efficient. But my point is 
that of giving subsidiary occupation for people en- 
gaged normally in other industries. 

1S436. Q, In designing your protection yon must 
take into account the handloom industry as also tlu^ 
mill industry. 

A. I would leather strive for the efficiency and deve- 
lonment of that industr.y by co-operation and elec- 
trioitv rather than by protection. 

18437. Q. Why. ' 
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A* Beoaufte I am convinced tliat it is the best. I 
am not considering it as a subsidiary industry. The 
same protection which you give to the mill industry 
would apply to it automatically. I only state that 
you must not design your protection on the basis of 
the cost of production of the handloom industry. In 
designing your tariff you must take the mill indus- 
try as your basis. You must design your tariff to 
develop the mill industry and not tbe handloom 
industry. 

18438. Q, A view has been put before this Com- 
mission » and I beg to submit it for your opinion. It 
has been argued that if a fairly heavy duty is levied 
on foreign piecegoods then a small excise duty can 
be levied on mill made cloths in order to help tbe 
handloom industry^ because the cotton mills receive 
a large amount of protection and a little internal 
adiustm^^nb might be made in favour of tbe ban*^- 
loom industry. What is your ‘opinion regarding this 
kind of argument? 

A. It nre-suoBOses that the protection given to the 
mill nroduct is so large as to leave a margin large 
enono^h to allow you to make a discrimination . Am 
T rivH? 

18439. The import duty is above the necessary 
protective margin. 

A. On that assnmntioii I have no objection at nil 
to such a dipcrimination. 

18440. Q. Then in your answer No. 94 you suggesf. 
**The cbnnce of better prices for tbe raw material 
nrodnced^bv him is not utterlv to be ignored, though 
it is concetvnble that the fight for raw materials 
mioht precipitate a divergence of class interests.’’ 
Would not that divergence be accelerated if exnort 
dnties were put on the nroducts of the agrarians? 

A. T have exnlained that the export duty on raw 
materials reonired for an industi'y should be levied 
after a certain T>rice guarantee in practice has been 
given. You should lew or graduate your export dutv 
in such a way that after the prices give you a level 
pro-determined, the export duty will come into 
operation. 

18441. 0, You also observe mirsuing the same 
thought in paragranh 32. '^They (expoi't dntiesl 
must not be nermanent. but rather an extraordiiiatv 
measure to be emnloved in pre-determined ciron.n- 
stances of a sneclallv bsd conjuncture that is to soy 
the exnort dutv should be employed only under verv 
excentlonal circumstances. 

4. Yes. 

18442. 0, And siwilarlv in the next paragraph yon 
observe that export duties on food grains may he 
advocated if at all in tbe case of a serious shortage 
of food. That too would be an exceptional policy. 

4* A vorv exceptional policy. 

18443. Mr» Reahamri Tyer.--Q. T want to tg,ke von 
a little further upon the question of handloom indu*?- 
irv. Ttr ha <5 been nut to us that the 34 per cent, 
excise dutv tinon the cotton goods manufactured hv 
the mills has had the effect of stimulating the hand- 
loom industry, and that if it is removed, the hand- 
loom industry is likely to suffer. Of course this ex- 
cise duty has its immoral side ns it is a countervail- 
ing dutv but so far as it helped the handloom indus- 
try. it has been recommended as a good one What 
is vour opinion upon that matter? 

A. fipqaking onlv of its discriTninatorv effect upon 
tbe bfttidloom industry, T should say that it would 
certainly benefit to that extent. 

18444. Q, Now if the % per cent, excise duty is 
remov'^d, would it not effect the handloom ihdnstrv? 

A* To the extent that it used to be giving encour- 
agement to the handloom tndusirv. it wonld certain^ 
Iv have a bad effect but T should like to d:raw your 
attention to this that apart from tbe value of this 
fiscal measure, there is the efficaev of the sentiment 
now in favour of the. handloom industry and it is 
vf^rv difficult to measure in a concrete wav what value 
that sentiment has but every one of us knows that it 
•s encouraging very rapidly. Whether it is likely to 
he permanent or temporary T am not prepared to 
sav. At the present time by far and awav the largest 
protection or assistance is given to the handloom 
industry by national sentiment. 

18445, Q. T know that national sentiment is not 
a que.stinn of rupees, annas and pies and it might to 
a certain extent have the effect of making people pur- 


chase hand made things, but if the Si per cent, ex- 
cise duty is removed, would it not have a seriouM 
effect upon the handloom industry? 

A. That would depend very much upon what is the 
actual protection that the mill industi'y is receiving 
from the tariff and to what extent the 3.1 per cent, 
excise duty ’ is really encouraging the handloom 
industry. 

18446. Q, At present import duty is 11 per cent, 
on cotton goods. Suppose you raise the duty to 15 
per cent., would you then recommend the removal of 
the 3i per cent, excise duty? 

A. As I answered Mr. Coyajee, T would rather see 
whether the 15 per cent, duty affords anything above 
the necessary margin of protection . Personally T 
would keep up the excise duty in favour of the hand- 
loom industry, but that would depend how far this 
duty is really actual protection and over and above 
the actual protection. 

18447. <?. There is only one question more about 
the handloom industry. You know that there is po 
duty upon finer counts of yarn imported from out- 
side and if a duty is imposed upon it which is being 
largely utilised bv the handloom weavers, would it 
not have -a bad effect upon the handloom weavers? 

A. In so far as you would regard yarn as a sort of 
raw material for the purpose of the industry, I would 
lump it with the general idea of all raw materials noi- 
being taxed. 

18418. <?. I quite follow vour answer to question 2, 
•SO far as the permanent landholders are concerned. 
\ further direct taxation on them would not be pre- 
indicial to them and would be beneficial to the coun- 
try. I am not concerned with the kind of landlords 
whose agricultural produce is capnhTe of furthc!* 
taxation. 

A. The question is between direct and indirect 
taxation and mv meaning is this. As the land 
revenue is framed here, the raivats or the small men 
with whom Govei'ument deals dfrectlv are not treated 
ip the same way a.s, let us say, professional men or 
business men in cities are treated in the case of 
income-tax. In tbe case of an income-tax vou hare 
an exemption in the nature of a minimum subsistence 
allowance which is free from taxation. In the case 
of land revenue for the smaller men you have no such 
exemption being given. Whether that income is 
sufficient for the maintenance oF their familie.s dr 
not, their income is taved in the manner prescribed 
bv the Land T?.evenue Code of each province: As it 
works, the permanent settlement haAu'ng been estab- 
lished a good many years ago and land having since 
improved in value over which the Government levies 
no tax at all, ar^ricultnral income being free from 
other taxation. T maintain that inequality arises 
fberefrom. I j 

18449 0. Onite so. T leave out the permanent 
landholders. T w^nt you to confine vour attention- 
to raiyatw.ari landholders. T take it that your prin- 
ciple wotild he this. Yon would like to subject the 
income of the I'aiyatwari landholdei's to an income- 
tax. that is to say, on the sum which is left after 
p/avine- the land revenue. 

4 . Onite so. 

18450. Q. Again yon wonld take the income only 
when H exceeds Rs. 2,000. 

4, -Yes. 

18451. Q, If the income is less than Ils. 2,000 you 
would not subject his income to a further tax^ion. 

A. Precisely. 

18452, Q: You are a student of History and you 
know that this svstem has been in vogue since^ the 
days' of Akbar. When he introduced the land taxa- 
lion, he distinctly stated that as he was introducing 
heavy taxation upon land, there ehould be no further 
taxation upon it, 

A. My answer to that would he that we are not 
fixed to the particular time of Akbar. We must 
fudge our own time by our own conditions. You have 
to take into account two considerations. On the one 
hand is thte relative treatment between different 
classes, the business and professional men on tbe one 
hand and the agriculturi^s on the other: You tare ' 
to see whether or not as between these, two 
vrou bave any discrimination to the prejudice of ’ hue 
>r the other. On the other hand yon have to con- 



bicler ul&o whether the income in questioxi, the wealth 
Hi queytion is paying any tax at all. 

18453. Q, That must be the primary consideration. 

A. Under the raiyatwari’ system a landowner with . 
a fairly iai'ge income is paying his dues fixed under 
the settlement for 30 years and therefore is free from 
all other taxes or charges, which the income-tax 
payer is every year liable to. I submit that there is 
a practical injustice. The income-tax payer does not 
know what he would have to pay next year. 

18454, y. Take the case ot a landlord who owns 
1,000 acres. If he were to be in Madinas, he will 
have to pay Rs. 18,000 land tax. You want that in 
addition to this, he must pay a further income-tax. 

A. 1 should first like to find out what be his total 
income. 

. 18455. Q. He will get about Es. 15 per acre -which 
would be a net. income for hini. The landowner gets 
less than the Government. Therefore the man, who 
has 1,000 aci'es would get a net income ol Es. 15,00u 
and he has paid already Es. 18,000 to Government 
land revenue and you want to subject his net income 
of Es. 15,000 to a furihoj- tax. Do you think that ii 
js fair^-^ 

*d. 1 would say it this way. As incomes grow, the 
burden of sacrifice becomes smaller to a higher in- 
come, tliat is the principle of all our graduated taxa- 
tion. The income is more, tiie tax is higher but the 
sacrifice involved is less. If his income of Es, 15,000 
IS taxed at the rate at which other incomes are taxed, 
th© sacrifice would be nothing very great, particular^ 
as that income is what 1 would call an unearned in- 
come. . It is not an earned income in the sense in 
which th© professional men’s income is. The land 
goes on earning whether the landlord is idle or not. 
J’hat is the consideration which 1 would submit to 
you. 

1S456. y. His gross earning from th© land is 
Es, 33,000 of wiiich the landowner has paid 
Es. 18,000 to Government as land revenue. You ask 
him to pay about Es. 3,000 as income-tax. The re- 
sult of it would be that out of a gross earning of 
Es- 33,000, he would be paying taxes amounting to 
Es. 21,000, leaving a balance of Es. 12,000 for him- 
self. Take the mill industry, or any other industry. 
Can you give another instance of a man, who earns 
a gross income of Bs. 33,000 having to pay Es. 21,000 
by way of taxes? 1 am a landholder myself. 

A, I quit© understand that. My point is entirely 
different, which is exemption for those smaller men. 

18457. Q. That is no answer to my question. 

Mr, y.— 1 take it, Professor Shah, in 

reference to the last question which Mr. Seshagiri 
Iyer asked you, that you hold the view that the land- 
owmers have not earned th© income. 

A, If they are not cultivators themselves, they 
don’t- 

18458. y. I take it that that is your argument, 

A, Ye^ 

18450. y, 1 am rather interested in your remarks 
made in reply to question 24. I have noted them 
myself. On page 3 of your written statement you 
say “Farming in India has at present necessarily 
to be on uneeonomk*, wasteful principle, thanks as 
much to the Land Eevonue Policy of the Government 
ot‘ India as to the poo£>l©’s custom of extreme sub- 
division of Mxioestnii property in land.*’ We had a 
discussion with another distinguished economist Pro- 
fessor Hamilton oii this subject in Calcutta and you 
seem to agree that part of the poverty is due to this 
subdivision of dand and lo what yon call a bad re- 
venue policy. In respect of the land revenue policy, 
do you hold that it is bad, that w’o don’t charge in- 
come and that tho land revenue should bo actually 

increased. ^ ^ r 

A. T have said that it is bad for two reasons, lu 
the firoi place, it does not take any account of th© 
J>are minimum level of subsistence and land revenue 
is charged irrespective of that. If that is removea 
then on© very serious criticism would be removed. 
Then in tho second place both for revenue and 
leasons of equity tho removal of that defect will have 
to be counter-balanced by a further imposition ot 
duties more on the nature of inbome-to. 

18460. y. Well, as regards the subdivision of land 
is there any remedy you can suggest which will pre- 
vent the economic waate? 


A. i cun suggest two remedies, ifou can lia\o a 
.system of pre-emption. We have no such thing as 
primogeniture. You can introduce voluntary permis- 
■idve legislation to that effect. I w^'ould personally 
suggest that the remedy k voluntary settlement and 
therefore cultivation of land on the village system the 
village holding generally collectively the allocation of 
the task of tlie cultivation and so on by the village 
authorities themselves; practically a village republio 
of its own, which would make the cultivation far more 
profitable than it is to-day. Pre-emption is the easiest 
way least open to immediate criticism but this is in 
my opinion the most efficient, 

18461. Q. Professor Hamilton had an idea that if 
we raised the land revenue, taking into consideration 
the question of marginal lands which would have to be 
treated separately, there would be fewer people at- 
tempting to live on the land and they would be wealthy. 
At the present moment he is of opinion that too many 
people are trying to live on a given acre. Is that your 
view? 

A. I think that the pressure on the soil as I have 
put it is really very high, 

18462. Q, Would the industrial development of India 
stop that pressure on the soil or would the rate of 
population increase as fast as it is removed to the cities 
up to the pressure point? 

A. I am not prepared to answer that question, i 
am inclined to say that taking our social conditions as 
they^ are ^d also our hygienic conditions the diversi- 
fication of employment caused by more rapid growth 
of industries will at least immediately result in a 
lowering of the pressure on the soil. 

18463. Q, Would you regard it as permanent? 

A. That depends upon how far with the progress of 
industries which I take it would also have to go hand 
m hand with education, the perception of one’s respon- 
sibility in the size of families begins to dawn upon 
people. I do not know whether you are driving at 
that. 

18464. Q, I am not driving at anything bub I only 
want to get the information. You look upon the estab- 
lishment of industries as having two effects, first the 
material prosperity and second, the educative effect 
on the people. 

A. Yes. 


18465. Q, Now coming to the fascinating subject of 
Indian Mercantile Marine, you have advocated differ- 
(mtial duties which I take it are intended rather to 
allow the Indian Merchant ships to complete, in other 
Nvords, the cost would fall on the consumer. 

A. Yes. 

18466. Q, In order to build up the trade, you are 
prepared to increase the cost to the consumer. ^ 

A. That sacrifice must be made. If you give me 
a concrete instance, I might perhaps be better able to 
make my meaning more clear. 

18467. Q, Take the case of mAohia&iq and stores 
which have to be imported for th© use of industrialists- 

A. 1 would frame the tariff in such a way that ^ 
iiccessories to industries sought to be protected will 
certaMy not be made themselves liable to |>roteotive 
(luMes. If therefor© in the case of the machinery you 
are speaking of, it has to pay an import duty, the 
iliscrimination shown in favour of the Indian shipping 
line would be very, very small. 

18468. Q, You would in that way be putting a duty 
*a the imported machinery. Even if you admitted it 
iraa, the very fact that you disoriminato would raise 
ihe cost to the consumer. 

A. If we admitted machinery free, there would not 
be any discrimination, unless you give subsistence 
freight for bringing that particular kind of traffic. 

18469. Q, Even if you admitted free, you are, by 
bolstering up the Indian Mercantile Marine, penalising 
the country to that extent. 

A. How, in what way? . . m 

18470. Q, You are increasing the cost by raismg the 


freight. 

A. I am not able to see how we raise 


the freight 


18471. Q, If you don’t raise the freight charge, now 
is the Indiaa shipping going to he benefitted? 

A. It takes the competitive freight as it 
business should go to it cm that ocanparative fr^ht 
and we nMka disorimination only in the go^ being 
imported or taken out of Indian ports. It would 



Ulci'efoi’B be a means o£ direetmg traliie to iixe iudian 
siii|;>pmg lino rather rhaii manipulating irjjights in 
in lavour o£ Indian shipping. 

18d73. (y, lltiy i taise an illustration'? You have 
hundred rupees worth oi goods coming out. These 
goods would cost Its. 115 it imported in a German^ 
ship and Bs. 110 if imported in an Indian ship, is that 
so? 

a. 1 will put it this way. The export value of the 
goods is Bs. 100. Then there is the freight of Bs. 20 
and this comes to Bs. 120. According to my sugges- 
tion it Mould come to this. A 15 per cent, duty is, 
lot ’us suiipose leviable on the goods imported. When 
the goods reached the Indian harbour, they would cost 
Bs« lOB, but if they were borne in an Indian bottom, 
it would be only Bs. 13y. So, we don’t meddle with 
tiie freight. 

18473. Q, The Indian ship will be able to raise the 
freight to Its. 26. 

A, The Indian ship Mouldy have to take the business 
at the competitive rate. My point is that the Indian 
ship would not meddle with tie freight but owing to 
the fact that in the earlier stages it will not be possible 
for it to work on the same economical lines as older 
established companies with a larger freight would, it 
would, with this advantage, probably bo able to attract 
more business, that is, more a help in competition than 
a weapon of meddling with the freight. 

18474. Q. But on the figures you have given me it 
appears to raise the freight from Bs. 20 to ^5.' 

A. if you assume that the Indian shipping line is 
working economicaily on the same level with the ihies 
with which it is competing. 

18475. Q, I say if you charge Bs. 25 as freight, the 
cost of the goods being Bs. 100, it would come to 
Es. 126, and then a lower duty is imposed with the 
result the price of the goods carried in an Indian 
bottom would be the same as the price of the goods 
imported in a German ship. 

A. I will explain in this way. We have agreed 
that the exportation value of the goods is Bs. 100. 
Hobody is going to meddle so far. “We will assume the 
freight charge will be Bs. 20, thus it comes to Bs. 120. 
Now the point I mention is that the duty if brought 
in^^a German or other foreign ship on this w'ould be 
Es. 18 and if brought by an Indian company the duty 
would be Bs. 15. If the Indian ship is able to raise, 
your suggestion, I take it, is that the Indian ship is 
in a position to charge Bs. 23. 

18476, Q, The Indian Ship w’ould charge Bs. 23, if 
it is not working so economically. 

A. The mtson de^efre of this discrimination is that 
it is not able to work so economically. 

18477. <3. That would be raising the freight charge. 
A. Preight charge is outside the power of Govern- 
ment. 

18478. Q. The Indian ship would charge up to 
Bs, 28. 

Ar We ate discussing the manipulation not of freight 
but of duty. The Indian shipping company will not 
be able to w^ork so economically as other older com- 
panies and when the Indian shipping line is not work- 
mg <m that efScieinoy, you are giving this protection 
80 that it should be able to compete with others at the 
existing rate of freight and devdop its business. 

»18479. Q. You suggest that all Government stores 
should come out by these Indian ships., I, suppose 
these stores . would be collected in X^ondon or in some 
other port, but have you realised that if these spend 
a month collecting cargoes it would be a loss to the 
company of some lakhs, in interest alone. 

A. I assumed that it would be possible to purchase 
stores md ship on a given date. 

You cannot get the whole shipload of 
stores^ at the same time. 

A. Never, not even in the matter of railwaY plants? 
18481. Q, No. ^ 

A. I am^ not in a position to say definitely by prao- 
tical experience what delay would be caused. 

18482. Q. I would just point out that it would cost 
Bs. 3 lakhs of rupees. 

A. I w'ould accept that figure. 

18483. < 3 , There is another objection. As far as I 
can see a steamer collect cargoes very carefully so 
that •'if possible it absolutely fills the steamer when it 
is loaded down to the point which is permissible under 
Lloyd's rules but if you load a lot of heavy machinery 
it cannot do that and it would only earn about half 


the freight of the German or ether foreign ship which 
is hoe to take any cargo. 

A. That would be an argument for altering j'our 
water line or changing your Merchant Shipping Act, i£ 
you feel that it would not allow you to load the ship 
properly, 'Would it not? * 

18484. Q, I don’t think that it would be. When you 
talk about an Indian line, do you mean that it should 
be manned by Indian officers necessarily? 

A. In the first instance not by Indians. 

18485. <3* It should be Indian capital. 

A. Yes. 

18486. Q, In w’hich you include all public companies 
in India under Indian regulations. 

A, Quite so. 

18487. <3* -AJid naturally you want the shares to be 
held by Indians. 

A. I would certainly want the shares to be held by 
Indians. 

18488. Q. How would you arrange that the shares 
should be held by Indians? 

A, In the instance I gave you about the Hamburg- 
America Line it was laid down. In a key industry of 
this nature it should certainly be required that at least 
the majority of shares, or as much as is necessary to 
enable them to secure a voting majority for changing 
the constitution of the company should be in the hands 
of Indians. 

18489. <3* India, I suppore, produces almost as fine 
sailors as any part of the world; that was proved in 
the war. Has there been any tendency among the 
Indians to take u]> this sort of work? 

A, Not in very large numbers, as far as I can see. 
But I do not know as a fact that Indians are navigating 
coasting vessels on the Western coast, say from Baraohi 
to Goa. These vessels are manned by Indians. 

18490. Mr, T. V, Seshagiri Iyer. — Q. They also 
man the ships from Colombo to Talaimmanar. 

18491. Mr. Rhodes, — Q, I want to know what class 
of Indians they are? 

A. What we call middle-olass people. 

18492. Q. From what district? 

A. Surat district and the coastal districts from Bom- 
bay northwards. On the Western side a great many 
of the native vessels are manned by Indians. 

18493. We have our vessels in Calcutta manned 
by Indians. All our vessels are manned by Indians, 
But they are engaged in river traffic. But what class 
of Indians manage the vessels on this side? 

A. It is relatively the more educated classes that 
are managing the steam vessels. 

18494. Mr, Birla, — Q. I would like you to elaborate 
your answer to question No. 18 in which you mention 
something about foreign capital. I would like to know 
what is your chief objection to foreigners establishing 
industries under protection in this country. 

A, My chief objection is that in all foreign com- 
panies established with the'*help of protection the- 
posts of management and direction will be held by 
foreigners, and the general policy of a business con- 
trolled by foreign capital w'ould not necessarily be to 
Indian national interests. 

18496. Q, What measures would you suggest to put 
your views into effect?* How would you regulate the 
establishment of foreign firms here. 

A. I would first of all make a distinction between 
several industries. As a rule all industries which are 
of national importance should be reserved exclusively 
for Indians. I would put them under my first class. 

18496. Q, What are those industries? 

A. I have prinoip^y in view the shipping industry 
and the banking business. Also industries,^ if we deve- 
lop them — ^for* the manufacture of machinery. But 
shipping and banking' would come first. In the case of 
the shipping and banking firms I would at least re- 
quire 80 per cent, of Indian capital. Then I would 
make a graduated jiifferentiation according to the class 
of industry. The rate would slow down as the industry 
becomes relatively less and less important from the' 
national standpoint. 

18497. Ql Can you give us the name of any country 
where there are such regulations against the foreigners? 

A. Beyond the instances I have given to the BresL' 
dent I oaimot give any. I know that there is ^ 
in Germany definitely laying down restricMoiia ' 

capital subscriptions in companies over and. afeve &e 
special instances I have given.- 
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18198. Mr. R, A, Mant. — $. Mr. Shah, I could not 
quite hear all that you said about the Land Bevenue 
policy of the Government. I understand your criticism 
is based on the analogy of income-tax. You hold that 
the assessment of holdings of land should not be based 
on the land but on the income of the holders. Is that 
your position? 

A, Yes. 

18499. Q. That is rather a misleading analogy. In- 
come-tax and Land Bevenue are not quite analogous. 
You know, for instance, that many authorities hold 
that land revenue is in the nature of rent? 

A. I should say that is not frankly claimed as in the 
nature of rent. Otherwise Government, or whoever so 
claimed it, would have no difficulty in claiming the 
whole margin, which as a matter of fact they do not. 
The economic rent would leave to the farmer nothing 
but the base subsistence. Absolutely the whole of the 
margin left over will be taken away. 

18500. Q, In many provinces the basis of land reve- 
nue is practically rent. 

A. Land Bevenue is only a portion of the rent. In 
certain places the rent is taken by the landlord and 
not the Government. That is the zamindari system 
' where rent fiures. 

18501. Q, You are only referring to the raiyatwari 
provinces. 

A. I am criticising the land revenue policy primarily 
in the raiyatwari districts and secondarily also of the 
permanently settled districts where under the Income- 
Tax Act agricultural incomes are being exempted. 

18502. Q. I am not going into the question of in- 
come-tax. Your criticism, as far as the system is con- 
cerned is confined to the raiyatwari areas? 

A. In so far as it does not allow any exemption for 
a bare minimum of subsistence. 

18503. Q. Turning to your criticism in regard to the 
famines, in which you say that the land revenue policy 
of the Government has intensifled famines. Here also 
you are referring only to raiyatwari areas? 

A, Yes, principally. 

18504. Q, Well, i am afraid I have not sufficient 
time to examine your view fullv and I will leave it 
especially as it is understood that your criticism is 
limited to raiyatwari areas. In your answer to ques- 
tion Ko. 13 you make a very crvptie remark which T 
do not understand. You say “ For local wars, parti- 
cularlv those of national independence, it would be 
absurd to expect that the ruling minority in India will 
of their ^own accord afford facilities which may one dav 
oust their own pre-eminence.” Could you explain 
that? 

A. If vou take it in conjunction with the foregoing 
remarks T think it would be clear. Mv general belief 
is that key industries must be protected at any coat, 
and among key industries, along with several others, 
I have not laid stress on the manufacture of munitions 
d War and ordnance in the belief that the increasing 
sanity of the would would reduce international vrars. 
But you Tuav have internal warfare, 

18505. 0. What do you mean hv internal warfare? 

A, Call it rebellion of the neople against the settled 
Government, In that cfise, T as a practical man would 
argue that it is absurd to expecf. ihe ruling minority to 
give concessions to the manufacturers. 

18506. <?. You mean rebel manufacturers? 

A. When they start they may be loyal but they may 
one dav become rebels. 

18507. Q. T am not sure that X quite grasp your 
meaning. You mean that the Government will not 
flHow .private citizens to manufacture munitions of war 
for fear that they may rebel. 

A. T shall explain myself by means of an analogy. 

18508. Q, I do not* want any analogy. I want a 
direct reply. 

A. You have tbe Krupps in Germany who are manu- 
facturers of this material, and in the event of a divi«don 
between the parties in ihe German Socialist Bepubbc 
they may support one side and opposite the other. Tn 
the case of an internal warfare in India it will be a 
warfare between tbe established Government and that 
portion of ite pleoples as did not accept your policy. 
In that case, when you have such a danger it it absurd 
to expect that the ‘Government would give definite 
encouragement for tbe manufacture of munitions^ of 
war by^^tbe people who may possibly use it against 
them.' 


18509. Q, Putting it in plain English it means that 
the Government would not allow private manufacture 
ot munitions of war by the citizens for fear they may 
one day be turned against them. 

.A. Yes. 

18510. Q, I do not like these cryptic remarks that 

ay have some hidden meaning. I only want it put 
plainly. 

(No answer.) 

18511. Q. In your answer to question No. 32 regard- 
ing export duties you say; “ Normally the export of 
these commodities would be more profitably regulated 
for the benefit of indigenous manufacturers under a 
S 3 ^stem of licenses for export; but that would probably 
not be generally welcomed so long as tlie Indian Gov- 
ernment labourers under the well-founded suspicion of 
acting in class, as distinguished from the national, 
interests of India.” Will you kindly explain what you 
mean by that last remark? 

A. I mean that the Indian Government or the 
authority which is entrusted with the task of issuing 
licenses is generally suspected of a(*ting in the interests 
of the white men. 

18512. Q. You say a well founded suspicion. So, in 
your opinion the suspicion is correct? 

A. It is a suspicion. I do not think well-founded 
means correct. It means there is reason to believe that 
ifc is true. 

18513. Q. Some say it is a well-founded suspicion, 
so you or do you not mean that it is irue. 

A. I mean that there is reason to believe that it is 
true. 

18514. Q. Let us hear the charge. 

A. The charge is if you regulate exports by licenses, 
the grant of licenses would bo entrusted to a definite 
officer appointed for the purpose. There is a general 
suspicion, a well-founded suspicion as I say, that this 
particular officer would act rather in favour of class than 
from the standpoint of the whole interest of the nation 
as a whole. 

18515. Q. From the standpoint of what class? 

A. The Englishman lagainst the Indian, to make the 
deepest and broadest division. 

18516. Q, Why should he favour the Englishman? 
Officer himself might well be an Indian. 

A, If he is an Indian, then there will be proportionate- 
ly less suspicion. 

18517. Q. If be favours the Indian? 

A. Then it means that he. . . 

18518. Q. Leaving aside all that, T want to get it 
from you whether you make this charge: 

A. I mean to say that there is a suspicion and that 
suspicion has good foundation. 

18519. Q. Then you do make the charge? 

A. Yes, in so far "as it is. , 

18520. Q, I do not like io have these innuendoes. 
We want to say what you really mean. 

(No answer). 

18521. Mr, Jamnada^ Dioorhadas. — Q. In answer to 
Mr. Birla’s question you emphasised the point that il 
foreign companies establish themselves in India you 
would provide for the capital, in i*ertam cases 80 per 
cent, of the capital, being Ihdian. Now, do you think 
that if a policy of protection were adopted for the 
purpose of giving an impetus to the establishment of 
industries in India, and if foreign companies come 
here with a view to establish industries under that 
protection, would you not v'elcorne then from this 
point of view: that you will have in your country 
industries which you had not the prospect of having 
before. ^ 

A. I would welcome them, in the sense, as you say, 
of finding new industries rising which otherwise were 
non-existent. Do you <also assume at the same time, as 
I suppose it is implied in your questkn, that Indians are 
not competent or qualified or capable of starting the 
same industries? 

18522. Q. I don’t say at all. But you will admit 
that there are many instances in which in this country 
as well as in many other countries foreigners have^ often 
given an impetus to the establishment of certain in- 
dustries. 

A. Quite so : they have. 

18523. Q. Considering the ad^^antages that this 
country might have in the existence of a new industry, 
where is the danger of it? * 

A. T find danger in two respects. In the first plac^, 
the advantage in the existence of au industry is that It 
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improves national wealth in the shape that it adds to the 
individual income over and above the .accruing of the 
additional utilities of the produce manufactured by that 
industry. In so far as we have had past experience of 
foreign capital starting industries the most important 
portion of the additional wealth created is not for the 
purpose of remaining in India but for draining it away 
abroad. So, even though the starting of industries by 
foreign capital is a desirable thing in the first instance, 
in its ultimate consequences it results in the wealth of 
the country being drained away, while the new addi- 
tional employment given to the Indians is in the 
nature of hewers of wood and drawers of water. My 
idea is that while you should not absolutely prohibit the 
employment of foreign capital, you should at the same 
time tax that capital or regulate the Companies Law so 
as to give a majority of votes to Indians in companies 
employing foreign capital, so that in the event of ques- 
tions of policy arising, they might have a reserve power 
to see that the Indian element and the national interest 
get proper hearing. 

18524. Q. Your desire to safeguard the interests of 
Indians is dus to the suspicion that has arisen from 
your experience in the past? 

A. Quite so. 

18525. Q. How, I want to put to you a question 
which I consider very important. In the past you had 
a G-ovemment in the country which was in no way a 
representative Government. Is it not? 

A. Are you referring to the period covered by the 
British Buie? You are not speaking of the older 
Indian Governments? 

18526, Q. 1 am speaking of the British Government. 
A, Yes. 

18527. Q. But you have now a representative Gov- 
ernment? 

A, Partial. 

18528. Q, You are making an approach* to full res- 
ponsible Government? 

A, Yes, 

18529. Q. Even if foreign companies establish them- 
selves here you will grant that they will have to depend 
'for the successful carrying on of their firms a great 
deal on Indian support in the Indian legislatures. 

if. Yes, so far as it refers to industries in general. 
But with reference to their particular industrv? 

18530. Q. If in any industry considerations of race 
predominate to such an extent as to injure India’s 
interests, don’t you think that our legislatures would 
be able to exercise a check? 

A. That is when the representative institutions are 
fully developed. T am speaking of an immediate con- 
tingency and you are putting to me a rather distant con- 
tingency. 

18581, 0. I maintain that our institutions are fiilly 
represented. 

A, I rather think that even if they are fully represen- 
tative, they have not got constitutionaLpowers directly 
to cheek and control any industry in «a manner that our 
national interests can never be abused. 

18532. Q, That is a point on which T differ. Assum- 
ing that they have got wide powei*s to be able to check 
an,'iHbhing that may he done by the.se foreign companies 
from the point of view of racial considerations, do you . 
think that the danger that you speak of is real or 
uiyeal? 

A. T am trying to safeguard against as possible danger 
which t sav we have had expe.rience of in the past. But 
I am also nreuared to admit that even in oases where we 
had a maiori+v of Indian capital we have had ia sad ex- 
perience in the Past of racial preference being shown to 
the pi ejiidice of Indians. Everybody knows that in Bom- 
hay. 

18533. 0. "What is that due to? 

A. The Indian has not vet overcome the dread of the 
white man and the capitalist class believe that co-opera- 
tion with an En^^liahman or a European would mako sn 
industrv more efficient; so almost all higher salaried 
posts and posts of management are given to Europeans. 

18534, Q. If Indians who are engaged in big indus- 
trial enterprises believe that, it is not the fault of the 
foreigner. It ia either because you have not got suffi- 
cient Indiana to take up those positions or that the 
belief that these industrial people have is ahaolutelv 
false. , « 

It is a negative safeguard that T am insisting upon. 

T am not saying that by thiis kind of siafeguard we could 
fliminate the danger in so far as the danger is reah 


18535. (g. What I mean is this : while you are trying 
to safeguard your interests basing your measures on the 
suspicion that you have, is it not possible that we shall 
' be defeating our own object, namely the industrial 
development of India? 

il. If I can honestly make your assumption I -agree. 
}3ut I do not think so. 

18536. Q. Now, with regard to the point that was 
raised by Mr. Ehodes about your opinion that stores 
should he imported into this country and exported from 
this country in ships owmed by Indian companies, I 
want to clear up your position. I think Mr. Bhodes 
maintained that it would be an additional cost on the 
consumer, if there was any delay in the carrying : 

Mr. Rhodes : That was a question I asked. Professor 
Shah accepted my statement that if there was any delay 
there would be a large loss to the consumer. 

18537. Mr. Jamnadas Dwarhadas. — Q, I want to ask 
you : If protection was given to Indian owned com- 
panies in the matter of carrying stores would it not 
naturally foUow that many Indian owned companies 
would come into existence and competition would be 
set up? * 

A. Yes. 

18538. Q. Don’t you think that that would eliminate 
the danger which Mr. Bhodes anticipates? 

A. It would very probably. 

18539. Sir Manakjee Dadahhoy, — Q. In Mr. Harot- 
tam’s' examination you have referred to graduated cor- 
poration tax. I should like to know if this tax is to be 
imposed on the capital or on the profits? 

A, It would be initially imposed on the capital, if we 
are m.aking a distinction between foreign capital and in- 
digenous capital. It was not my personal suggestion. 
18540. Q, But you approved of it. 

A. I said it would do if you put it on capital! 

18541. Q. Would it be an effective bar to the intro- 
duction of foreign capital? 

A. So far as the graduation is sharp enough. 

18542. Q: You know that India is dependent for the 
consumption of her raw materials on foreign countries. 
Have you considered what effect it would have if the 
foreign countries retaliated? 

A. Yes, I have, I think that in a good many cases 
our raw materials are such essentials that the foreign 
countries are not in a position effectively to retaliate. 

18543. Q. Now, would you go to the extent of having 
no foreign capital at all than to have foreign capital 
without any Indian control? 

A. I would certainly not say that we shall have no 
foreign capital at all, but I would also try and put such 
inducements as we can for Indian capital to come out, 
18544. Q. That is very commendable, but the ques- 
tion is how is it practicable. 

A. In my view it is feasible if we lay our hands on 
such sources as accumulation of charities, trust funds, 
etc. We must amend our law in such a way as to 
permit these trust funds being invested, as you now 
allow them to be invested in railway securities, in such 
securities as the Imperial Bank of India, or such other 
securities as have the imprimatnre of the State upon 
them. 

18eo45. Q. In your definition of foreign capital, do 
you include British capital? 

A. Since our struggle is with British industries, I 
would say so. 

18546. Q. Is your differentiation possible in the pre- 
sent constitution of Government? 

A. Do you mean in the sense of citizenship being 
common ? 

18547. Q. In the sense of common allegiance to the 
King-Emperor? 

A. I think you can make a differention on the basis 
pf domicile. ^ 

18548. Q. You think you can insist on the company 
being floated in this country with a rupee capital and 
make the presence of Indian directors obligatory? 

A. And the officers. 

18549. Q. That is possible? 

A. Yes. 

18550. p. I want you to explain your answer about 
the majority of votes being in Indian hands. Your 
arguhjent may he very saund so far as the .initial stages 
cr the flotation of the company is concerned. But once 
the company is started, how would you retain that 
the majority in Indian hands? 

A. On almost every transfer form we have 
pote that no transfer will he registered 
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approved by the directors. So you can control the 
transfers. 

18551. < 3 . Would you restrict the transfer to Indians? 
Have you considered the effect of it in depreciating 
your scrip ? 

A, I am saying that the industry sought to be so 
protected should be of national importance, and we all 
recognise the importance. 

18552. Q. Then would you extend such a system only 
to industries of national importance? Would you allow 
other industries to be owned indiscriminately? 

A. I would discriminate according to their degree of 
importance as national industries. 

18553. Sir Manakjee Dadabhoy. — Q. That is your 
principle. You would not extent it to all industries? 

A. No. 

18554. Q, You will allow indiscriminate flow of 
foreign capital to all other industries. 

A^ Yes, if they are not of national importance. 

18555. Q. Do you really mean to tell the Commission 


that the 3^- per cent, excise duty does substantially and 
appreciably affect the handloom industry? 

A, Yes, to the extent of 3J per cent, it must en- 
courage it. 

18556. Q. In what way? You don^t think the duty 
on cotton is so great that it at all affects. 

A, 1 have made that assertions assuming there was 
much. Of course I have no particular personal know- 
ledge. 

18557. Mr. Rhodes, — Q, In regard to shipment of 
Government stores, do you want that Government 
should purchase its stores in India or from abroad? 

A. First, I would prefer Government purchasing in 
India. 

18558. Q, Would you prefer Government encouraging 
local industries rather than Indian shipping? 

A. I mean the encouragement of local industries by 
Government buying locally and thus helping them 
should come first. 
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18559. 1. I favour a policy of Protection. 

18560, 2, I consider that Customs Tariff provides a more 
suitable form of taxation for India than direct taxation. If 
fresh taxation were necessary, I would prefer an increase 
in customs rather than an increase in direct taxation. 

18-561. 6. I consider that the existing Tariff policy has 
had a very adverse effect on the development of Indian 
industries. It was only last year that the Tariff was raised 
to 11 per cent. Unless the Tariff is ha&ed on the policy of 
protecting industries, and X3articularly the nascent ones, 
it will he impossible in future to develop industries on a 
large scale. 

18562. 6. I think it will be a gi’eat mistake to impose 
Bxoise duties on the articles manufactured in India simply 
because an Import duty is placed on similar articles, 

18563. 9. In my opinion, the Tariff should he framed 
primarily with the object of fostering Indian industries. 
Under a Protective Tariff, industries would he developed and 
would give more employment to the country. In India, 
where the prosperity of a large number of the population 
depends on the seasonable rainfall and where a baa monsoon 
creates a great deal of distress amongst the poor, a more 
permanent nature of their employment in the industries 
would greatly help them. The experience of all civilized 
countries both in Europe and America is a standing example 
of the prosperity obtained by the Tariff policy. England 
is the only country which has supported Free Trade, 

18564. 10. I am firmly of opinion that, j-iven a chance, 
India will become in time, independent of other countries in 
regard to most of her requirements of manufactured goods. 

18565. 11. 1 would favour the imposition of a general 
protective duty on all imported manufactures. 

18566, 14. I would particularly protect industries which 
are likely after a period to be able to face foreign competition 
without much assistance even if a small continuous assis- 
tance is necessary, I would not care to protect industries 
for which India does not produce raw materials and which 
may require continuous protection on a very large scale. 
In my opinion .protection ox industries does not necessarily 
mean that everything is to be manufactured in India and 
nothing to be imported ; in fact, economically it would be 
better if protection is given to the industries for which 
India is most suitable and has the natural advantages ; of 
course, in any case all the ** key ” industries and such other 
industries which may be necessary in case of war to make 
India self-supporting should be protected. 

18567. 15. Yegj special protection against foreign^ goods 
favoured by such measures as dumping, bounties, subsidies or 
Ti’ansport concessions should be granted. The information 
can easily be secured through our Trade Commissioner or 
the British Consuls, and the best way of affording protection 
is to put additional countervailing duties to the extent of the 
subsidies. In case of dumping which, in most cases, is 
done by the manufacturers themselves and not by the foreign 
Governments, a Bumping Duty on the lines of Canadian 
legislation may he introduced. 

18568. 16. I am in favour of maintaining the cotton 
handloom industry as a cottage industry to give employ- 
ment to the agriculturists and others ’during their leisure 


hours. In my opinion, handloom industry as an industry 
specially started on a large scale to give permanent employ- 
ment will never pay if worked in competition with the 
power loom industry. 

18569. 17. In my opinion, [internal competition amongst 
the protected manufactures will bring down the j)rices to 
a fair level, but in case any Trusts were created, to 
raise the price, Government will have ample powers then to 
deal with such Trusts on the lines of the measures taken 
by the U nited states Government; bat that time is far 
distant and the Government of the day can consider the 
question. 

18570. 18. I think that with a protective policy British 
and foreign industrial firms will endeavour to establish in 
India but in any event they will have to give employment 
to Indian labour ; I would not interfere with such a move- 
ment, provided no special concessions^ are given to these 
foreign firms io exploit the raw materials of India unless 
not less than half the capital in the companies started by 
such linns is Indian and the Company is registered as an 
Indian Kupee Company. 

18571. 19. I do not think that thei’e wilhbe any 'difficulty 
in adjusting any difference of opinion between the interest 
of the manufacturers and the producers of raw materials. 
The decision may be arrived at on the basis of the greatest 
good of the largest number and the general pjrosperity of 
India. 

18572. 20—22. Special protective duty in the early 
stages may result in the rise of price to the consumer but 
ultimately in the industries where India has natural advan- 
tages, the internal competition amongst the manufacturers 
will bring down the level of prices. It cannot be denied 
that a general Protective Tariff may, to a certain extent, 
increase the price, but the effect of this would be counterac- 
ted by the compensating advantages of a general rise in 
wages and the general prosperity of the country as has 
been proved beyond doubt in all countries of Europe and 
America. * 

18573. 23, The principal articles which are necessaries 
of life are foods and clothing both of which India produces 
abundantly and there is not the slightest danger of the 
price of these articles being unduly raised. Articles like 
sugar will, to a certain extent be affected in price but India 
consumes very largely jaggery (yitr) which being a home 
grown product will not be liable to duty. 

18574. 24. In my opinion, the scale of wages for all 
w^orkers will greatly increase. 

18575. 25. The experience of other countries which have 
followed tha policy of Protection has-clearlv shown that 
foreign tracK and the general commercial position and the 
prosperity of the country are not adversel;^ affected. 

18576.' 26. Yes ; I consider that the existence of a Tariff 
would be of great help to India as an instrument of 
bai^aining with other countries. 

Ib577. 27—28. I would reserve the power of giving 
favourable treatment to countries who treat our exports 
favourably and the extent of the favoufable treatment 
would depend upon how far the imports of those countries 
give advantage to our country and therefore, it wbttMte' 
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iieoessaiy to make .our tarifB more detailed than it is at 
pii*6£^iSlat« 

18578. 29. With a protective Tari:ft’ it would naturally 
he necessary to maintain a permanent organization for 
investigating the claims of various industries to protection 
and the periodical adjustment of the tariff rates. 

18579. 30. I do not think that Export duty should be 
levied for the protection of the manufacturers in the country 
but for revenue purposes such duty may be levied when 
necessary on the export of such of the raw materials as 
are the monopolies of India, such as J ute, Tea, etc. 

18580. 31. If the Export duty is levied on commodities 
which are India’s practical monopoly it would pass on natur- 
all;^ to the consumers of the foreign countries but if it is 
levied on articles of Export which are sold in the foreign 
market, ^ in competition with foreign products, there is a 
probability of its being borne by the producers in this 
country. 

18581. 3^. I do not consider it advisable to impose an 
Export duty on raw materials in order to encourage their 
retention in the country either for purposes of manufacture 
or for any other purpose. 

18582. 33. I do not consider it wise to impose an Export 
duty on food-stu€s as it would tend to reduce the 
income of the agriculturists and other producers.^ This 
however does not effect the question of prohibition of 
export of food-stuff s in times of famine or shortage in which 
case prohibition may be justified as a temporary measure. 

18583. 34. I would not consider it advisable to impose 
Exjgort duty, on raw materials in retaliation for Import 
duties imposed by a foreign country on the manufactured 
article. 

Imperial J^reference* 

18684. I should like to qualify my replies under tiiis head 
by the statement that, in my opinion, the policyjof Imperial 
^ Preference would be of great advantage to the Empire 
including India provided the decision as to the extent of the 
Preference to be given should be decided entirely by the 
Lagislatures in India and that there should be no power of 
veto or dictation under law either by the Governor General 
in Council or by the Secretary of State. If such absolute 
power is fiot ^iven to the Indian Legislatures or, in other 
words, if India cannot control her policy of Imperial Prefer- 
ence, it would he dangerous to include Imperial Preference 
in otir Statute Book. In the absence of full control by the 
Indian Legislatures, it would mean dictation by the 
Secretary of State under pressui’e brought by the English 
Manufacturers and the position of India would he very 
precarious.* Subject to the full control by the Indian 
Legislatoes, I am in favour of Imperial Preference to be 
given on the lines adopted by the Self-Governing Colonies. 
The Self-Governing Colonies have the right of withdrawing 
such Preference, and if the policy of Px‘eference is to be 
ado|ited in India, the Indian Legislatures should have a 
similar right. 

186&5. 35—38. On general grounds, I am favourable to 
the idea of Imperial Preference but the extent of the 
Preference will depend upon whether India is putting upa 
high protective tariS or alow one. If a high protective tariff 
is maintained, India may be justified in giving Preference 
to the extent of one-tbird as in the ease of Canada, Austra- 
lia and Ilew Zealand, but if the duties are not very high, 
India should give a rebate of 3 percent, ad valorem as 
in South Africa. I do not think that there would be any 
am’cciable economic loss by following the South African 
poBcy. It must, however, be clearly understood that 
Impexial Preference should only .be given to such of the 


Bombay: 

IS60O. : — You are a member of the Legis- 

lative Assembly? 

18801. Q.— -Do you represent the Millowners’ Associa- 
tion? m 

A,— Yes. 

18602. Q,-— You are interested in cotton and cement 
industries? 

Jt.— Yes, 

18603. ft.— You favour a policy of protection ? 

Al.-— Yes, 

18604* ft.— In answer to Question 5 you say * I 
consider that the existing tariff policy has had a very 
adverse effect on the development of Indian industiies . 
Would you explain what you mean by that? 


Dominions in tbe Empire as are prepared to give the 
Indians the same rights of citizenship as India gives to 
their citizens. 

18586. I do not apprehend any likelihood of serious 
retaliation by foreign countries against India as our chief 
exports are raw materials which the foreign countries require 
for manufacturing purposes and which in most cases are 
admitted by them free and would be continued to be 
admitted free in their own interests. 

18587. 39. So long as the general tariff is high ^ and the 
Preference given is small, .1 would not make any distinction 
between the cases of goods which India hopes in time to 
manufacture mainly or entirely for herself and of goods for 
which India is likely to have to depend on other countries. 

18589. 40 — 42. I do not anticipate that the prices to the 
oonsumeiwould necessarily be raised nor tbe total volume of 
Indian Exports or Imports is likely to diminish appreciably 
by the adoption of a system of Imperial Preference. I 
do not also think that India’s general trade position would 
be injured to any extent by a system of Imperial Prefer- 
ence. . 

18590. 43. I am interested in tbe Cotton and the 
Cement Industries, 

} 8591. 44. In both the cases vm,, the manufacture of 
cottou goods and the manufacture of cement, India has ^ 
great natural advantages as all the i-aw materials are found 
in the country. 

18592. 45. Both industries are essential to the national 
security and the economic prosperity of India. 

18693, 46. 'Ihe organization in both these industries is 
efficient. 

18594. 47. Both these industries have a very large 
market in India. 

18595. 48 — 60. In the case of cotton goods, India has to 
meet a very severe competition from Japan. A full state- 
ment of the position of the Indian cotton industry as 
regards thel competition with foreign manufacturers is 
given in the memorandum submitted by the Bombay 
Millowners’ Association with which I entirely agree and 
I do not wish to lengthen this memorandum by a repe- 
tition of the same. 

38696. As regards cement, Indian manufacturers have 
to meet severe competition from Belgium and Germany, 
chiefly owing to the disorganization of their Exchanges. 
India will produce from this year much more cement than it 
consumes at present and the internal competition will keep 
the price fairly low. It is, therefore, absolutely necessary 
that tbe Indian industry should be immediately protected 
against undue competition from foreign manufacturers, 
and that the maximum tariff permissible by law ‘should he 
levied against cement imported into India. At the present 
moment cement from the United Kingdom is imported at 
a cost of about Bs. 90 per ton while the Belgium and the 
German cement can be imported at about Bs. 65 per ton. 

18597- 51 — 53. The cement industry will not need large 
protection permanently against foreign competition, hut 
there is no reason why* an ordinary tariff should not be 
levied against cement to prevent temporary dumping by 
foreign manufacturers. 

^ 18598. 54 — 55. It is difficult to prophesy how long the 
disorganization of the foreign exchanges iwould last, hut 
so long as it continues it is doing harm to the Indian 
industries. 

18599. 56. Ihe cement industry has received a partial 
benefit fi*om the enhancement of the tariff since 1916, Wt 
thex’e wei*e only three factories of them. More'faetories will 
start this year and next year and I believe that the large 
quantity px’oduced in India and the internal competition 
will adjust the prices for the benefit of India. 


dated the 22ud Eebiuais^ 1922. * 

■A.-y-Our Tariff policy has been based on free trade 
principles. Only last year we put heavier duties owing 
to the exigencies of revenue. A duty of 2| per cent, or 
even 6 per cent, has no protection practically for new in- 
dustries and it is very difficult for new industries to compete 
with long established industries of Europe, America and 
Japan unless there is a sufficient pi'otection at least in the 
eaily stages to give those industries a life. 

18605. ft.— That is to say, you mean that the tariff 
policy under which revenue duties are imposed has not con- 
tributed to the encouragement. 

A, — ^Yes, encouragement of industries, ^ ■ . / 

18606.^ ft. —With reference to yoor answer to QaesMbn 
No. 9, your view is that diversity of employment in indus-* 
tries would help to increase the prosperity of a large 
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ilumber of the population of this country who ax*e depen- 
dent on agriculture ? 

A* ^Yes. That is my view. At present a compara- 
tively small percentage of the population is employed in 
industries. The whole population practically depends upon 
rainfall. If you have a very large percentage depending 
upon industries just as in all other civilised countries there 
is less chance of people defending upon rainfall. They 
will have other sources of income and will not entirely 
depend upon good seasons. 

18607. Q. — What would he your idea of the proportion 
of the population employed in industries ? Would it he 
10 per cent, or 20 per cent.? 

A . — India has a big population ; it is very difficult to 
fix the percentage, 

18608. Q. — large percentage, you mean sufficient to 
create an impression ? 

A , — I will give an instance. A largo number of people 
from Eatnagiri are employed in Indian industry. Even 
in the years of bad rainfall, they are able to pay Govern- 
ment taxes because part of the people are earning their 
living in Bombay and they send their money to Eatnagiri. 

18609. Q. — Quiteso. You have raised a very important 
point. What effect has the drawing away from Eatnagiri 
of such a large number of people to industries in Bombay 
had on the agriculture of the district ? It has been pointed 
out to us that intensive industrial development would draw 
away a large amount of labour from agriculture which 
would adversely affect agriculture. Now about two or three 
hundi*ed people at least have been drawn away from Ratna- 
giri district to Bombay and other places for industrial 
places. What effect has it had on agriculture ? 

A » — I am not aware of the actual conditions. I have not 
heard that there has been any adverse effect. 1 have not 
heard that there is not sufficient labour for agriculture. 
My information is that some members of the family come 
to Bombay while the others remain in their villages and 
attend to agriculture. * 

18610. Q. — Your impression is that there is sufficient 
spare labour which can be diverted to industry 

-4*— Yes. 

186 IL (J. — In answer to Question No, 11 you say ‘I 
would favour the imposition of a general pr.deotive duty on 
all imported manufactures *. Would you favour a general 
protective duty or would you have a discriminating pro- 
tective duty according as it may be required under the 
circumstances of each case ? 

A ^ — I mean by the answer that there should he a general 
duty of 30, 26 or 20 per cent, as may be decided by the 
Legislature, Then I will make a distinction ; thus for 
instance, if we require agricultural implements we will put 
a lower duty on them and so on. 

38612. Q . — Then you would discriminate in the sense 
that you would reduce the duty only for particular objects. 
Otherwise you would maintain high duties ? 

Yes, that is the policy of all protectionist countries 
They reduce the duty only for special reasons. 

18613. Q.— You know that all duties are paid practically 
by the consumers. Then the high duties would advei’sely 
affect the consumers who are very poor P 

A, — Well, as 1 have said later on, the principal items 
required by the general population are food and clothing 
ana these articles are obtained at the most favourable rate 
or at least can be obtained. 

18614. Q.-— In answer to Question No. IS, you say * I 
would not interfere with such a movement provided no 
special concessions are given to those films to exploit the 
raw materials of India unless not less than halt the capital 
* in the companies started by such firms is Indian and the 
company is registered as an Indian rupee company *, 
What do you mean by this P Will you please explain what 
you mean by concession to exploit raw materials P 

A , — There are two methods by which foreign companies 
may be started ; some may come and start of their own 
accord without any special concessions from Government. 
We cannot prevent such firms coming in and we have no 
objection.to their coming and trading in India. But if any 
special concessions are given such as mining rights which 
the State possesses, then I say that the company that takes 
the special concessions ought to be an Indian rupee com- 
pany with at least half of the capital subscribed in India. 

18616. Q. — ^There should he special conditions attached 
to the concessions P 
Yes. 

18616. Q. — Your answer to the question about Imperial 
Preference is very interesting, because you are bringing out 
a new point. You say * I should like to qualify mf reply 
under this head by the statement tbatj in my opinion, the 
policy of Imjperial Preference would he of great advantage 


to the Empire including India provided the decision as to 
the extent of the preference to he given should be decided 
entirely by the Legislatures in India and that there should 
be no power of veto or dictation under law or either by the 
Governor General in Council or by the Secretary of State. 

This really means complete self-Goveimment in fiscal 
matters ? 

A, — That is the exact position that I have taken in 
regard to Imperial Preference. Otherwise it would be very 
dangerous to introduce the system o£ Imperial Prefer- 
ence in India. 

18617. Q . — By Imperial Preference you mean that the 
trade relations should he mutual and on a reciprocally advan- 
tageous footing, that is to say, vou want the Legislature to 
decide whether in giving and taking preference there is 
mutual and reoiiirocal advantage to both contracting 
parties ? 

That is my principle. 

18618. Q. — That is why you advocate that the Legisla- 
ture should be absolutely empowered to deal with the 
matter ? 

.4.— Yes I may say tliat there is a good deal of feeling 
about this Imperial Preference and the main reason why 
there is so much opposition in the country is because the 
feeling is that the Imperial Preference won’t he a voluntary 
preference by the Legislature, hut by dictation. That is the 
reason why the opposition is so great, 

186 1 9. Q. — ^Well, I will put it this way. There is a feel- 
ing that Imperial Preference will not under the present 
conditions ho on a basis of Ireciprocal advantage but will be 
one-sided. 

A* — Yes, there is a danger of that. 

18620. Q. — As regards your cement industry you say that 
“ Indian manufacturers have to meet severe competition fi'om 
Belgium and Germany, chiefly owing to the disorganiza- 
tion of their exchanges. India will produce from this y^ar 
much more cement than it consumes at present and the 
internal competition will keep the price fairly low. It is» 
therefore, absolutely necessary that the * Indian industry 
should he immediately protected against undue competition 
from foreign manufacturei’s, and that the maximum tariff 
permissible by law should be levied against cement imposed 
into India. ’’ At present India has a protective dutjj^ of 11 
per cent do you think jt is adequate P 

A. — Owing to the disorganisation of exchanges they are 
able to seE at very low rates even in competition with 
English cement. 

18621. Q. — You say that GreatiBritain quotes Rs. 90 per 
ton and you also say that Belgium and Germany are able to 
quote Rs. 65. 

u4. — ^Tbat is what we have in actual experience. 

18622. Q*—- What amount of protection do you require ? 

, A , — That will he of course for the Legislature to say. 

18623. Q. — ^You have not considered the matter ? 

A , — ^We want a general protection. 

18624. Q. — ^You know that cement is of very great value 
in building houses. 

A, — Yes, cement can be obtained and will be obtained 
at a very low rate in India by its own competition. . 

18625. Q.-— Then why do you want further protection ? • 

A, -Because this is not what we call fair trade. 

18626. Q.— “You want special protection against dumping 
for temporary periods ? 

.4.-“-Yes. 

18627* Sir Manalejee DadJmhhoy.^Yow have been a 
member of the Eactories Commission r 

.4, —Yes. 

18628. Q. — And as such you had opportunities of coming 
into direct contact with Indian conditions of labour all 
over India ? 

.4.-Yes. 

18629. Q. — When you speak to-day about these labour 
matters in reference to agriculture you speak from first hand 
knowledge acquired by personal investigation on the spot ? 

.4.— Yes. 

18630. Q. — In your opinion the apprehensions about the 
agricultural industries suffering by diversion of the agricul* 
tural labour to industries are unjustified ? 

A . — I have not seen any case where the agricult ui*al 
industry has suffered for want of labour. I do not think 
that for years to come such a danger is imminent 

18631. Q. — Do you think that the percentage of the 
population that wilf be diverted to industries will be infini'* 
tesimally small as compared with the total population em- 
ployed in agriculture P 

A. — ^Yes. 

18632. Q. — In your opinion it is essentially neoes^Y 
that the industries of India should be safigaardai 
protected as supplying avenues of 
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faumljer of people who on account of the pi*essure on land 
at present are unable to get a living ? 

18633. Q. — I have summed up your conclusions, I 
suppose, rightly P 
Yes. 

18634, Q . — ^1 understand that you do not object to 
foreign capital coining and settling down in this country 
if they come without any privileges and compete with 
us on a footing of equality ? 

A . — I welcome it as a source of employment to our 
people. 

18635. Q. — Only you will not give them special conces- 
sions ? • 

A . — No concessions. 

18636. Q. — Then of course a certain amount of Indian 
capital ’should be taken ? 

-4.— Yes. 

18637. Q. — I understand you tbink that India cannot 
embark on a policy of Imperial Preference unless we get 
fiscal autonomy. 

A . — I have fully replied on the matter. I am convinced 
that if we have a controlling voice and if we have reci- 
procal advantage then a policy of Imperial Preference 
would be advantageous both to us and to the Empire. But 
in the absence of such full control it may be dangerous. 

18688. Q, — Can you get this full control without fiscal 
autonomy ? 

ul.*-— I think it w6uld be wiser on their part to allow us 
this power and allow us to have Imperial Preference. 

1S633. Q. — You are interested in the textile industry as 
a director of many concerns in Bombay. I should therefore 
like to have your definite opinion on the question as to 
whether the present duty of 11 per cent, adequately pro- 
fess the textile industry ? 

A , — do not wish to say that we want any special 
protection for onr industries as a general rule. But if you 
Dy a general policy of higher tarifE incidentally give greater 
advantage to the Indian industries the chances are that 
the industries will fiourish still more. More mills will be 
erected, they will manufacture finer counts and they will 
supply ^greater requirements than at present. But I do not 
wish any special protection. 

18640. Qt-^Bo you think the present prosperity will 
continue P 

A , — The present prosperity wiD not continue. But we 
hope to stand on our own legs without any special 
protection, 

18641. Q * — You want the 11 per cent, duty to be main- 
tained? 

A . — think it is a fair duty. 

18642. Q. — Would you remove the excise duty or would 
you retain it ? 

A ^ — am altogether against the excise duty on principle, 
and this fact has been more than once repeated in the 
Imperial Council. This duty has been maintained because 
the Government wants revenue. But it has been con- 
demned on principle from the very beginning. It was 
introduced at the bidding of Lancashire and later on 
revenue considerations came in and they said they could 
not affoi’d to forego the revenue. So it is being kept on, 

18643. Q. — In your answer to Question No. 33 you say, 
*^1 do not consider wise to impose au export duty on food- 
stu€s as it wouldjtend to reduce the income of the agricul- 
teists and other producers. This however does not affect the 
question of prohibition of export of food-stuff's in times of 
famine or shortage in which case prohibition may be 
justified as a temporary meaBure."* So if there is shortage 
in the country you would stop export by an order of 
prohibition? 

-d.-*Yes, under exceptional conditions. I would not 
like to protect Indian industries by levying export duties. 

18644. Q. — ^As regards cement I want to ask you one 
or two questions. Can you give me au idea of the total 
demand of India, how many tons ? 

A , — ^The total demand is three hundred thousand tons, 
t give only a rough figure, 

18645. Q. — ^What is India producing now ? 

-By the end of the year it will begin to produce 
three hundred thousand tons. There are still some factories 
tmder'construction. With the completion of these facto- 
ries &e total production will vary’ between five and six 
taSSM thousand tons. 

' Q*“#AJbnOst double the quantity P 

.A.-^Tes. ‘ ' 


18647. Q.‘—Iu that case the prices are bound to go doWn 
considerably. How will protection benefit you when the 
output is a considerably more than the demand ? 

A * — With the reduction of prices the demand will 
increase. 

• 18648. Q . — You want some sort of protection only tem- 
porarily ? 

A. — Yes, for this period only. We have no complaint 
against English cement coming in. It is this disorgani- 
sation of exchange. 

18649. Q . — 1 suppose the railway rates and shipping 
charges are also against you ? ^ ^ 

A , — The principal reason is this disorganisation, 

18650. Mr, Jamnadas Dwarkadas , — The President has 
already asked you questions with regard to the argument 
brought forward by free trade witnesses that by giving 
protection to the industrial development of this country you 
will take away men who are at present usefully employed 
in agriculture. Do you think from your own experience 
that if India continues to grow industrially for number 
of years there is any danger of depleting agricultural 
labour ? ^ 

A , — I do not think that there is any danger in that 
direction for years to come. 

18651. Q. — ^At the same time don’t you think that the 
present entire dependence on agriculture is responsible for 
the miserable conditions of tbe masses ? 

A, — Yes. 

18652. Q. — Is it a fact that the growth of industries will 
incibase the purchasing power of the agricultural labourer, 
that he will be able to spend more on his own comforts, and 
that his standard of living will improve ? Is it not ? 

A , — In India it is not a question of famine of food ; it is 
a famine of money * which creates the difficulty. If the 
agriculturist has got money the food can reach him*. It is 
therefore a famine of money and not of crops ? 

18653. Q. — take it that you believe that for the future 
prosperity of India industrial development is entirely 
essential. 

Yes. 

18654. Q. — Then there is one statement that you make 
which is of interest from a historical point of view. You 
say ‘ England is the only country which has supported free 
trade.’ Now we have been told by many competent 
witnesses who are very good students of history that if you 
look at the fiscal policy of England you will see that it has 
risen, throxigh protection, to this condition. 

18655. Q. — This is so, so far as historical facts are con* 
ceraed. lam o iJy mentiouing that she has been following 
a policy of free trade for the last 60 years. It has been ab e 
to stand on its own legs. 'I'he position of England is 
quite different. It imports all raw materials and 
exports all manufactured articles. This is quite a peculiar 
position. 

18656. Q * — You say that you do not like the excise duty 
because it is bad in principle. That can be true of the excise 
duty which was levied as a countervailing excise duty of 3^ 
per cent, on cotton. If there is a margin between the 
import duty and the excise duty would you still object 
to the excise duty P 

Jt.— I object to the excise duty on principle. If it is for 
revenue purposes you may put an excise duty on all kinds 
of production. 

18657. Q. — I thought that your objection to the counter*^ 
vailing excise duty was on the ground that it was an 
indirect protection to Lancashire, 

A , — say it is wrong in principle, No country taxes its 
own manufactured article on which' there is an" import duty ' " 
for revenue purposes. We put an import duty for revenue 
purposes and we put an excise duty to countervail the 
import duty. It was wrong in piinciple. 

18658. Q. — ^With regard to the h^ndioom’ industry which 
you have touched on in your answer to Question No. 16, if I 
understand you correctly, I think that you do not 
believe in the future of the handloom indiistiy if it means 
to compete with the power industry. 

A,^ What I mean is that the handloom industry is a 
very important and a very useful industry, if a man in his 
own cottage takes to the handloom and weaves during 
his spare time attending to his own ordinary vocation,. 
But if he wants to start 200 handlooms and takes to 
weaving as a business he will never do it in competition 
with the mill indusUy. ^ - 

18659. Q. -Would you encourage it as a subaidis^v 
activity ? ' ' " ‘ 

-dL— Certainly, I will give al’ possible help lo“ it as 'a' 
cottage industry. ' ^ 
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J8660. Q. — You make andnterestiug statement with re- 
gard to the establishment of foreign firms in India. You 
point out that you would welcome the advent of foreign firms 
in I ndia ^ except where special concessions are to be given. 

\ wonder if you have any experience of concessions given 
to foreign firms or to Indian firms in the case of mines. 
What is your view with regard to those concessions ? 

-4.“If you begin to take a particular instance, I think 
you will be creating rather an ill-feeling. I would not go 
into particular instances. What I say is that if the country 
has a certain concession, say coal mining, that concession 
should not be given to a foreign firm unless half the capital 
is Indian. I do not think it is advisable to give instances 
of particular firms, and so on. 

" 18661. Q , — ^Whatever policy of protection is adopted, you 
would welcome foreign firms ? 

A. — ^Yes. If they come to us, they are welcome ? 

18662, Q , — In your answer to Question ISTo. 29jyou refer 
to the heed of a permanent organisation for investigating 
the claims of various industries and the periodical adjust- 
ment of the tariff rates. Have you any idea as to what 
should be the constitution of that permanent organisation ? 

A, — I have no idea about it. I thought that there 
should be a certain organisation before whom people who 
have complaints may put forward their claims. The report 
of the organisation may be placed before the Legislature, 
and the Legislature will decide about giving concessions 
in regard to the duties. There must be an organisation 
to attend to that. 

18663. Q. — This body will be somewhat of an advisory 
body? 

A. — ^It will be an advisory body to the Legislature. 

18664. Q. — The ultimate decision will rest with the 
Legislature ? 

Quite so. 

18665. Q.-— You state that you are not in favoui\of export 
duties. But would you have an export duty on aiiicles in 
which you have got a monopoly, for instance, jute? 

A, — That I have mentioned. I would not put an export 
duty for the purpose of protecting the industries that 
use that raw material. 

18466. Q. — As regards the ; question of fiscal autonomy 
that you touched^ in answer to the President’s question with 
regard to Imperial Preference, do you know what powers 
we have now under present anungements. The Joint 
Committee’s report clearly lays down that if in any paiti- 
ctdar point the Government of India and the Indian 
Le^slatnres agree, then the Secretary of State cannot 
interfere. These are the powers that^ are vested in us at 
the present moment, and it is said in the report of the 
Joint Committee that the full development of fiscal 
autonomy will come automatically, not ^ hy statute, but 
by convention, with the gi’owth of responsible Government 
in India, as has been the case with all Dominions. 'I'aking 
the powers as they are vested in us at the present moment 
are you prepared to support Imperial Preference of any 
kind? 

I have said clearly that if India cannot control her 
policy of Imperial Preference, it would be dangerous to 
^lude Imperial Preference in onr Statute Book. 

18667. Q. — As you are one of the most important witnes- 
ses that this commission has examined, I would like to put to 
you this important question. We had many questions on 
that point this morning. That is with regard to the 
shipping industry. You know that at present there is 
nothing like what you would call an Indian mercantile 
marine. What are your views with regard to the I ndian 
nUKToantile marine ? 

A»-^X-Ao not think that you will over he able to create 
a mercantile marine unless the same steps are taken which 
ilie Japanese took in the early stages. One such step is 
that all coastal tmffic was hy law prevented from being 
carried hy anybody hut the Japanese. The very first step 
that we should take is to introduce a system hy 
which the Indian ships would have greater and 
greater trade* on the coast. I have considered this 
vety important matter. It might he argued that 
at present we have not got sufiGIcient ships in India 
to warrant such legislation and that some of the ports 
will be without ships if foreign ships did not come in, and 
if you do not allow foreigners to have their trade. The 
first thing to be done would he this. So long as Indian 
ships are plying to and from Indian ports, by some method 
it might be made difficult or impossible for the competing 
foreign ships to cut the rates. Suppose^ for instance, the 


trade is between Bombay and Madras or Bombay and 
Calcutta and that Indian firms carry mails or some other 
article. There is a competitor, an old established firm. 
The old established firms will cut the rates and make, 
them very low and practically compel the new Indian 
company to go into liquidation. The new firm cannot 
compete with the old firms. They are so powerful that 
they can afBord to lose on a particular line for years to- 
gether without their total income being affected. The 
step that the Indian Government should take should he 
to prevent such cutting of the rates, to see that the rates, 
do not go below a certain point. Some. legislation may be 
passed to penalise that. Another thing, which Govern- 
ment should do at once, is to make the policy of giving 
refund on the freight by the trade illegal. Suppose there 
is trade between Kangoon and Bombay. A large com- 
pany says “ If you ship all your articles by our ships f<u* 
the next 12 months we will give you 20 per cent, 
rebate." This means that when an Indian company 
comes in all the merchants who are engaged with the 
existing companies cannot send their goods by the ships of 
the new company, because they will lose all the advan- 
tages of their rebate. So the rebate system must l*e de- 
clared illegal, at l(*ast so far “as it affects the Indian 
mercantile marine. 

18668. Sir Manahjee D adahlioy.^Y>o you think that 
there would be no rebate given if you pass the law? 
Many people do it. 

A. - If you pass a law, those who break the law will be 
dealt with according to the law. VVe do not want to make 
the giving of rebate legal. ^Unless these things are done 
at once, I am convinced that you will never have an Indian 
mercantile marine. 

18669. Mr. Jamnadas DioarJeadas.^Yovi think the 
existence of an Indian mercantile marine is one of the main 
factors'that are necessary for the development of Indian 
industries ? 

A. — Hot only for Indian industries, but for our own 
defence. We are now entirely dependent upon Enij- 
land. If by any means communication is rendered diffi- 
cult, we will be in a difficult position. Ho country which 
cares to protect its own coasts can be without a mercantile 
marine. Japan has done it. Americ% in spite of the 
fact that it entailed a very large cost, created a mercan- 
tile marine. When I was in Japan in 1919 the Govern- 
ment «ave something like 5 to 7 million yen for ship- 
building. They promised 155 million yen as debenture 
loan for creating 500,000 tons in that particular 3 ear. 

18670. Q.— At what rate of. interest? 

A.-^l think they wanted 5 per cent. The keenness of 
the Government was so great that ministers invited the 
company managers to their own offices and told them ** Our 
programme is to have 500,000 tons of mercantile mai due 
next year. What do you want ? *’ By joint arrangement 
they wanted 5 million yen, and they agreed to it. I think 
it was in March 1919, 

18671. Mr. Mant — ^You have made your general posi- 
tion quite clear with regard to protection. There is only 
point that I would like to ask you about, and that is with 
regard t^ these special concessions, which you wool I refuse 
to foreign firms. I understOvd that in answer to a ques- 
tion of Hr. Jamnadas Dwarkmdas with regard to mitiing 
concessions at any rate you dropped the word special" 
and would n it give any conoessious at all. Is it what you 
mean ? 

A . — I would not give concessions to foreign firms unless 
half the capital is ludiau. 

18672, Q. — I want to clear up whafc is meant by conces- 
sion. Let us look at the case of the Foi'esk Department 
They have valuable property. ^ They are trying to get people 
to take up particular industries and to work the various 
products. It is not very easy to get capital and enterprise 
to come forward. 

-d.*^I think if you have sufficient patience people will 
come forward when they get more confidence. Suppose 
there is a certain forest product which you want to 
develop and you want to give a concession for 40 years 
say for that article. Instead of giving away your valuable 
product for 40 years to any body in a haste you can 
wait say for 5 years until you get Indian' capital invested. 

18673. Q.— You would rather delay the development 
of the forest property ’ than develop it by means of 
foreign capital? 

J,— I would not huiTj up to part with a valdaMe 
asset for a. loiig teym of years in that way. 
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proposition is reaily sound 1 do not think there would be 
any difficulty of getting half the capital invested in India. 

18674. Q.— That has not been the experience of the 
'Forest Department. You would not give any concessions 
then P 

.4.— No, unless on those conditions. 

18675. Q. — About the cement industry, may I ask you 
what company you are connected with ? 

A , — I am Director of three companies and Managing 
Agent of one company. 

18676. Q. — ^You gave an estimate just now of the 
present consumption of cement. You said it is 300,0(H1 
tons. That consumption is merely kept down at present 
by the very high price of cement. Is it not ? 

A . — It is quite true. Even before the war the consump- 
tion was very little in India. 

18677. Q.— Was not that due to the higli price of 
cement ? 

A . — ^Before the war the price was kept at Rs. 50, 

18678. Q. — Bs. 50 may be too high? 

A , — ^You cannot mix cement even at Rs. 50. 

18679. Q. — ^You cannot now, hut you could before the 
war. I will give you an instance. We have in the Punjab 
hundreds of miles of canals from which the water is leak- 
ing, valuable water for the crops. We want cheap cement 
for lining those canals. The amount that could be profit- 
ably used is purely a matter of price P 

A . — think you will he. able to get cheap cement when 
the Indian factories are working. 

18680. Q.— When there is cheap cement there will he a 
larger demand ? 

A * — ^It is certain that the price will come down. 

18681. Q. — Cement is used for many other objects besides 
canals. It is used for railways dams, viaducts and several 
other things. The public needs of cement are very wide P 

A , — ^I entirely agree with you that the price of cement 
ought to be brought down. 

18682. Q. — ^You say that ithere is no reason why an ordi- 
imry tariff should not he levied against cement to prevent 
temporary dumping by foreign manufacturers. What do 
youimean exactly %y that ? 

A , — I mean the ordinaiy general tariff which the 
Legislature may decide upon as a general policy. At pre- 
sent they have 11 per cent. If they change the general 
tariff as a general policy that should he against cement 
also. 

18683. Q. — How is it treated at present ? 

A , — ^As a general tariff. 

18684. Q : — You are not recommending for any change ? 
You are not asking for any special protection for cement ? 

A.' — ^No, The special protection comes in owing to the 
disorganised exchanges of the competing countries. That 
is only as a temporary measure I am asking. 

18685. Q.*— What is it you ask for in your answer to 
Question No. 48? You say "‘It is therefore absolutely 
necessary that the Indian industiy should he immediately 
protected against undue competition -from foreign manu- 
facturers and^ that the maximum tariff permissible by law 
should be levied against cement imported into India 

; j 4. — ^The maximum tariff permitted by law. At present 
it Is 11 per cent, 

18686. Q. — You are not asking for any special protection 
there P 
.4.— No. 

18687# Q- — found it difficult to justify what I thought 
you intended. The use of cement is so wi^e. It is of such 
great benefit tp tbe country. If you put on a high duty 
it would tend to raise the price of cement ? 

A . — e must create more demand in our own interests. 

18688. Q. — ^Anyhow, if you’are not asking for any special 
protection, I will not trouble you further. 

1868^. Mt, Birla , — In your answer to Question No. 11 
' you say that you would favour the imposition of a general 
pi'otective ^duty on ' all imported manufactures. Do you 
include yarn among the manufactured articles ? 

A * — ^The Government of India have not put a duty on 
it. I'hey argued that yarn was required for the hand loom 
ijidustay, 

18690. Q. — ^What axe your definite views about it ? 

A, — Myown^viewis that yarn should be treated as a 
manufactured article, as it is being treated in Japan, 


18691. Q. — Do you think that protection should he given 
to the spinning mills as well as the weaving mills ? 

A . — I think yarn should be brought under the ordinary 
tariff which is applicable to cloth. 

18692 Q.— It has been suggested to us by many wit- 
nesses that a 3i !per cent, excise duty and free import of 
yarn will support the hand loom industiy. I would like to 
know your views ? 

A , — I am not grudging support to the handloom in- 
dustry. 

18693. Q. — ^I know that you are in favour of maintain- 
ing the hand loom industiy. But I ask you would you like 
to support the hand loom industry by making the import of 
yarn free and keeping the excise duty as it is ? 

A » — Hand looms mostly use Indian yarn. It is only 
the finer yarn that is imported, the products of which are 
consumed by the richer classes and the middle classes. 
They pay for them. Even if you put a little duty on 
imported yarn it will he passed on to the consumer, be- 
cause the finer cloth is purchased as a luxury. 

18694. Q. — Do you think it will he possible for the 
Indian miUs to spin the finer counts of yarn without any 
protection ? ^ 

A, — W e may raise our spinning from 40S to SOS or 60S. 
It is quite possible. 

18695. Q. — With regard to the question of Imperial Pre- 
ference, you say that subject to full control by the Indian 
Legislatures, you are in favour of Imperial Preference to be 
given on the lines adopted by the self-governing colonies. 
You are in favour of Imperial Preference being given if 
you have full control by the Legislatures. As it is you have 
got full control by the Legislatures. Have you got any 
scheme by which without economic loss to India we can 
adopt Imperial Preference ? 

JL — ^We have the right of bargaining and can adjust 
our tariff according to the best interests of India. 

18696. Q, — I cannot understand how, even if you have 
go full control by the Legislatures, you: can have Preference 
without economic loss to India. Will you please explain ? 

A . — Preference is given to Empire articles for the bene- 
fit of both parties. li is for the benefit of India and the 
other party. You give them a little advantage in competi- 
tion with countries which are not in the Empire. - If you 
have got the power we can try to adjust the tariff in the 
same way in the best interests of India. If we have not 
full control it would mean dictation by the Secretary of 
State under pressure brought by the English manufac- 
turers and our position would he precarious. In that case 
it is not required. 

48697- Q. — You know that England largely imports raw 
materials and exports manufactured articles. I do not 
-think, for example, ^granting that we give preference to' the 
Empire, if we impose an import duty on raw cotton from 
America, they would take the Indian Cotton free of im- 
port duty, i do not think they would do that. ? 

A. — I do not say what they will do. Perhaps they may 
not do it. Bat 1 say that without the power of full control 
it is dangerous. Pressure has been brought ' before on the 
Secretaiy of State and things injurious to India have helfl 
done, 

18698. Q. — Even with full powers, I do not see how we 
can give preference to the Empire without economic loss to 
ourselves. 

-4, — Canada has given it. Australia has given it. I say 
we should give it. We should certainly give preference, 
because the Empire will be greatly benefited. 

18699. Q. — ^But I ’ do not think their position is quite 
the same as outs. 

A, — ^I say only if our position is the same as theirs. Only 
then I would introduce preference in the tariff. 

h8700- Mr, Mhodes. — Q.'— As a, 'member of thfe Legis- 
lative Assembly when I joined this Commission I did so in 
the full belief that we had fiscal autonomy. Was I not 
correct in that P 

A. — We have fiscal autonomy by sufferance. So long as 
the power which the Secretary of State has got is not" 

* exercised we have got fiscal autonomy. 

18701. Q. — ^Do you think that is a practical propositib^ 
the power of veto? In Auskalk and in 
never exercised. 

j 4. When we get. the position by actusd li^pei^aee 
a-nd if we are placed iii the a^me positio^pga^ Attgfcipaliay I am - 
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perfectly willing to introduce preferential tariffs. If the 
Government in England declares that they will treat us in 
the same way as they are treating Australia and Canada 
and subject to the same conditions, I am perfectly satisfied. 

18702. Q. — What I understood was that we have fiscal 
freedom. 

, We have not. That is a fact. If we had, of course, 
it would make much difference. 

18703. Jfr. Jamnadas Dwarhadas^-^-'^oVi know that 
when the Lancashire deputation waited on the Secretary of 
State he refused to interfere saying that India had now 
fiscal freedom, and that the Government of India and the 
Legislatures had agreed in the matter. 

— Yes. Things are coming to that gradually. 

18704. Jfn Mjiode ». — There are very serious complaints 
against the Bombay millowners, but they have not let me 
down. Three years ago when 1 came over here to arrange 
for standard cloth I was told that the Bombay millowners 
would never give what we wanted without legislation. I 
came over here and we got everything we wanted without 
any difficulty. ^ I was told the Bombay millowners were 
exclusive in their protection demands. 80 far I have seen 
nothing of the sort. 

-dt.— We are not asking for any protection so far as the 
Bombay mills are concerned. 

18705. Q. — You have at present on your cotton goods a 
revenue tariff which gives you an advantage over the fore- 
ign cotton goods of 74 per (cent. If for revenue purposes 
the excise duty was taken off and the import duty reduced 
to 7| per cent., the industry in itself would he no worse 
off, 

No. I would be pleased if the excise goes, away. 

18706. Q.--Out President in his examination of Mr. Bell 
raised a very important point. He said that at present we 
have a revenue duty which has a protective nature, hut that 
the danger to the industry is that they never hnow when, 
owing to the demands of revenue being greater or lower, 
that duty will be raised or lowered. I suppose a revenue 
duty is open to that objection, from the industries point of 
view. You are never quite sure from year to year what 
duty will be put on. 

A . — Reveniie duty on what articles ? 

18707. Q.-— Cotton say. The point is this that Govern- 
ment may want a lot of money this year and they may put 
on 20 per cent, on cotton goods. They may want no 
money next year and they may take it ofe That is not in 
the interests of the industry P 

I do ’’not think that happens with all protective 
countries. Even under a free trade policy it does not make 
much difference. We had free trade for years together. 
The change was only 1 per cent* or 2 per cent. The 
change was not of a serious character. ^ ’ 

18708, Q. — You did not want a change. ' 

That was ^not because the Government of India 
wanted ii 

18709. Q.— "It was because it was a revenue dutf, 

ji*— Although it was a revenue duty I remember that it 
was removed at that time by the pressure of Lancashire. 
It was Lord Ripon’s time. 

18710. Q.— Suppose you have revenue duties piit on and 
taken off owing“to tiie requirements of finance by the Legis* 

. , lative Asaemhly, you have your duties liable to be changed 
back-waa-ds and forwards. 

■ ‘ A '. — The revenue duties were formerly always regular 
and ought to he regular. We had these revenue duties all 
iiesfe. and 1 don’t think that we had any serious 

- iffiang^’ftom year to year. The changes were made in the 
salt duty and when we had better finances we gave up the 
gait duty. 

18711. Q.— Now in the present difficult state of Govern- 
ment finances I want to put the present position to you. 
Supposing we were to take off the excise duty altogether 
and we were to lower the import duty on cotton goods 
» to 74 per cent, you have told us that the industry would be 
exactly in the game position. 

; ' ’ 

18712. Q , — If you wanted more revenue and if we put 
on a consumption tax on tbe top of 7| per cent, and to 
the same amount on the Indian production, would that 
■ help the mills at all P 

’ Ar-^l^ ig a wrong principle and a ^kmgerous principle. 


18713. Q. — ^You would still have the 7| per cent, 
margin ? 

I am not iuguing about the excise duty whether ii 
is a hardship or not. 

18714. Q.— I am talking of the consumption tax as it 
exists in Japan. It is put on in addition to an import 
duty as an extra ? 

J.-— Then you could put it on other articles. You can 
put it on Jute. 

18715, Q , — ^I am "suggesting it as a general principle* 
Is it a sound principle ? 

A . — That is a different question. We shall have to 
consider whether the policy of taxing our own industries in 
India for revenue purposes against higher tariJf is a right 
policy or not. I don’t think that it is a right policy. 

18716. Q.— If you were to tax your local industries say 
by 5 per cent, then you could also put on a 5 per cent, duty 
on the imported article so as to countervail the other way. 

A. — I say that the Indian manufactures should not h® 
taxed at all. If you want more revenue, put more import 
duties as all countries are doing. 

18717. Q. — Won’t this affect the consumer ? 

A, — I don’t think so. 

^ 18718. Q.— When the prices of imported articles rise 
high, the prices of local articles also rise high. 

Comparatively very little. Prices went up because 
we could not get machinery during the last 5 years. You will 
find that within the next two or three years our production 
will increase up to 30 or 40 per cent, more and the prices 
will all come down. 

18719. Q. — You suggest now that if the Government 
wanted more revenue, they should get it out of import duties 
and if they want less they should take off the import duties, 
that is a corollary. 

A, — ^I do not know whether the position would everarise. 
We will require crores and crores of rupees, and the time 
will never come when we won’t require money. 

18720. Or — ^You would have a fluctuating .duty, which 
i« an objection. 

A , — ^The expenditure of the country is always great* and 
if the country has more revenue, it could be spent on 
education, etc. 

18721. Q,—You would put your duties high and if you 
had »some spare money, you would spend it on education, 
sanitation, etc. 

.4.— Yes. 

18722. Q. — The only other point 1 have got to deal with 
is the cost of transport and I want to make your position 
quite clear because you import your coal from Bengal by sea 
and large quantities of your piecegoods which compete with 
the Japanese piecegoods go back to Bengal by sea. 

A, — Yes. 

18723. Q.-^You are not contemplating any action which 
would raise freight, I understand. 

A.^m, 

18724. Q,— And .any protection given to the Indian 
merchant shipping would be designed not to raise the rates 
above their.present level. 

A , — My proposal is not to give protection to Indian 
industries but my object is to prevent undue cutting by 
the foreigners in order not to benefit tbe trade but to kill 
the competitor and raise the rate after securing the mono- 
poly» I may say here that the freight from foreign 
countries to India is lower than the freight from Bombay 
to Calcutta. 

18725. Q. — That is my own experience, and I had to 
suffer. 

A , — I will give you an instance. The freight from 
Calcutta to Bombay is Es. 18. I do not know ^whether it is 
as much from England to Bombay, a distance of 6,000 
miles. 

18726 , Q. — ^Do not the millowners charter a ship to 
bring the coal P 

No. 

18727. Q.-~Is not that a way out of your difficulty ? ^ 

A, — Charter from whom ? 

18728. Q. — When you charter, you have got the whole 
world to charter from. 

A , — ^We have lived like that and we want W have an- 
Indian mercantile marine. 

18729 . Jkr, ulyyar* :---I do no^now whetteF; 

you remember the steapa^P company which 
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plying from Tuticorin to Colombo and from Colombo to 
Idadras. 

A . — I do very well. 

18730. Q. — You remember the ordinary charge for a 
passenger was Es. 12 before the Indian company was 
started.' 

A , — I do not know the exact figure. 

18731. Q. — ^The British Indian Steam ITavigation Com- 
pany reduced the rate to Es. 9 and the Indian Steam Ship 
Company also had to reduce the rate to Es. 9. Then the 
British Indian Steam Navigation Company reduced the 
rate to Es. 6 and that killed us. That is the short of thing 
you want to guard against ? 

A. — ^Yes. I can give you a very much worse case. We 
were charged very high rate for carrying yarn to China and 
Japan. In order to bring down the rate, Tatas arranged 
with a Japanese company and chartered some boats. As 
soon as these boats came in, the British Indian Steam 
Navigation Company reduced the rate very low and can- 
celled the rebate to the merchants who shipped by their 
boat and made the position of the other Indian firms who 
chartered the boats impossible. In the course of two years 
we lost lakhs of rupees and gave this up. Now the rate 
from Bombay to Japan for cotton is cheaper than from 
Bombay to Shanghai. It would pay to carry cotton from 
Bombay to Japan and from Japan to Shanghai than 
from Bombay to Shanghai. One Japanese firm started 
this business. I hey carried cotton to Japan in 1918 and 
from there reshipped to Shanghai at a great profit. 

18732. Q.— As regards fiscal freedom I think if 1 may say 
so with' great respect to Hr. Jamnadas Dwarkadas, what the 
Secretary of State said was thi-<, as there is a representative 
body sitting in India it should he given a free hand in regard 
to fiscal matters. That is 'vfhat he stated and as a matter 
of fuct you know that the Government of India Act 
contains a piwision which gives the power of veto to the 
Seci’etary of State. 

A,-— I know. 

18733. Q.— What one Secretary of State may do to-day 
* will not he necessarily binding upon the Secretaiy of State 
^ who comes hereafter. ? 

Jit.— Quite so. 

18784. Q.— If in a conservative cabinet a new Secretary 
of State comes in and wants the suppoit of Lancashire, he 
may say ** I have the power of Veto.'* 

ji.— Until the definite power is given, I would not 
tiTist to sufferance. 

18735. Q. — Moreover Lancasliire, notwithstanding the 
reply of the Secretary of State is still insisting. ' I do • not 
know whether you have read the latest pronouncement of 
the Secretaiy of State which is that he hopes that this Com- 
mission would not recommend a heresy of protection. 
That shows the danger of embarking upon a policy of 
protection when we have not got fiscal autonomy ? 

A , — Quite so, 

18736. Q.— As regards the question of agriculture suffer- 
ing by a diversion of labour to industrial eoneeins, you 
know that so far as Bombay is concerned there are fewer 
emigi*ants than there are in Madras and in the United 
Pi*ovinces ? * 

-d.— Yes. 

18737. Q,— We have not got industiies to give work 
to these people as you have round about Bombay ? 
so, 


18738. Q. — That shows that industrial concerns are 
needed in the 'country. The population would he absorbed, 
they would find work in the country and their wealth will 
he retained 

A , — That is the experience of all industrial countries. 

18739. Q. —I want you to forget for a moment your 
objection to the excise duty. Which would you prefer, a 
import duty or a 11% import duty and3^% excise 
duty? 

j1.— So far as the excise duty is concerned, we are not 
fighting for the sake of profit or loss. We are fighting 
for the sake of principle. The injustice of that and the 
dictation by which it was brought forward is so ripe in 
our minds that we cannot forget. But for the country’s good, 
I may say, that if revenue is wanted and if Government 
can not forego the excise duty of 3| % I have no objection. 
My point is about the way in which the duty was put, 

18740. Q. — And the way in which it was introduced 
also ? 

A, — Yes, and maintained. A timu may come when this 
may he adopted in the case of all industries. 

18741. Q. — This 11 % import duty and 3| % excise duty 
while giving ample protection to the millowner would 
put more money into the pockets of Government ? 

. A. — Surely. 

18742. Q.— And there is also another thing. This excise 
duty will give protection to the handloom industry to a 
certain extent, won’t it ? 

A . — I don’t think that there is any competition between 
the handloom industi’y and the mills. 

18743. Q.— I am not speaking^ of competition. I say 
that it would he a sort of a protection. 

j 4.— Very infinitesmaL The cloth produced by the 
handloom industry is not manufactured by mills, 

18744. Q.— It would he a soiij of inducement or help ? 

j 1 .— T heoretically it might he. 

18745. Q. — As regards cement I take it that there is a 
growing tendency on the part of house builders to use 
cement in preference to chunam ? 

^.-No. 

18746. Q. — In our parts we prefer to go in for cement 
which is more lasting and more durable than plastering 
with chunmn ? 

A , — May he. 

18747. Q. — Mr, J. C, Coyajee , — If you will kindly turn 
to your answer to Question No. 18, 1 will put you a question 
or two. You would not give any special concessicl?s to 
foreign firms. 'Would ^’■ou allow them to purchase these 
concessions from Indian firms who have got them already ? 

A . — That of course comes to the same thing. The 
Government of India have always the right of transfer of 
a concession and naturally when they ask for a transfer 
the Government of \ ndia will see that the purchasing party 
has half the capital or not. “ 

18748. Q, — Apart from this matter of special concessions, 
you would welcome them ? 

j 4.— Certainly. 

18749. Q.— As an expert once toldmoe when a foreign 
firm comes in, we ai*e the ultimate heirs of the enterprise 
because we can always imitate the foreigner and take the 
wind out of his sails. 

A , — I believe that India will ultimately gain by getting 
larger employment for her people. What does it matter, 
who gives ? 

(The witness withdrew.) 


Witness No. 121. 


Hesso;?. Eillick Nixon and Company, Managing Agents, Bundi Portland Cement, Limited. 
.Written statement^ dated the 18th February 1922. 


Indian ^ortlan^ Cement, ' 

'18760. We have the honour to submit for consideration 
by the Fisesal Commission the advisability of increa^ng the 
Duty on Imported Cement as a 1 protection to the Cement 
Lvdnstry which has been developed in- this Country since 
1914 and in which the rupee capital invested- is it is 
estimated ntely J erbres. 

18751, In 1913-14 the Imports of Portland Cement were 
179,000 tons. At that.time India produced no Portland 
Cement of reputation. Baring 1921 the output of Works 
completed in 1914-16 wss 100,000 tons. In 1922 it is 
esMmated the output will be 5:86,000 tons and in 1928 
this will he increased to between 600,000 and 700, 000 tons. 

18752. The Indian Manufacturers are at a disadvantage 
compared with European Manufacturers in that their Coal 
costs more, their Technical Staff costs more while their 


products are mainly carried for long distances by rail. At 
the present time -steamer freight for the 6/70Q miles from 
United Kingdom and Continental Ports to Indian Ports is 
actually lessthan the rail freight on Cement for the 600/700 
miles from Cement Works in the interior to Indian Ports. 

, 187 53. . Inasmuch as the Industiy in India will shortly 
provide for consumption in the Country more than 4 times 
the pre-war requirements of the Country, 'the importation 
nf foreign Ceirents often of inferior quality but market- 
able on account of their cheapness is likely in a short time 
to seriously hamper the indigenous industry, thereby 
reducing output, cuitailing employment of labour and 
reducing the, revenue payable to Government on .raw 
materials and the revenue of the Eailways which at .present 
get the benefit of the traffic. « 

We submit the case of this Key Industry deserves 
serious consideration at the hands of the Fiscal CompiisMon^ 
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Witness No. 122. 

fhe Eatui dement & Inaastiial Co., Ltd., 11, Elphinstone Circle, Fort, Bombay. 
Written statement, dated the 18th February 1928. 


18754. We desire to bring before tfie Indian Fiscal Com- 
mission for consideration various questions pertaining to the 
Portland Cement Industry in India. 

JEcoplanatory . — The future of this industry has at present 
every appe irance of being seriously hampered on account 
of the drop in sea freight against the enormous me in 
railway freight which ive understand will he further 
vncr eased in the near future* j£s an instance of this we 
would point out that the railioay freight from Katni 
iio 'Bombay is at w'^esent B>s* per ton as against 

Ms* 10 in 1915* 

^ 18755. 1. We do not advocate a hard and fast policy of 
either free trade or protection. 

I876t). 3. We consider that tlie articles' imported which 
can be manufactured in this country should be taxed through 
the imposition of a heavier Customs duty. 

18757. 4. We consider that articles such as machinery 
which cannot he manufactured in this country should he free 
from Customs duty. 

18758. 5. The continuance of the existing policy in the 
future would we consider incline to dumping of foreign 
goods. 

187591 6. If a duty is imposed on an article imported 
from abroad we do not consider it right that an excise duty 
should be imposed on the same article #manufactured in 
India as in the case of Cement Government already derive 
their revenue from ].lents, Royalties, etc. 

18760. 7. We would suggest that a distinction be made 
between the Home Manufacturers and the Foreign Manufac- 


turers by adopting the policy followed in Australia in con- 
nection with cement which is a duty of 1 per cwt. on British 
cement and 1-6 per cwt. on Foreign cement. 

18761. 8. There is no reason why the additional duties if 
imposed should increase the price to the consumer provided 
the Indian Railway Companies co-operate by carrying goods 
at a more reasonable rate of freight. 

18762. 9. We consider tbe tariff should be framed with 
the object of fostering Indian Industries. The advantage of 
|,his we anticipate would secure employment to the labour- 
ing classes ana thus tend toward better condition and to 
a great extent ]3revent the seriousness of famine. 

18763. 11, Answered in question 3. 

18764. 12, Answered in question 4. 

18765. 15. We consider special protection should be 
granted by the increase of Customs duty against Foreign 
goods favoured by such measures as dumping, bounties, 
subsidies or transport concession. The facts could only be 
ascertained by finding out the selling price of the material 
in the country of origin for consumption there, freight, 
and the rate at which it is sold in India. There is difiiculty 
however in procuring this information as Bills of Lading 
in many cases do not state the freight and the Shipping 
Companies in England will not divulge the amount paid 
for freight per ton and refer enquirers to the manufacturers* 
who again will not give the information. 

18766. 44-45. The usefulness of;the cement industry in 
India was shown during the war when the Munition Board 
commandeered the output of all the cement Factories. 


Oral evidence 61 Messrs. R. H. Cherry and East, Bombay, dated the 22na February 1922. 


« - 18767. President^Q* Mr. East, I understand that you 
reyx’esent only one of the many activities of Messrs* Killick 
Hixon and Co., Le»j dealing with cement. 

X, (Mr. East.) Yes. 

18768, Q* As the question of . Manganese does not arise, 
I will take- you ^ as representing the cement industry in 
which Messrs. Killick Nixon and Co., are interested ? 

Ak Yes, 

18769. Q. {Mr* Cherry,) You represent the Katni 
Cement a“.d Industrial Co* 7 

A, Yes. 

18770. Q. I will deal first with the Katni Cement Com- 
pany a Statement# Mr. Cherry* You say that the future of 
the cement industry has at present every appearance of being 
seriously hampered on account of the drop in the sea 
freight a^insc the enormous rise in railway freight which 
you understand will be further increased in tbe near 
futuiy, and then you say that the railway fivight from 
Katni to Bombay is at present Rs, 19-8-0 per ton as 
against Rs. 10 in 1915, 

A* That is right. 

18771. Q. You say that this rate of increase is prejudicial 
to your industry iu consequence of a reduction in the sea 
toight from England* 

A» 'Yes. 

18772. Q. Will you please tell us what the sej^ freight is ? 

A* We cannot find out. They have kept it a secret. 

■ I tried my best to get the information from the home 
office ami the home office referred to the home manufacturer 
who would not give out the information. 

18773. Q. Can you form any idea as to sea freights for 
other articles ? 

A* I have never gone into that. 

18774. Q. All of them cannot lie kept as a secret. 

A. We have articles coming out and the freight varies. 
In the case of other articles we can find out the freight 
charge fro!m the bill of lading but in the case of cement in 
thejfreight column it is simply stated ** freight arranged 
here/* 

18775. Q. You infer from this deliberate secrecy iha^ the 
rates mustt be very very low ? 

A- I take it that they are- 

18776. Q* What remedy would you advocate? ?ou are 
now getting an indireeted protection to the extent of 11 per 
cent, wbich is the duty on imported cement . . 

.4. Yes* . „ 


18777. Q. As far as one hears, the cement industry has 
made very large profits. 

A* Yes. 

18778. Q. During the war period, 

A* Yes. 

18779. Q* What is it tliat makes you ask for a special 
protection on the present occasion ? 

A. Well, the cement industry^ can gat along provided 
there is straightforward competition and there will be quite 
sufficient cement in India without the stock from home or 
from abroad. 

18780. Q, I mean whnt is it that you really desire the 
Commission to consider ? 

A* To protect the cement industry in India. 

18781. Q. You have got 11 per cent, protection. Do you 
think til at it is not adequate ? 

A* 1 don’t think so. 

18782. Q* How do you prove that ? You ought to submit 
some definite reasons why you require a further protection, 

A. The importers pay only 11 per cent, duty and we 
have against that to pay ground rent as well us Royalty to 
Government* 

18783 Q. The manufacturers at home do not get their 
raw materials free. They have also to pay Royalty, 

A^ India does not get any benefit out of that. 

18784. Q, I understand that the Royalty for lime stone is 
very little. 

A. If you add the Royalty and the ground rent* it 
mounts up. 

18785, Q. I am afr-aid that I do not follow your reply to 
Question No. 8. 

A. The Railway Company has raised the freight from 
Rs. lOtoRs* 19-8 in a few years and I understand that 
they propose to raise it again. I don't think that it is 
going to help the industry if the rate is raised. 

18786* Q. I want you to tell me what is meant by addi- 
tional duties not increasing the mice to tbe con«umer. Sup- 
posing instead of 11 per cent. Gorernraent were to impose 
a 20 per cent, duty otr cement, who w^Jl pay the exti-a 9 per 
cent, the consumer or the manufacturer ? 

A, I have not put that m-opeiiy. What I meant; to 
was this. If the Railway, Company ware to\dve us 
able rttes, there would be no need for 
the imported cement. 



i8?87. You don’t want an additional duty if tlie 
railway company gave yon reasonable rate ^ from your point 
of view. 

A, Well, put it that way. 

18788. Q. I really want to know what is meant to 
convey by yonr answer. If additional d nties are imposed 
consumer will have to pay. 

A, But if the consumer can buy Indian cement at a 
reasonable price, the railway company givinefus ivaaonable 
rates, there is no need for him to buj the imported stuff 
at all. 

18789. Q, Who is to decide whether the price is reason- 
able or not F At one time Es. 10 would be reasonable at 
another, time when you have not got it in the market, 
Es. 100* would be reasonable. This depoends upon the 
amount of competition that is in the trade. 

A. Yes. 

• 18790. Q, If the additional duty is imposed the market 

rate rises, otherwise there is no benefit to you. 

A. The market rate of imported cement will rise. 

18791. Q. And the market rate of the local cement will 
follow suit. 

A. Not necessarily, with the number of cement factories 
in competition in India. That took place when the demat^d 
was much ^reiter than the. supply in India, but now ft 
comes into straightforward competition among the cement 
manufacturers in India. 

18792. Q. In the Band! Portland Cement Company’s 
sljiLtement it is stated that in 1913-14 the imports of Poii- 
land cement were 179,000 tons ; that during 1921 the output 
<*i works completed in 1914-15 was 100,090 tons ; that in 
1922 the output will be 285,000 tons ; and that in 1923 it 
**will be between 600,000 and 700,0 0 tonSi If the output of 
cement increased so much, the prices will fall. 

A. Of course they will. 

18793. Q. If the prices fall, competition will prevent 
foreign cement from coming into India. 

A, Well, I don't know. 

18704. Q. Bo you not feel that with the fall of prices 
that will ensue as a result of over-production the foreigners 
will not be able to import into India foreign cement and 
compete nfter paying 11 per cent duty ? 

A, That has got to be seen. 

18795. Q, I want j on to tell us what recommendation 
■ you want us to make. 

A* At present cement is being dumped into India, as 
the foreign manufacturers get ridiculously low freights, 
and there is no knowing how long this will go on. 

18796. Q. You require pi otection against damping. 

A. Yes. 

18797. Do you think that dumping takes place ? 

A. Well, it looks like that from the secrecy in the freight 
rates. 

18798. Q. Can you define what dumping is ? ' 

A* Getting surplus out here. 

18799. At any price ? 

A. Yes. 

18800. Q. I)o you think that that is happening ? 

A^ I wo »ld not say at any price. 

18801. Q. 8ir Yithaldas Thickersey told us that Belgium 
cepaent is sold at Es. 65 a ton. 

A. We could not manufacture and put it up in Bombay 
for Ih* 65 a ton. 

18802. Q. Bo you think that Es. 65 is below the cost of 
foreijgn manufacturer ? 
ji; I believe it is. ' . 

- 18863. Q. Can you give us any definite idea as to the 
cost of manufacture in the competing countries P , 

A. (Mr. Uherry.) In England I believe itooats£4a 
ton. 

18804. Q. You said that continental cement was selling 
at Rs. 65, and I ask you whether Rs. 65 is below the manu- 
facturing cost of the cement. 

A. {3Mr. ^Cherry.) One cannot easily ascertain the 
manufacturing cost in the continent. 

18805. Q. Can $fOu give us an idea, Mr. East ? 

A* (Mr. blast.) I do not think I can. 

18846. Q. Unless you can give us this information, how 
can we know what protection you want? You have got a 
protection of 11 per cent, now* 

A. (Mr. Cherry.) My sugisestion is that we do not 
want the protection at the moment but we shall want it 
in the future. This Commission, I presume, is not budget* 
ing for the moment only, but also for the future. 

18807. Q. We cannot anticipate what may happen in the 
future and make recommendations on that matter. If you 
look at the questionnaire you will see that we are asking a 
question to asoertain your view as regards the establishment 


of any kind of permanent organisation for investigating 
the claims of various indusfciies. Perhaps tha!; organisa- 
tion would deal with future claims. I want you now to 
tell me if you have any suggestions to make for any relief 
for which you can make out a case at present in the matter 
of the cement industry. If you cannot make out a case 
for any immediate relief then I believe that we can deal 
only with the general fiscal action to be taken in the 
future- 

A, ( r. East.) That is more or less what we suggest. 

I do not think we want any at pressat. We do not want 
that you should pass over the claims of this particular 
industry. 

1 8808. Mr. ^ N arottam Jk. orarj ee.- — Q. A re ^ railway 
freights very heavy as compared with shipping freights P 
A* (Mr- Oherry.) Yes. 

18809. Q. Are not the railways going to increase the 
freights ? 

A. Well, I do notkn')W. There is some talk about ih 
18810. Q. Will it not make our cement dearer than the 
foreign cement in the market P 

A, (Mr. Cherry.) It depends on how they increase the 
freights. 'I here is some talk of their taking off the surtax 
of Ee. 0-2-6 in the rupee and adding it on to the freight. 
I'his will keep it just as it is now. 

18811. Q. Sir Vithaldas Thackersay was telling us that 
the only ground of unfair competition at present is the dis- 
organisation of exchange. Is that yonr view, or do you 
think that there are other grounds for complaint P 

A. ( 'dr. Cherry.) Well, I think the cement industry 
being one of the important industries of India, should be 
supported by a duty on imported cement. 

18812. Q. We want to know exactly what duty should 
be put on in order to support the indnstry. Therefore, it is 
necessary to see how you are being hit. Is there aiy uu- 
f air competition, and, if so, what are the elements of that 
unfair competition. Is it only disorganisation of exchange 
or is it something else ? 

A. \Mr. Cherry. 1 We cannot tell you. It may be 
dumping. 

18813. Q. You want further protection. What tether 
protection would you advocate P 6 per cent, or 10 per cent P 
It is for you, as an expert, to suggest what amount of 
protection would help you, 

A. (Mr. East.) The only basis on which we can go on 
is Ihe price of |)re-war days. In pre-war days, imported 
cement was selling at Bombay at Hs. 36 to Es. 40. 

18814. Q. What was your price in those days ? 

A. (Mr. East.) We had no cement industry worth 
speaking of then. 

1881*5. Q. You say the present price is Es. 65. QuaUty 
for quality how much would you quote at present P 
A. (Mr. East.) hs. 65 per ton. jjupposing the foreign 
cement came to pre-war price, then it would be quite im- 
possible for Indian cement factories to compete, There is 
no good asking how much duty will protect us, because we 
do not know between now and the end of this year what 
our coal is going to cost us. 

18816. Q. At the present moment, are they underselling 
you ? 

A, (Mr. East.) They are underselling us. 

18817. Q. By what amount ? 

A. (Mr, East.) As far as we are concerned by Es, 10 a 
ton. 

18818. Q,. That means that you are apprehensive that in 
the near future, if Germany pursues her policy of price- 
cutting you would he hit hard ? 

A. (Mr. East.) Yes. 

18819. Q. In that ease, the protection that you would 
claim would be for a long period of time P 
A^ (Mr. East.) The question is whether you are goiiig 
to protect the industry against foreign competition or 
not. - 

18820- Q. What is the course of prices in India since the 
beginning of this year ? 

A, (Mr. East.) They have fallen since the beginning 
of tbe year very materially i. 

18821. Q. Have they fallen below the war prices ? 

A. (Mr. East.) It is very difficult to say. The price of 
Indian cement daring the war was fictitious. It Was a 
regulated price. You can not say that the price has fallen 
in relation to that. The regulate! price was very much 
below the market yrhe which the general public paid. I 
cannot say what the i>ercentage is, but from the beginning 
of this year the price of Indian cement has faWert 'very 

1882*3. Q. During the war what was the price of Englislf 
imported cement here P How do you compare that . pike 
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With the price at which Goyernment bought cement from 
you ? ^ 

A, (Mr.’East.) The price of English cement during the 
war was as high as E.s. 250 a ton. (Mr, Cherry.) We sold 
our cement to Government at Es. 52-8-0. (Mr. East.) 
As far as I can recollect, the last control price was Es. 75 • 
a ton. 

18823. Q* At what time did this German competition re- 
commence f 

A. It has only begun in the last 4 or 5 months. 

18824, Mr* Bhocles* — Q. I want to take you back to the 
■ normal conditions before the war, leaving all these abnormal 
conditions of the last few years. The normal condition in 
India is that the export trade is veiy much bulkier than 
the import trade. Is not that correct ? 

A* (Mr. East.) I think the export trade is much bulkier 
than the import trade. 

18825. Q. That is to say, a lot of steamers have to come 
' here with half -cargo or with no imports ? 

A* (Mr. East.) I think a lot of steamers have to come 
here with half-cargo. 

1882d. Q, That very fact enables us to get cement at 
very low rate. Do you think it is an advantage that 'India 
should lose ? 

A* (Mr. East.) It really depends upon what you think 
a greater advantage, that the cement consuming public 
should get it for a few rupees less or an industry that is 
established in the country should get a few rupees more 
and continue to exist. The industry means a lot of things 
to the country. 

18827. Q. You have now a piv^tection of 11 per cent. 

A* (Mr. East.) Yes. 

18828. Q. If you raise your price under the cover of this 
11 per cent, surely it is not a question of a few rupees in the 
case of a sbig ^building put up in Bombay of reinforced 
concrete. 

A* (Mr. East.) It is a matter of opinion. The present 
duty is 11 per cent. If you add that on to the pre-war 
price of Es. 86, you get Es. 40. Es. 40 delivered in 
Bombay wonld be too low to enable Indian cement 
manufacturers to. compete at all. In the circumstances it 
is a question whether you would allow the foreign 
manufacturers to compete and give the consumers the 
advantage of a few rupees, or whether you would put on a 
higher duty to enable the Indian factories to continue. 

18829. Q. The economic conditions existed Before the war 
when the cement manufacturers put their factories. They 
were not relying on this Fiscal Commission then. 

A. (Mr. East.) It was very much cheaper to make 
cement then than it is now. 

18S30. Q. You are of opinion that the steamers find it 
paying to carry cement to India owing to our large export 
trade 'i 

A. (Mr. East') What the position is with regard to cement 
in British steamers I cannot say, but I know that before 
the w.ir the Government of Germany used to subsidise the 
steamer lines to enable them to give cheap rates, and that 
enabled Germany to build up an enormous cement industry 
which if i>; is to maintain at all she cannot maintain unless 
the subsidies are maintained. It cannot make cement 
cheap. 

. 18831. Q. It is a hot house industry 
A. (Mr. East.) Yes. 

18832. Q. There must be an economic ground^ for main- 
taining that cheap rate. 

A* (Mr. East.) Germany thinks it pays her to establish 
an industry, 

18833, Q, I suggest that the economic reason is from the 
shipping icompanies* point of view ? 

Z(Mr,Ea4.) Yes., 

18834. Q. The recent rise in railway rates was, I suppose, 
necessitated by the actual cost of the railways ? 

A* (Mr. East.) i presume it was. 

18535. Q, If that were taken ofE or reduced they would be 
running at a loss. 

A* (Mr. East.) I suppose they would. 

d88B6 Q, That loss would fall on the tax-payer again? 

» A* (Mr, East.) Of course I am not a railway^ man, and I 
cannot say how much profit the railway companies .make. 

' 18837, Q* Eeally are you not asking us^ to pay a great 
deal of money for your cement industry in one form or 
another? 

A» (Mr.- East.) I do not think it is a great deal. ^ It 
\ seems to me you have got a great deal of Indiau capital 
\i. already invested in this industry, — about 3| crores — and it 
employs a large number of labourers. In our own factory 
we have somewhere about 3,000, You are trying to build 
up Indian industries and if you find that when they are 
- built up the conditions are such that they cannot carry on, 


I think you must support it, I think the prospects of this 
industry are not very good. 

18838. Q, But in the building ^ up of other industries, 
cheap cement forms an item 1 
A. ( Mr. East) It does. 

18833. Q* There is anfimportant point. In their answer 
to Question 'N’o. 6 the Katni Cement Factory say : In the 
case of cement Government already derive their revenue 
from rents, royalties, etc.” Would you tell us what the 
cement industry is worth to the Government P 
A* (Mr. Cherry.) We already pay in rent and royalty 
about Es. 00,000. 

18840. Q, Could you express it in a rate per ton ? 

A* (Mr. Cherry.) About a rupee per ton. 

18841. Q. A rupee per ton of cement is a'direct gain to 
the Government, The indirect gain is the employment of ' 
labour and the payment of income-tax ? 

A. (Mr. Bast.) Yes. (Mr. Cherry.) Then there is the 
sur-tax of 2 as, 6 p. in the rupee on the railway freight. 
That amounts to about 4 per cent. 

18842. Q, That is part of the freight : that is i)art of 
what pro rents your competing. Have you any advantage 
in the npcountry market over imported cement ? 

A. (Mr. Cherry.) Yes, the freight, 

18843. Q. Does it not enable you to compete ? 

A. (Mr. Cherry.) Yes. There is a tremendous lot of 
cement coming to the ports, however. 

18844. Q, Can you define the area of competition under 
present conditions ? 

A* (Mr. Cherry.) I should say competition with the 
imported cement is practically confined to Bombay and 
Calcutta. 

18345. Q. If you get outside Bombay and Calcutta you 
do not require protection. It is only for competing in the 
ports that you require protection ? 

A, (Mr, Cherry.) So far the majority of imported 
cement coming in has been used in the ports. There lias 
been none going upco untry, so far as we know. 

18846. Q, Your competition is only ,in the ports. The 
moment you go outside the ports, for every one mile you 
have an ad-^ntasce of two miles. 

A* (Mr. East.) For every few miles from our factory 
the margin is reduced. I do not say there is no competition 
inside. Tlie question was put to me in Delhi whether I 
would reduce the price of my cement, because the German 
cement was coming in more cheaply than mine, 

18847. Q. That is due to tiie exchange ! 

A. (Mr. East.) Even in pre-war days, when exchange was 
normal, the competition was very severe. 

18348. Q. Even npcountry ? 

A. (Mr. East.) The price in the ports regulates the 
price upoountry. 

18849. M>\ B, A. Mank — Q. What degree of protec- 
tion do you ask for ? * 

A* (Mr. Bast.) We wrote and suggested the alvisability 
of increasing the duty on imported cement as a protection 
to the cement industry which has been developed in this 
Cvmutry since 1914 and in which the rupee capital invested 
is estimated at nearly S|- crores. We do not specify that we 
want any immediate increase. We only ask that it should 
not escane attention* 

18850. Q. You are not asking for any definito protec- 
tion at present ? 

A* (Mr. Enst.) We are not asking for any definite 
protection. (Mr. ChuTy.) Wnat I have in mi ad is that 
we shouli get all our machinery free and the duty of 2| 
per cent, now levied i^n maehiuery should be transrerred to 
the imported cement. 

18851. Q, In your answer to Question No* 7 you refer 
to the duties in Australia on Brhish and foicign cements. 
Do you suggest the same rates*for India ? 

A. (Mr. Cherry.) No. I have only given it as an 
illustration. 

188’>2. Q. What do you ask for yourself ? 

A* (Mr. Cherry.) We do not say we want the same 
duty. 

18853. Q* What duty do you want ? As much as you 
can get I Is that the position ? 

A* (Mr. Oherry.) ' If you could adjust it in this way : 
that machinery should come in free or an article that 
cannot be manufactured in India should come in free and 
the duty on this should be put on to the article that can hp 
manufactured in India, c.y., now on machinery there is a 
duty of 2|' per cent. ; we can get that free and add the duty 
on to the article that can he made in India. 

18854. Q. You mean to raise the general duty of 11 per 
cent, by 2^ per cent. 

A* (Mr. tJherry.) Yes. There is another question and 
that is although machinery is taxed at 2^ per cent*, there 



m 


are some articles pertaining to that machinery ou which we 
have to pay 11 .per cent,, although it is part of the 
machinery, the grinding medium. 

. 1S855. Q. There are a large number of industries which 

depend on cheap cement, and it is of great importance to the 
count! y to get cheap cement, whereas if any protection is 
given to your cement, it must tend to put up the cost of 
production in other industries, I want to ask you on what 
gi’onnds you would justify special protection for your 
industry ? 

A* (Mr. Cherry.) I have answered that in my answer to 
Question No. 9. We had a specific case* After the had' 
monsoon on 1920 there was more or less a severe famine in 
the Central Provinces. We were then employing about 
4,000 people whom if we had not employed Government 
would have had to heep through the famine. (Mr. East.) I 
do not agree that it must necessarily put up the price 
if the output of the country is equal to the demand 
of the country. If the output of cement in the 
country is equal to the demand o£ the country, there is 
no reason why the price should he regulated hy the 
imported article. When you are competing against an 
imported article which is subsidised if you will not extend 
aid towards the industry in the country, then \on are 
prejudicing the local industry, but you are not going to 
benefit the consumer. 

18856. Q. If a protective duty is imposed on the import- 
ed article, what will prevent the manufacturing companies 


in this country combining to put up their price ? It is not 
unknown in the trade ! 

A, (Mr. East.) It is a very difficult thing to do. I 
have experience of combines, and I do not think there can 
he any combines in India. 

18857. Mr, Jamnadas Dwarhadas : Before the war 
India did not manufacture any cement P 

A. (Mr, East.) Quite so. 

18868. Q. And that during the war this industry came 
into existence and now you find that if this industry is to go 
on successfully it must be protected against foreign competi- 
tion. Is that your point P 

A, (Mr. East.) Yes. 

18869, Q. I think that you also feel that the low prices 
of foreign cement are due in the first place to the low 
exchange. 

J.. (Mr. East.) That is it. 

18860. Q. Consequently they would do all in their power 
to kill your competition by dumping P 

A, (Mr. East.) They must do. 

18861. Q. Therefore you think that in the interests of 
India if the industry is to be maintained, you ought to 
have pimteotion P 

A. (Mr. East.) Yes. 


Witness Ko. 1S3. 


A Brief Memorandum of the views of M. L. Tannan, Esq., B. tiom. (Birm.), Bar-at-Law, I.E.S., Principal, the 
Sydenham College of Commerce and Economics, Bombay. 


18862. Although from the point of view of mere 
abstract principles I am inclined tow’'ards Free Trade, 
yet taking into consideration the present economic 
conditions of the country I favour a well-considered 
policy of Protection. In theory Free Trade will un- 
doubtely lead to the maximum of production : provided 
there is perfect fluidity of capital and labour. It is an 
ideal which is not likely to he realised in the near 
future. Free' Trade policy benefits a country whose 
industries are well established and which wants large 
quantities of food stufis and raw materials in exchange 
for her manufactured goods. For a country mth vast 
resources and a large population to depend mainly 
upon the mercies of the monsoon is to court poverty 
and disease. The chief remedy for the present condi- 
tion of this country lies in her industrial development. 
Whereas protection will help to bring about the indus- 
trial regeneration of the country, it is not pretended 
that a policy of protection alone will transform an 
agricultural country into an industrial one. In order 
to hasten the building up of manufactures it is neces- 
sary that a protective policy should be accompanied by 
measures such as technical education, banking 
facilities and transpoH concessions.' 

^ Although indirect taxes are not as economical 

as direet ones, yet it caij hardly be denied that the 
former are more convenient the latter and there- 
fore a compromise of both is restored to all over the 
"world so as to make the tax system equitable and just. 

18864. jfusfc as it is desirable to see that the indi- 
genous industries are developed in this country, I 
think it is equally necessary to safeguard the interests 
of ihe consumer as well as those of the State. I, 
therefq^, ptopose that a graduated ihduatrial tax should 
be levied on the net profits of industrial concerns 
they exceed a certain rate of return on the paid 
yp capital of those conoems. Such a tax will not 
hinder the investment of capital in industrial, under*, 
takings, as net earning to file extent of a fair per- 
centage on the capital will be exempted from this tax, 
and only a comparatively small proportion of the excess 
profits will be payable to the State, as is clear from 
the seliedule given below: In order to encourage in- 
dustrial concerns to build reserve funds, it is sugg^ted 


to treat such funds as paid up capital for the purpose 
of determining the Industrial Tax payable to the State. 


Percentage of net profit* 
on paid up Capital and 
Keserve Pand. 

Taxable pro- 
fits at the 
rates given 
in succeed- 
ing 

column. 

Tax 

per cent, on 
surplus. 

Percentage 
of the net 
profits to 
go to 

Government 
by way of 
Industrial 
Tax. 

Percent- 
age of 
profits 
left for 
share- 
holders. 

10 per cent or under 

1 

Free. 


Cent, 

per 

cent. 

10 „ to 20 per cent. 

10 percent. 

20 per cent. 

2 per cent. 

98 

20 to 30 „ . 

10 „ 

1 30 „ 

S „ 


30 „ to 40 . 

10 „ 

40 .. 

0 .> 

91 

40 „ or over ^ . 

10 „ 

50 „ 

U „ 

- 84 or 


over. 

or over. 

less. 


* To be determined as for tbe purpose of Income Tax, 


18865., From the political and economic point of view 
Imp.riaIPre£erence. 

,, of Imperial Preference is no doubt 
desirable, but I am afraid India, as circumstanced she 
is to-day, has much to lose’ and very little to gain by 
its adoption, as almost all of her exports to the Colo- 
nies as well as to the United Kingdom are either raw 
materials or articles of food and most of her imports 
are manufactured goods chiefiy from the United. King- 
dom. India under the present oirhumstances is unable 
to bear the economic loss which she will have to suffer 
by becoming a party to any general scheme of Imperial 
Preference. This view was supported by the Govern- 
ment of- India in their despatch No. 324 (Finance), 
dated the 22nd'. October 1903, sent to the Secretary of 
State for India, as is clear from the following ex- 
tract : — . 

; ' ' Paragraph 17 (page 5). 

18866. ** 17. Our conclusions then, based on the* 
imperfect information before us, and havkfg^ 
gard to the hypothesis which we have framed 
as to the terms -on -which India might participate 
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in a policy of preferential tariffs within the 
Empire, is as follows: — 


Firstly . — ^That without any such system, India 
already enjoys a large, probably an exception- 
ally large, measure of the advantages of the 
free exchange of imports and exports. 


* 


Secondly . — That if the matter is regarded exclu- 
sively from . an economic stand-point, India 
has something, but not perhaps very much, 
to offer to the Empire ; that she has very little 
to gain in return; and that she has a great 
deal to lose or to risk, 


Thirdly . — ^That in a financial aspect, the danger 
t5 India of reprisals by foreign nations, even 
if eventually unsuccessful, is so serious and 
their results would be so disastrous, that we 
should not be justified in embarking on any 
new policy of the kind unless assured of bene- 
fits greater and more certain than any which 
have, so far, presented themselves to our 
mind.**- 

However if it is found feasible to adopt such a 
scheme of Imperial Preference that India is not required 
to make any great economic sacrifice there should be 
objection to its adoption by this co\mtry. 


Answers to q^uostions. 
General. 


18867. 1. Yes. In view of the present economic condi- 
tion of the country, I favor a policy of discriminating 
Protection. 

18868. 2, Yes, Under the present circumstances of the 
country, a tariff will he a more suitable form of taxation 
than direct taxes, although, theoretically the latter fonn is 
preferable to tbe former one. However, if the tariff is to 
be raised for i3rotecting home industries keeping out 
foreign goods, as far as possible, any increase in the 
revenue from customs is hardly possible, I, therefore, 
sugges't the combination of both, the increase in the latter 
should take the form of a special graduated industrial tax 
to be levied on industrial incomes exceeding a certain 
rate of return on capital as fully explained in my 
memorandum. 

18869. 3, Thes existing tariff should he raised sufficiently 
high, not so much for the purpose of raising revenue, as 
for giving protection to indigenous industries. Even if 
the tariff continues to he imposed for revenue purposes, it 
is very desirable to class certain articles such as precious 
stones, etc., as luxuries and to raise duties in general and 
particularly those on articles of luxury, I suggest that a 
duty should be imposed on all imported yarns of counts 
below 100 and above 20. 

18870. 4. The principles underlying our tariff should he 
changed with a view to give protection to Indian 
industries. 

18871. 5. The existing 'tariff policy has been harmful in 
more than one way to the industries of the country. The 
Indian tariff policy has helped the growth of foreign trade 
at the expense of home trade. Whereas assistance in one 
form or another has been given to the foreign manufac- 
turers to exploit the Indian markets whilst the industi’ioiis 
artisan has been left alone ^ to combat as best as he can 
the growing difficulties of his position. 

It can hardly he denied that the Fiscal policy of the 
Government of India in the past has been influenced 
by interests other than those of this country as 
is clear from the following extract from the Hinute by the 
Hon*ble Sir E. F. G, Law, appended to Government of 
India despatch No. 324 (Finance), dated the 22nd October 
1903. 

- Faragra^h 6 (page 12), 

‘‘fi. Complete, free trade, as it is understood by 
doctrinaires, we have not got in Fndk, since duties 
are admittedly levied on certain articles, and not 
levied, or levied at reduced rates, on others, in 
accordance with what have been assumed to be the 
- interests of local requirements (and of British trade, 

, as regards cotton goods) in connection with their 
importation.** 

It was the revenue tariff policy, which forced the hands 
of the Government of India to levy an excise duty on the 
products of the cotton mills in this country. Although it 
is true, that indigenous industries will he helped by a 
fairly high tariff based even upon revenue principles, yet 
it is extremely necessary to put our tariff on a protective 
basis if the goal of the industrial development of the 
country is to be reaohed. 

18872. 6 and 7. No excise duties need he levied on the 
articles manufaetui^d in India, when the object of the 
duties levied on articles imported from abroad is to protect 
the home (Indian) industries. 

18873. 8, Generally such duties will raise the price to the 
consumer. 


18S74 9. Yes. The advantages anticipated are as 
follows : — 

(1) the industrial development^ of the country result- 
ing in a diversity of occupations which will mitigate 
the evils of poverty and famine ; 

(2) large demand for labour resulting in a rise in 
wages and improvement in the standard of living 
which will in turn improve - the energy and the 
staying power of the workers ; 

(3) relief of increasing pressure of the educated classes 
in the more favoured fields of employment ; 

(4) increase in the monetary receipts of the country 
due to the export of manufactured articles' in 
place of raw materials. 

18875. 10. As far as the main requirements of this country 
are concerned, India may become almost self-sufficient after 
a certain number of years. However, absolute isolation is 
neither possible nor desirable, 

18876. 11. I favour the imposition of protective duties 
on some impoi*ted manufactures. 

18877. 12. I propose to ;select such industries as have 
either favourable conditions, such as the supply of raw 
materials, home market, etc., for their healthy growth or are 
absolutely essential for the welfare and defence of the 
country. 

18878. 13. Yes; the selection should he made on the 
general principles indicated above. 

18879. 14. I propose to confine protection to those 
industries which can, after a reasonable period, stand on their 
own legs, but other industries such as the key industries and 
industries upon which tbe welfare and the defence of the 
country depend, should be protected although they are likely 
to require continuous protection.^ 

188^. 15. Yes. The inf ormation|regarding such meastires 
may he obtained from, the^ British Consuls, the Indian 
Trade Commissioners or the industries complaining against 
such unfair measures. The chief point about the inform- 
ation required is the difference between the export price 
and the wholesale price charged from those buying for 
home consumption. I suggest that a special {dumping} 
duty to the extent of the difference in the home price and 
the export price or to the extent of the difference which the 
unfair measures represent should be levied, 

18881. 16. I am in favour of helping the hand industries 
and in particular the cotton handloom industry, but 1 do 
not think they can take the place of power industries. As 
a very large population of this country is dependent upon 
agriculture which does not provide work ^ for all the year 
roxind, it is necessary that hand industries should ho deve- 
loped so as to enable the agriculturists to increase their 
income. The cotton handloom industry has a good future 
if it is well directed and controlled. It should confine itself 
to certain lines in which it does not have much fear of 
factory competition. Its chief needs are the supply of the 
raw inaterials at wholesale rates and the proper marketing 
of the output. 

'18882. 17. There is some danger of protection leading to 
combination among the protected mannf actui'ers in order' to 
maintain a git^wi-monopoly price hut that can he guarded 
against by legislation, on the lines of Sec. 12 of the Cana- 
disen Tariff Act of 1907 given below 

12. Whenever, from or as a result of a judgment 
of the Supreme Court or Exchequer Court o{ Canada, 
or of any superior court, or circuit, district or 
countiy court in Canada, it appears to the satisfac- 
tion of the Governor in Council that with regard.*- 
to any article of commerce there existe afiy 
combination, agreement 
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among manufacturers of such articles or dealers 
therein to unduly promote the advantage of the 
manufacturers or dealers at the expense of the con- 
sumers, the Governor in Council may admit the arti- 
cle free of duty, or so reduced duty thereon as to give 
the public the benefit of reasonable competition in 
the article, if it appears to the Governor _ in Council 
that such disadvantage to the consumer is facilitated 
by the duties of customs imposed on a like article. 

(2) Whenever the Governor in Council deems it ty be 
in the public interest to enquire into any conspiracy, 
combination, agreement or aiTangement alleged^ to 
exist among manufacturers or dealers in any article 
of commerce to unduly promote the advantage of the 
manufacturers or dealers in such articles at the ex- 
pense of the consumers, the Governor in Council may 
commission or empower any'judge of the Supreme 
Court, or of the Exchequer Court of Canada, or of any 
superior court or county court in Canada, to hold 
an inquiry in a summary way into and report to the 
Governor in Council whether such conspiracy, com- 
bination, agreement or arrangement exists. 

(3) The judge may compel the attendance of witnesses 
and examine thexn under oath and require the pro- 
duction of books and papers, and shall have such 
other necessary powers as are conferred upon him 
by the Governor in Council for the purpose of such 
inquiry. 

(4) If the judge reforts that such conspiracy, combina- 
tion, agreement or « rrangeinent exists in respect of 
such article, the Governor in Council may admit 
the article f i*ee of duty, or so reduce the duty there- 
on as to give to the public the benefit of reasonable 
competition in tbe article, if it appears to the 
Governor in Council that such disadvantage to the 
consumer is facilitated hy the duties of Customs 

. imposed on a like article. ** 

However, it may he added that combinations and trusts 
are partly the outcome of modern industrial and economic 
conditions such as keen competition and economies of pro- 
duction. Such combinations and trusts may be found even 
in Eree Trade countries such as has been the case in .the 
United Kingdom (Coats Cotton Syndicate and Lever 
Brothers Soap Trust). 

18883. 18. Yes, it is probable that if protection is adopted, 
foreign industrial firms will endeavour to establish them- 
selves in this country in order to get the benefit of the 
toifE wall. 'While I am not in favour of keeping them out, 
it is desirable that they should be registered in this countx’y 
and that half of the capital and half of the number of 
directors of each such concern should be Indians. When 
snflScient Indian capital is not forthcoming in spite of the 
genuine efforts on the part of the promoters. Government 
may allow foreign industrial concerns to establish them- 
selves in I ndia,^provided the option of acquiring such con- 
cerns on certain terms for the benefit of the counti*y is 
reserved for the State. 

18884* 19. It is possible but there should he no difiSoulty 
in adjusting such conflicts of interest. 

18885. 20. Generally the whole of the impoi't duty is 
passed on to the consumer in a rise of price but it is possible' 
that in Ct*rtain cases it may not happen. For instance, if 
hy the levying of 'the duty the demand for the article is 
very much reduced, the whole or part of the duty may he 
borne by the manufacturer of the article if its cost of 
production would go up by an appreciable reduction in its 
output 


18886. 21.^ No. Internal competition will in most oases 
reduce the price. 

18887. 22. Yes. 

18888. 23. In the case of a protective tariff the question 
whether the article is necessary or not, need not affect our 
fiscal policy to any large extent. 

x 85S9. 24. Not to a very large extent. The increased cost 
would, I believe, be wholly covered by a rise in wages or 
salary for [a) the industrial wage earner, in the first place 
and for f h) the agricultural w age earner, after some time. 
It will take a very long time in the case of (c) the middle 
classes. 

18890. 25. It will curtail the foreign trade of India but 
will increase her heme trade. 1 he foreign trade of a coun- 
try is often only a fraction of its total trade. (The foreign 
trade of D. S. A. was recently estimated by Mr. Woodrow 
Wilson to be only 4 per cent, of the total trade of that 
country.) 

18891. 26, 27, & 28. It might hut as Indian exports are 
mainly raw materials and food products, India has not 
much to gain hy having a tariff which could be used for 
bargaining with other countries. 

18892, 29. I proposeEthat a Tariff Commission consisting 
of the representatives of commercial, industrial and agricul- 
tural interests aided by Government and other tariff 
experts should he appointed to investigate the claims of 
various industries from time to time and to help the perio- 
dical adjustment of tariff rates. 

18893. 30. Export duties may he levied for raising revenue 
for conserving national resources or for retaliating against 
the foreign countries. 

18894. 31. Generally the export trade suffers by the impo- 
sition of export duties hut thej^ may be levied to a moderate 
extent without any api^reciable injury to the trade, in cases 
where the exporting country has a monopoly or a qttasi^‘ 
monopoly of the articles and the demand for them is more 
or less inelastic. 

18895, 32. Yes. Only injsucb cases where the supply of 
the raw material is comparatively limited and is likely to he 
exhausted soon if its export is allowed. 

18896., 33. Yes. Agricultural interests may suffer a little, 
hut that disadvantage can be counterbalanced by earmarking 
a certain percentage of the revenue from these duties for 
the improvement of agriculture. 

188i^7. 34. No. 

18898. 35 & 36. Although I am in favour of the idea of 
Imperial Preference I do not think that India, circum- 
stanced as she is, will he justified in risking any appreciable 
economic loss for the sake of Imperial Preference. 

18899. 37, 88 & 39. I believe India will lose substantially 
l>y a system of Imperial Preference. There is also some 
fear of retaliation by foreign countries against India. 

18900. 40. Yes. By raising the duties on goods coming 
from foreign countries the competition between foreign and 
British manufacturers in the Indian market will he 
lessened, with the result that British manufacturers will he 
in a position to charge higher prices and thus the price to 
the Indian consumer will be raised. 

18901, 41. A systems of Imperial Preference will no doubt 
increase the value of imports and may decrease the value 
of our exports resulting in the diminution of India’s 
favourable balance of trade. 

1B902. 42. The diversion of trade resulting from Imperial 
Pi'eference will, no doubt, have an adverse effect on India’s 
trade position. 


The Committee reassembled at the Committee Room in the Secretariat* Bombay at 11-16 a.m. when owing to the 
absence on account of ill-health of the President, Sir Maneckjee Dadhabhoy presided, 

Mr. Tannan, Principal of the Sydenham College of Commerce, was called in and examined. 


18803. Sir Ma7iechjee Dadhabhoy,'-- Q. How long have 
you been the. Principal of the College P 

JL. Just 18 months. 

18904. Q, I see from your statement that you are in 
favour of abstract free trade? 

A. Yes, I favour free trade as an abstract proposition. 

18905. Q, You think you are in favour of a well con- 
sidm-e^policy of protection ? 

18906. Q. What do you mean hy * well considered. ’ ? 

A, That is, I don’t want to give wholesale protection 
without considering the question whether certain industries 
are likely to be developed in this country or not. I should 
like to give protection to those industries in the first 


instance which are likely to develop within a certain 
period. 

18907. Q. Then you are a discriminating protectionist P 

A, Yes. 

18908; Q. You would give your support to such -indus- 
tries which by the State aid can be made to stand on their 
own legs P 

A, Yes. 

18909. Q. You would not give protection indiscrimi- 
’ nately to all ? ' 

X Of course not- . ‘ 

18910. Q. You say that the chief remedy for the - 

condition of this country lies in her industrial deveropfbent. 
Bo you think that the industrial development if taken up 
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will intei’fere with the progress of agriculture in this 
country ? 

A, No, I don’t think it wilL 

18911. Q. Do you think that the agricultural indosti\v 
will suffer by the diversion of labour ? 

A. No doubt it will suffer ; but it will be very little. 
18912. Q, It won’t take away men wholesale from agri- 
culture P 

A, No. Of course certain amount of diversion is bound 
to take place, but that diversion will not in kny way harm 
agi’iculture in this country. 

18913. Q, What is your opinion at present about the 
pressure on land ? 

A. My idea is that on account of the fact that land is 
divided and subdivided agriculture is not carried on as 
economically as it ought to be at present. 

18914. Q. Have you got any proposals for the develop- 
ment of agriculture as an industry ? ^ ^ ^ 

A, .liy own idea is that there are certain things which 
may be Jone for the development of a-griculture, such as 
starting of agricultural schools and colleges, agricultural 
model farms, and so on. But I have not given any special 
attention to the subject. 

18915. Q. Model farms have been started? 

A, Yes in certain parts of the country, but so far they 
have not done that amount of work which I should like 
them to do. 

18916. Q, Would you make any suggestions as regards 
bettering the rural population, I mean in the matter of 
giving them instructions in agriculture ? 

A, I have no suggestions 
1 8917. Q, Have you not considered that ? 

A. No. 

18918. Q. You speak in your note about ihe graduated 
industrial taxation, on the net profits of industrial concerns 
when they exceed certain rate of return and then you 
give a table showing kow this can be done. Do you think 
that it is a feasible scheme ? Would it not be absolutely 
burdensome to the customs authorities P 

A* I don’t think there ought to ibe ^any difficulty. Just 
as profits are found out for the purposes of assessing 
income-tax so’profits can be found out for the purpose of the 
industrial tax. 

18919. Q. We have at j>resent,a gi'aduated income tax,^ 
A, Yes, Ihere is an income tax, hut there is no industrial 
tax. Income tax has to be paid by every body whether he 
is engaged in India in any industry or commerce or if he 
holds any employment. But I want that inasmuch as these 
industries are going to profit by the tariff I want them to 
contribute something towards the public exchequer in 
return for the concessions, 

18920. Q. There ai’e one hundred and one industries. 
Don’t you think itiwould he very difficult to bring all these 
industries under tliat system of taxation ? 

A, I don’t think there will be much difficulty. 

18921. Q. You think it is feasible P 
A, I ihink so. 

18922, Q, Will that bring revenue to tSfovernment ? 

A. Yes, certain amount of revenue. ' 

18923; Will not that proposal come in conflict with 
the present income tax P 
d* Ther*e is no reason why it should. 

18924- Q* Will n^ overlapping take place ? Some indus- 
try may shave to pay both income tax and industrial t.a. 
How then will you make the two work ? 

A* I think that income tax is to he levied of course 
without giving a»ny exemption* But^ here in the cas(^ of 
the indusiarml tax it should be levied only on the excess 
profits. Say if the • profits exceed 10 per cent, then the 
State should tax the excess. 

18924. Q* With regard to the question of Imperial 
you agree with the Government of India Despatch 
of 1903 P In fact you have pn-actically adopted wholesale 
their views ? 

A^ Yes, I have quoted that despatch in support of the 
views I have expressed here. 

18926. jQ. In your opinion India is not required to make 
any economic sacrifice ? ^ 

jd.. The economic sacrifice which it will be required under 
the Parifementary authority, India is not in favour at 
present* 

1^927* Q. You think preference can only be in the 
interests of India under reciprocal basis? 

A* Yes. 

18928. Q, Not otherwise ? 

A. No. 

18929. Q. You say “ I bugge-it that a special (dumping) 
duty to the extent of the difference in the home price '.nd 


the export price or to the extent of the difference which the 
unfair measures represent should be levied.” I would like 
you to develop that. 

A, Take the case of cott(m cloth of a particular type. 
If it is sold in England at the rate of 2®. a lb., for the 
purpose of export it would be sold at or 1^. 9cL 

Then to that exter.t I should levy dumping duty, that is 
the difference between the export price and the home price. 
Of course I mean wholesale price. 

18930. Q, How will you manage that ? Would you have 
a standing legislation or would you have executive instruc- 
tions ? I)o you understand the point P Goveiument might 
adopt a fiscal policy and fix some duty on the imported 
articles. At a particular period dumping may begin. How 
would you then regulate the duty ? 

A^ My idea is that an industry which has a complaint 
against dumping should approach Government and the 
Government should go into the question and then put the 
duty. 

18981. Q. The mischief you wish to safeguard against, 
might have been done by that time ? 

A. It is quite possible to avoid it. 

18932. Q. How ? 

A, It can be avoided in this way. Suppose we have a 
permanent Tariff Commission, a sort of advisory commission. 
This Commission may be given power to asse.ss this 
dumping duty. 

18933. Q. You w'anb a standing Commission ? 

A. Yes. 

18934. Q, You want that it should always exist ? 

A, Yes, a sort of advisory Commission to the Legislative 
Council, but in certain respects powers maybe given to that 
Commission to act without referring to the legialaiure. 

18935. Q. Will it he an all-India Commission ? 

A, Yes. 

18936* Q. How do you expect them to work ? You have 
got big customs centres lixe Bombay, Calcutta, Ivaraclii, 
Madius and a number of other places. j)o you want this 
to be a perigrinating commission ? How will it manage its 
work ? 

A, Of course it will have rein'esentatives of industries, 
commei’ce, etc, 

18937* Q. You don't expect them to he going from one 
place to another? Supposing a certain industry send.s a 
complaint to the Government that a particular countiy has 
adopted dumping with regard to a particular case* Then 
the complaintjwillihe forwarded to this tariff Commission. 
There may be monthly or quarterly meetings and by ihe 
time the steps that are necessary are decided on and action 
taken some ham will be done. Would it not be simple io 
depute the customs officers with this power ? 

A, I think it is better that there is a commission, 
because I don’t think I can leave it to customs officers, 

18938. .Q, What are your objections? 

A, Well, my first objection to leaving this to ihe customs 
officers is that there is^ a chance of, I won’t say exactly 
corruption, but of their being misled. 

18939. Q. But is any country free from <*omipiion ? 

A. I should like to avoid it as far as possible. I do no! 
say that countries are free from that, 

18940, Mr, Bliodes. — Q. May I know whether ihe 
Indian ('ustoms officers are free from it ? 

A, I should think they are free from that. I have had 
no complaint. 

Sir Maneclsjee Dadahhoi /. — I quite endorhc that. 

18941. Q. You say that in the case oC a protective tarifi' 
the question whether the article is necessary or.noi, need not 
affect our fiscal policy to any large extent. IVliy do you 
say so ? ^ ^ ^ ‘ * 

A, The po.sition is this. So far as the major portion of 
the population is concerned there are very few imports 
which may be called necessaries. 

18942. Q. My point is why should it not be taken into 
consideration lin regulating our fiscal policy whether a 
particular article is a necessary of life or not ? 

A. Because if we do not tax articles because they are 
necessaries of life, how are we going to develop our 
industries ? 

18943. Q* Then at the sacrifice of necessaries of life you 
would regulate your fiscal policy so far as protection h 
concerned ? 

A, Quite so. 

18944, Q. In other words, you would go to the extent 
ofTstarving your consumers if you consider that your 
industries should he protected ? 

A. Yes, because the whole eountiy wiB be benefited by 
it. If I am convinced that the industries will be 
by it, I do not mind the consumers hit. 
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38945. Q. What are the necessaries of life? Will you 
lake cloth as a necessary of life ? 

A, Yes, it is a necessary of life to certain people, ini- 
’ ported cloth. 

■ 18946. Q. Why “ to certain peo]ple *’? 

A. Because my idea is that a veiy large proportion of 
the population do not use imported cloth, nor even mill-made 
cloth* 

18947. Q. What else will you take as necessary of life? 
Foodstuffs ? 

A, Yes, certain foodstuffs. I do not think sugar is such 
a necessary. 

18948. Q. Grains, pulses, etc. ? 

A. Yes. 

18949. Q. Will you regard kerosene oil a necessary of 
life ? ' ' 

A, Yes, to a certain extent, Jjecause it is not absolutely 
necessary for the major portion of the population. 

18960. Q. Taking your analogy you would put heavy 
import duty on cloth even if it would be oppressive to the 
masses ? 

A, My idea is that taking into consideration the present 
position of industry I do not think a very heavy duty is 
needed. 

18951. Q. What is the .duty that you think is a fair, 
duty in the matter of cotton cloth ? 

A, I should like to distinguish cotton cloth of various 
kinds. If they are of finer fabric I should certainly levy a 
high duty of 20, 25 or even 30 per^ cent. In the case of 
cloth of low counts I do not think we need go higher 
than 11 per cent, as it is now* 

18952. Q. You would keep the present duty ? 

A* Yes. 

18953. Q. Bo you think’it has the effect of protecting 
the industry ? 

A, To a certain extent it does, though I believe that the 
Indian mill industry is fairly strong to stand on its 
own legs without much assistance. 

18954. Q, You know there is a countervailing excise 
duty of 3J per cent. So Ithat margin between 11 per, cent, 
and the 3| per cent, affords protection P 
A^ Yes, for this industry. 

18955. Q. Textile of any particular kind ? 

A, Coarser cloth. 

18956. Q, You are not in favour of exceeding thisiliraitP 
“^A. KTo. I do not think there is any need. 

18957. Mr.Jamnadas Dwarhadas. — Q. I want to clear 
up this point in your answer to question 33. W^®^ 
that in the case of protective tariff the question whether 
the article is neceaftary or not need not affect our fiscal 
policy, I think this view is based on^ the assumption that 
the masses of the people do not use imported cloth. Only 
a small fraction of the people really use imported cloth. 

A^ Yes. 

18958. Q. So that if you have an import duty it will not 
heavily tax the masses ? 

'13*0, no. 

18969. Q. ISfow I should like you to elaborate a little 
your theory of ^’aduated^industrial taxation. You have 
explained in detail. 

A* My idea is that we want to develop^ our industries 
and in order to do so we must raise our tariff wall. If we 
raise our tariff wall no doubt it will hit the consumers to a 
(sertain extent. We want our Government to take steps 
by which these industries should be developed. In return 
for these concessions the industries may be asked to pay 
these tax provided the profits exceed a certain percentage 
which ought to he consideroi a reasonable return on the capi- 
tal invest^. Thus in the case of excess profits I should 
like the Government to share the profits to the extent of 
2 per cent, if the total excess profits are 20 per cent, so that 
the ultimate effect will he that the induslries will not he 
hit and the Government also will have its revenue. In 
that way I say these industiies will pay , something in 
turn for the concessions. 

18960. Q. I shall put it to you this way. You are 
giving protection to industries in order to give an impetus 
to those industries, aren’t you P 
. An Yes* , 

18961. Q. If you put heavy duties like that on these very, 
industries which you want to develop in the country, don’t 
you think you will he defeating your own object P 
A, No, I am soiry to differ from you, because in the 
first instance, I do not think the tax will he very heavy, 
htamm as you will see from colwm 4 of the table {p®^ 2 of 
the statement) that supposing an industry makes a profit of 
20 per cent. Government getslperceni and theremaming 18 
per cent, is .left for the shareholders. I think the industries 
hould not grumble to pay such a small share of their profits. 


18962. Q. Then, coming to your answer to^ question 8 you 
suggest that a duty should be imposed on all imported yarns 
of counts below 100 and above 20. Of course you ‘know 
that at present yarn is exempted from duty. 

An Yes. 

18963* Q. Don’t you think that it is a right policy f 

A, No, I will exempt up to 20, because the Indian spin- 
ning industry does require protection. 

18964. Q. We have been told by many witnesses that if 
you put an import duty on yam tlie handloom .weaver will 
suffer. Is there any truth in that statement ? 

A. As far as my experience goes, I was connected in a 
way with the hancUoom industiy in the Punjab, my opi- 
nion is that the handloom industry to a large extent uses 
yarn of lower counts, counts lower than 20. There are some 
looms which use higher counts, but it may be possible to 
compensate them in some way or another.^ I have not 
considered that question in detail, hut I think it will be 
possible to compensate the looms which use yarn o£ over 
20 counts. We want to develop the spinning of yarn of 
finer counts in India. 

18965. Q. Do you expect that in course of time you may 
be able to supply all the yarn P 

An Yes, most of it. 

18966. Qn And also for exporting purposes ? 

An Yes. 

38967. Q. That means it adds to the wealth of the 
country P 

An Yes. 

18968. Qn You speak of the dangers of combination and 
you quote from the Canadian Tariff Act' by way of argument 
that the legislature can control any effort at an unfair 
combination. But do you think that for a long time to 
come there is any possibility of danger of snch a com- 
bination here in India P Don’t you think that is a very re- 
mote danger? 

A. There is a chance, I may not regard it very remote. 

38960. Qn You have it in the immediate future? ^ 

An My idea is there is a chance ; I should think the 
chance is not very remote. At the same time the probabi- 
lity is that in the near future there is not likely to he any 
attempt of this kind. 

18970. Qn Don't you think India is industrially backward 
that there is mot likely to be that danger just at the present 
moment ? 

A, It is true that India is industrially backward. But 
I do not think that is any reason why there should be no 
damper of combination. 

18971. Qn There is another point.^ India is not a small 
country. There will be interprovincial competitions and so 
it is not likely, f don’t you think so, that this danger j can 
really prove so very great ? 

An I don’t think it will prove so great particularly if we 
have some legislation of this type. 

18972. Qn You would not advocate any legislation until 
such. a contingency arises ? 

A, It is possible to wait for some time until there is some 
evidence of that effect. 

1897S. Q. In answer 29 you want a Tariff Commission. 
You will admit, won’tjyou, that whatever pennanent board 
is appointed for this* purpose, it will have an advisory 
capacity ? 

An "fes, to the Legislative Assembly. 

18974, Qn I think you said to Sir Maneckjee Dadahhoy 
that you would give some power to this Board. 

A. Yes, certain powers with regard to the levying of 
dumping duty and so on. Otherwise this Board will be 
advisoi’y. 

18975. Q. But all that the Board does should be sub ject 
to the sanction of the Legislative Assembly ? 

An Quite true. But it is quite possible that there may 
be a need for dumping duty to prevent dumping. In those 
oases the Board may for the time being act in anticipation 
of the sanction of iiie Legislature. 

18976. Q. Subject to the final approval of the Legislature ? 

A, Yes. , . 

18977. Qn Have you any idea of the constitution of this 
Boai*dP 

A» I think it will be better to bare representatives of 
commerce and industry as^ well as agricultural interests 
together with some statisticians who may he experts .in 
tariff affairs. 

18978. Qn Would you not have a standing committee like 
the Standing Finance Committee of the Assembly P 

An Yes, there may he some members of * the Legislative 
Assembly on it. 

38979. Q, If the Government is going to adopt a policj* of 
protection, would you not consider the crux of such a 
an absolute necessity f ^ 
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i. oi i j fesy I would. 

18980.^ Munt, — -Q. I want to ask a few questions 

about ibis industrial taxation that you propose. In the first 
place, you say that you propose it to safeguard the interests 
of the consumer. 

Consumers in this respect that the consumers will 
benefit if the public revenue is benefited by this tax. 

18981. Q. When you speak of consumers you mean the 
public purse P 

A, Public purse of course aneans the people of the 
country in general, the tax-payers. 

18982. Q, When you say safeguard the consumers ’* 
you really mean the tax-payers ? 

A,, Yes, tax-payers. On account of this tax it may be 
possible to have a sort of preventive effect upon industries 
which charge fabulous prices because they will have to pay 
a good portion of the excess profits over 40 per cent. In 
other words there won’t be the same temptation to put up 
prices as in the other case. 

18983. Q. But you just said that your tax will not 
discourage industries because it will be very light. 

A, To the extent of 40 per cent. Over and above that 
the ^profits are shared with the Government, and so there 
won’t be the same temptation to put up prices as in the 
other case. 

18984. Sir ManechjeeDadahlio^. — (President.) I do not 
think you follow Mr. Mant. In answer to my query you 
stated that the effect will not be very considerable. ITow 
you say it will have a preventive effect. The two are 
inconsistent. 

A, If a certain industry is already making 40 per cent, 
and over a portion of the excess profits will go to the State. 
So there won’t be the same temptation to put up prices as 
when all the profit went to that industry. Largely on 
account of that fact the public purse will be benefited* the 
tax-payers to a large extent, and to a small extent the 
consumers, * 

18985. Mr* Mani* — Q. That is really what you mean. 
Will you tell me what you mean by an industrial concern ? 
You arc levying a tax on the profits of industrial concerns. 
That is rather a vague expression. 

A. I thought the Tariff Commission which it is proposed 
to appoint will ^ consider that question and define an in- 
dustrial concern in such a way as to meet all requirements, 

18986. Q, You are una1i)le to furnish a definition ? 

A, I havyiot considered that point. 

18987. Q. Can you give us any idea on which we can 
frame the definition ? To begin with do you mean companies 
or finns f 

A, I include both, concerns as well as companies. 

18988* Q, Would you include an individual who has a 
little flour mill in a stream ? 

A» Probably not, I should lay down certain minimum 
capita and minimum profits. I have not considered it, 
however, 

18989. Q. I only want to get a rough idea, 

A» 1 should not include the small man who Ims got a 
small flour ^milL I . shotiid lay down certain minimum 
profits and certain minimum capital, 

18^0. Q* I understand you to say that this industrial 
tax will be in addition to the income tax ? 

^ Yes. 

18991. Q, Coming to the table that you have given 
regarding the taxable profits 

‘ A. The surplus over 40 per cent, will be divided between 
the industrial concern and the State. 

18992. Q, Suppose the profit is 100 per cent. What 
amount will the State get ? 

A. ’The State will get 44 per cent, of the profits. 

<18993. Q. You said in answer to Sir Mancckjee Badabhoy 
that it will be so small that it would not discourage the 
industry. 

A* the industry will not be discouraged as long as the 
capitalists are assured of a reasonable return. 

18994. Q. You tliink that it will be no discouragement to 
a company promoter to be told that if he makes 100 per cent, 
the State will take 44 per cent. ? 

A. As a matter of fact if you look at this table you will 
find that it will work out at 39 per cent, exactly, 

18995. Q. I made it.44, but we need not trouble about 
that. You say that a duty of this kind won’t discourage the 
industry ? 

A, I* don’t think that it will in any way discourago the 
industry, 

18996. Q. I should doubt it myself. As regards the 
qucfatioii ctf a duty on yarn, you said that you had some 
experience of hand weaving in the Punjab. What were you 
domg in the Punjab ? 


A, My people are engaged in cloth business. There is a 
hand loom factory in Gujvat. 

18997. Q. I understand that your object in proposing a 
duty on yam is to encourage the spinning mills in India ? 

A, Yes. Particularly of the finer counts. 

18998. Q, I understand that most of these mills arc 
interested in weaving also ? 

A, Yes. 'Eiey areiinterested in weaving also. 

18999. Q. Tlie sjnnning and weaving industries are closely 
allied. I understand that there is competition between the 
hand loom industry and the mill industry, 

A, I do not think so. 

19000. Q Who are the main competitors of the hand loom 
weavers ? 

A, As a matter of fact in', certain goods there is competi- 
tion. In other goods there ds not much competition. At 
present the hand loom weavers are weaving cloth of sjxxdal 
designs or varieties which arc wanted for local consumption. 

Q. Is it not that because they cannot compete 
with the mills in other designs ? 

A, The mills are able to produce at a lower cost of produc- 
tion those cloths which are to be produced in very large 
quantities. There ai*e certain kinds of cloth which are 
wanted and which the mills cannot manufacture. 

19002. Q. Do not the mills keep out the hand loom 
weavers from that field ? 

A. I do not deny the fact that the mill industry has liad 
an adverse effect upon the hand loom industry. 

19003. Q. I amimerely pointing out to you that your 
main competitor is the. hand loom. Who else competes wdlli 
the mills ? 

A, In certain kinds of textiles they do compete, but in 
other kinds there is not much competition. 

19004. Q. But whatever competition there is, lit is 
between tbe’hand loom and machine. 

A. Yes. 

19005. Q. I understand that there is no very great -'com- 
petition between the imported cloth and the hand looms. 
The competition is between the mills and the hand looms. 

A, Yes. 

’ 19006, Q. Then would it not be unsafe to put a protec- 
tive duty on yarn ?llt will put all the wea/ing^ mills who are 
the mmn competitors of the hand looms in a position 
to crush the hand loom industry by putting up the price 
of yaim. 

A, But on account of internal competition spinning 
mills will come into existence. 

19007. Q. The view has been put before us that it is 
rather unsound, to give a trade competitor the power to 
crush out its trade rival. 

A, Personally I do not think so. 

19008. Q. In answer to question 18 referring to foreign 
firms, you say that you are not in favour of keeping them 
out. But you suggest, I undei-stand, that they should not 
he allowed to come in uotil efforts had been made to float a 
company by Indian promoters and the promoters have 
failed. 

A. l!lot exactly by Indian promoters. They may be 
foreigners. But first you should invite applications from 
Indian people. 

19009. Q. You would not have a foreign fim take up 
business in this cowxAsj unless you have tried to float a 
company in the counti'y itself and have failed. You say 
that when sufficient ilndian capital is not forthcoming in 
spite of the genuine efforts on the part of the promoters, 
Government may allow foreign industrial concerns to estali- 
lish themselves in India. 

A, I mean the promoters from other countries. If the 
promoters of a company want to establish an industry they 
should give an opportunity to the Indian people to go iit 
for the shares of that industry. 

19010. Q* You mean the foreign promoter. He has got 
first to attempt to float a company in this country and only 
if he fail will you allow him to go to the London market. 
Do you think that is a feasible working proposition ? 

A, I do think that there is a certain amount of 
difficulty. But I thinlc that if industries in this country 
are to be developed in the interests of this country, then I 
think some such condition is necessary. 

19011. Q, Do you think that you would get a good 
response from the Loudon market if you went tlicu'c and 
said I tried -to float this company in India but no one will 
look at it. NVill you put your money into it ?” 

A, My answer to this question is this, SupjKHsing that 
he wants 50 laldbs, let’ him get 25 lakhs at home and give 
the remaining 25 lakhs here. 

19012. Q. That is rather a different propoiitioc* Don't 
you see any difficulty is it ? ' 

9^2 



844 ! 

A, There is a certain amount of difficulty. 

19013. <8. In your answer to question 41 you say A 
system of Imi^erial Preference will no douht increase the 
value of imports and may decrease the value of our exports 
resulting in the diminution of India’s favourable balance 
of trade.” Will you please explain why it is bound to 
increase the value of imports P 

A. Suppose we have a general tariff ^ of 25 per cent. 

The import will be decreased to a certain limit. But if we 
give preference to let us say the United Kingdoin to the 
extent of 10 pei* cent., our imports will inci^ase in that 
case as compared with the tarift as a whole which allows no 
preference. 

19014. Q. We have a general tariJf of 11 per cent. Do 
you say that if you raise it to 25 per cent, on foreign goods 
and to 15 per cent, on Empire goods, it will increase the 
value of our imports ? 

A The imports as compared with the present tarih: of 
course will not increase. What I meant to say is th^t 
imports will increase as compared with the tarifE when 
tlierc is Imperial Preference. The imports will be more 
than it would be if there is no preference. 

19015, Q, Surely that depends entirely on how high you 
put your larifl; p 

A. If wo put a tarifE of 25 per cent., our imports are 
bound to go down to a certain level. But supposing we 
give preference to England to the extent of 10 per cent, 
our imports will inci’case. There are two questions here : 
raising the tarifE without preference and raising it with 
preference, 

lOOiO. Q, Y ou are assuming that preference will he given 
by reducing ithe duty. But I say that preference might he 
given hy increasing t!re duty, as compared with the present 
duty. 

li does not mean that if we want to raise our tariff 
to the extent of 25 per cent, preference wilTbe out of that 
. 25 -per cent. ^ 

19017. Q. As pointed out in the questionnaire there are 
several ways in which we could give preference. One way 
is by retaining the general duty as at present and lowering 
it for British goods. That of course could increase imports. 
Another is by ^maintaining the present rate ^ for Empii^e 
goods and raising it on other foreign goods. 

A, Not in that case. In that case there will be no 
increase. 

19018. Q. You were assuming that we were going to 
reduce our tariff to the Empire. 

A. I do not think my idea is that we are going to reduce 
tlie general tariff ’ What I meant is this. If we raise 
our tariff to-day to 25 per cent, the imports will go down. 

If after 6 months we give in'eference to Great Britain 
tlien our imports will increase. 

10010. 8* 1 understand that you admit that if we give 
preference by paaintaining our present rates on tbe Empire 
- goods and raising the rates on foreign goods that vrill not 
increase our imports, 

A. Yes. 

10020, Q. So your answer requires modification to that 
extent. Now would you explain to us how it would decrease 
the value of our exports P 

A. It will decrease because certain foreign countries are 
bound to retaliate. 

10021. Q. Wm they P 

A. I believe there is every chance for tliat retaliation. 

l902i, Q. That is the reason for your statement that ^he 
value- of our exports will be reduced ? 

4* Yes, 

Mif. BMcu 

10023. Q. Do you really think that there is great com- 
petition at present between the hand looms and the mill 
industry? ^ 

A. In certain lines there is competition. 

1^24 Q. So far as my knowledge goes I think at present 
hand looms either produce coarse khadi or very fine things 
such as Kasi silk or Madura cloths, etc. These have never 
been produced by the mills. Therefore I do not think at 
all there is any keen competition between the hand looms 
and the mills. 

A, 1 thought, as I explained myself to Mr. Mant, that 
there was competition in certain lines, and that in other 
lines there was no competition. Take the case even of 
Madi and chaddars, Thei'e is competition, 

19025. Q, Ido not think any large quantity of bed sheets 
and chaddaf* s are produced by the hand looms. 

A, Tiiey are not produced nowadays because of the mill 
competition. 


19026. Q* When were they produced P 
A, About 20 years ago. 

19027. Q. The finer counts or the coarse counts ? 

A, Counts of 20s aud 30s. 

19028. Q. At present there is no competition ? 

A. Not much. 

19029. <2. Are you aw^are of the fact that recently there 
has been a tendency among the piu'chasers to purchase only 
such products of the hand looms which contain purely 
swetded yarn ? In those circumstances, do you think that 
it will affect very much the hand loom in* lust ry if a 
moderate duty is imposed on the iuiport of foreign yarn ? 

A. No. 

19030. Q. Because as a matter of fact people do not like 
to purchase such products as contain foreign yarn. 

A, Yes. It is so. 

19031. Q. Coming to the question of industrial tax, do 
you include. commercial houses also ? 

Ai, N<'. Purely industrial concerns. 

19032. Q, How would you calculate the percentage of net 
profits P Ou the basis of tne original paid up capital P 

Paid up capital and reserve fund and undivided 
profits. 

19033. Q. Reserve fund and other funds P 
A. No. There may be a fund on account of depreciation 
of machinery. I would not include that. I will take only 
undivided profits. 

19034. Q. A company floated with a capital of 3 lakhs 
might have at present a reserve fund of 2 lalchs, and it 
would be a very serious thing for that company if you 
calculate the piu'centage of profits on the basis of the 
originaLpaid up capital. 

A, No. I would not calculate on that alone 
19035. Q. On page 1 of your evidence you say that 
although indii'ect taxes are not as economical as direct ones 
yet it can hardly be denied that the former are more 
convenient than the latter. Do you think that direct taxes 
are more economical ? 

A. Yes. The collection costs less in the case of direct . 
taxes. 

19036. Q. My information is quite the other way. There 
are only 4 or 5 ports, and we import through tliose ports, 
and therefore so far as the collection is concerned, the cost 
is less. 

A. My idea is that the cost in the case of direct taxes 
is less than in the case of indirect taxes. 

19037. Q. In the case of indirect taxes the Jndian States 
also contribute something. In the case of direct taxes they 
don’t. So that is also one of the advantages of keeping 
indirect taxes. 

A, I understand that in the case of certain Indian 
States a portion of the customs duties on goods which are ^ 
imported by them is handed over to tjiem. 

19038. Q. As a matter of fact in the case of most of the 
States that is not the case? 

A, 1 think some of the States get a part of tlie import 
duty. 

19039. Q. They are very .few, I think. In your answer 
to question 23 you refexito -the necessaries of life. Don’t 
you think that you should be self-contaixied regarding the 
necessaries of life that should be manufactured in this 
country ? You would not like to depend for such neces- 
saries on other countries ? « 

* A. I would like to be sel£-dependent as far as possible. 

Mr, Mkodes, 

19040.^ Q. In answer to the Pi'esident you mentioned the 
sub-division of land as a serious evil in India. Will the 
small holdings be helped by a system of protection ? 

^ A* A system of protection is not likely to he eff any 
direct help to people with small holdings, except in thisrway 
that the agriculturists on account of the raising of tlxe tarifE 
may be able to produce certain things. Othei'wise it is not 
likely to he of much help to them. 

19041. Q. Even if you advocate protection you would not 
look for an immediate or an eaiiy rise in individual wealth. 

A, When the country as a whole benefits I think there 
will be a lise in individual wealth of the country too, 

19042, Q. I take it that when you talk about the sub- 
division of land what you actually mean is ^at two men 
are doing one ijofen’s work and two men have to be fed, and 
therefore the chances of keeping these two men alive are 
very heavy and there is a loss of national wealthl 

A, What L actually mean is that if two men had a lai'ger 
amount of land, they would probably cultivate it, and ^the 
cost of cultivation would he smaller than in the case of a 
smaller holding, 

19043. Q, Is your theory that two men would be able 
cultivate what it requires four men now to cultivate in 
little bits? 
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J, Not exactly that. ' It is quite possible that three men 
could do the woii which four men do to-day. 

19044. Q. The other man is a cost to the country and a 
waste P 
A. Yes. 

19045. Q, You attribute that to the poverty of India? 

A, Surely. 

It 046, Q, You are not raising our hopes too high under 
your protective policy ? 

A. No. If that other man is able to get some work in 
industries which will be developed, he will probably take up 
other work. In that way the country as a whole will be 
benefited. 

3904Jr, Q. But as the conditions of the country exist at 
pi'esent as soon as the third man goes to an industrial town 
you get a fourth man to replace him. 

I do not think so. 

19048. Q. You do not believe that pcoide are trying 
. to live in the country districts on the absolute limit ci 
population that the country will support ? 

A, The standard of living in the country is very low, 
and they arc trying to eke out more or less u living wage 
from the land. 

19049.^ Q. You think it is too low ? 

A. It is low. 

1905U. Q. So in a famine year a man has nothing to give 
up ? 

No. He has nothing to give up. 

- 19051. Q. A protective policy will be of no value whatever 
without the advancement of technical education, techincal 
skill on the pari of people ? 

A, It will be of some value. But of course these things 
should go hand in hand. 

19052. Our progress under protection will be limited 
by our'ability to train our men ? 

' X Yes. 

19053, Q, As regai’ds agiiculture, you have agricultural 
colleges, ' We had the Secretary of the Agricultural Gradu- 
ates ITniou before us the other day, and he told us that these 
graduates, with very few exceptions, do not go into agri- 
culture. 

A, That is merely due to the fact that at the present 
time the peoide who graduate from the agricultural colleges 
do not belong to the agricultural classes. If it is jpossible 
to increase the size of the holding and go in for fanning 
on a lai'ge scale it will be possible to engage the services of 
these agricultural graduates, and I think that will be to the 
interests of agriculture. 

19054. Q. You are up against 1 enormous difficulties. 
Mr. Bell, Director of Industries, Bombay, told us the other 
day that as regards technical education, it was only the 
intelligent members of a family that went in for education 
and they were not the sort of people to engage in technical 
work. 

V A, I think it was the tendency some year< ago but that 
is changed. There was a time when the so-called educated 
young men were against the idea of receiving any technical 
or commercial education or taking up a commercial career. 
But I think now ihat idea does not exist, 
s 19055. Q. But you think that there is room for the 
Vacation the public in these matters ? 

X Yes. 

19056. Q. We have of course the^ same difficulty in 
England \ih&t people do not care to take a spanner in their 
hands. I suppose the same thing exists here, and it will 
take time* 

A, Yes. It existed some years ago. But I think now 
young Indians are coming forward to do practical work of 
that kind. 

19057. Q. As a result of this conversation would you hold 
that our. protective policy must be giadually developed in 
accordance with the speed with which we can train our 
•people ? 

A- No. I think the gx^adual rise of the tariff wall is not 
likely to be of much help to us. 

190&8. Q. Would you protect first and educate our people 
afterwards? 

A, I would protect them and educate them more or less 
at the same 

19059. Q. Have you read the book called **Dr. Jekell 
and Mr. Hyde.” 

No. ^ ^ ^ 

19060. Q. It seems to me that I was reading the remarks 
of Dr. Jekell where you say that in abstract principles you 
are inclined towards free trade. Then Mr. Hyde comes in 
and says that he favours a policy of iprotectiom Then in the 


next page of your evidence Dr. Jekell comes and says that 
he wants an industrial tax to sweep away any advantage 
of pi’otection. 

A, Because I think in the isresent circumstances of the 
country we require a protectionist policy. As against that 
I advocate an industrial tax. 

19061. Q. Would you protect up to the exact require- 
ments or within a close percentage of the requirements of 
an industry for protecting the interests of the consumer, or, 
would you give a very heavy margin of protection ? 

A. I would give such a margin of protection as will 
enable an industry to stand on its own legs. 

19062. Q. Not more ? 

X No Not more. 

19063. Q, This suggestion of a tax on profits seems fo 
show that they are over-protr-cted. 1 he whole of your indus- 
trial tax idea is on the theory that they are over-protected. 

Not necessarily over-protected. There must be 
ci-l’tain industries like cotton, which are piotecied to a small 
extent. 

19064. Q. If you have not over-protection, then why do 
you want an industrial lax ? 

-1. I should like industries to cf'ntribute srancthing fur 
the concession which they get by this policy. 

19065. Q. But if as a result of your protection, an 
industry is making over 40 per cent, profit, would it not 
be OYcr-proteeted ? 

X You see the point is that all the imliistries or 
individual concerns engaged in certain industries may i.ol 
be able to make 40 per cent. 

19066. Q. I am 'now coming to that point. Let ns 
suppose there are two factories started under the new pvfi- 
tective walls. One is effieieiit and the other is not. Oiie 
factory makes 20 yex cent, profit and the other makes 
nothing. 

A. Yes. 

10067. Q. You tax the efficient one and don’t tax the 
ineii’cient. 

A. The idea is that both of them get certain concessions 
on account of the tariff wall and therefore both of them 
contribute but no doubt to the extent of 10 per cent, I 
exempt the profits. ** 

19068 Q. One of them is efficiently managi-d and the 
other is inefficiently managed. One makes 20 per cent, and 
the other makes, let us say, 5 per cent. Your industrial lax 
will hit the efficient man up to 5 or 6 per cent. 

A, I don’t think that the .success of an industry is always 
due to the efficiency, 

19069. Q. What else is it due to ? Two factories isluri. 
making the same thing. Oiu* makes 20 per cent, profit 
and another nothing, JSuch instances are very coinmon ii\ 
industries, 

-4. Yes, there may he cases in which the dilVerenec is duo 
to the efficiency and there may he cases in which one 
industry is producing something different from the other 
industry. 

19u70. Q. If the inanufaetuTcd article is the same, you 
are going to tax the one that is more efficient. Are you 
not? 

X Very little. 

19073. Q. but why tax it at all, why not reward it for 
virtue F 

A* Of course it will get its reward because by making 
30 or 40 Kr ceni it is making much more than the other 
factory which is making only 8 or 10 per cent, i don’t say 
that the industry which is making 30 per cent, should give 
all the profits in excess of 10 per cent, to the vState. 

19072. Q. You are taxing more the efficient man, 

A. In the way you do in the case of income-tax. Take 
the case of an efficient and successful Suigeon or Physician 
who makes a lot of money. Because he is more hard 
working and more efficient, you make him pay more than 
another man who earns only, say, Ks 200. 

19073. Mr, Bkeskagtn Q. W^ith the same educa- 

rion, 

X Y'es, sometimes with the same education. 

19074. Mr* Rhodes ,— Let us just take this a step 
further. Supposing by spending a little more money cr 
extra capital on machinery the factory can improve their 
position. 

A, Yes. 

19075. Q. It seems to me that on this schedule you have 
made out there would hardly he any encouragement f (»r the 
efficient man and he would not run the risk of making big 
profits because if the protective duties were taken off, the 
encouragement is gone. 
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A, Of course if aftel' a certain time vtb come to ttis 
conclusion tliat a particular industry is so well estamisned 
that it can stand on its legs, we may remove the tann 

walls. , ^ ^ • X 

19076. Q. I am an industrialist and am not going to 
make such deliberate big profits to enable Government to 
tax me more and going to ruin myself at the end. 

A. 1 do not know oi any reason why you should not. 
When only a small portion of your excess profits goes to 
the Government would you not make any^ attempt to try 
and get as much as you can during the period at least. 

19077. Q When a great share of the profits is going to the 
Government I If I find that there is any machinery which 
would enable me to make big profits but could be used with 
profit only for 10 or 15 years, I would not bring that 
machinery out. 

A, My idea is that if you can find such machinery, you 
can get it by increasing your capital and paying as^ little 
as possible to the Government. Supposing by patting a 
new plant or new machinery, you are likely to douhle the 
.output or lower the cost of production, then cei-tainly it will 
])ay you to ask your . shareholders fo subscrihe, thereby en- 
abling tbe shareholders to earn much more than they would 
without the machinery. 

19078. Q. Our experience in England was not this when 
wc had 60 per cent. "excess profits tax. Many people found 
that they could improve their output by putting down a 
plant costing much f money ; they would be paying 50 per 
cent, of the profit to the Government and at the end of the 
time would be left with a highly priced machinery from 
which they could not make any profit* 

A* War conditions are not normal conditions because one 
did not know when the war was going to end. If you 
' put up a plant costing about £100,000, you did not know 
whether you were going to get the benefit of the plant. 

19079. Q. It would not be worth while to put up an 
expensive machinery and give half the profit to Govern- 
meni 

A, You can make your shareholders give you more 
money and you . enable them to earn more. It will he in 
their interests. I wonder whether I have made myself 
clear to you. 

19080. Q. Not as a business proposition. 

^4, Supposing you have invested Es. 10 lakhs on any 
particular industrial concern^ and you want ^ a new plant 
costing a lakh of lupees, you increase your capital and that 
will enable you to pay more to your shareholders who will 
be glad to give you this additional sum because they will 
get very high returns. 

19081. Q. With a very expensive machine ? 

A, If in the case of 50 per cent, profit, the Government 
are going to take only 14 per cent., there is the 86 per cent, 
profit for the shareholders. As a shareholder of any 
company, I would like to invest such savings as I may 
hare. 

19082. Q- We will leave that point. ^ Y'ou have not 
considered in that connexion the question of watering 
capital and company’s shares, I suppose. 

A, I do think that there is a chance of watering capital, 
hut industrialists will not agree to the watering of capital 
because it will not be to their interests in the long run. 
They would not like to lower the dividends to 6 or 10 per 
cent, when the shareholders are accustomed to more. 

19083. Q. In reply to question No. 9, you say that one 
of the advantages to be derived from protective tariffs is 
" increase in the monetary receipts of the country due 
to the exwrt of manufactured articles in place of raw 
'materials.* Now you know the protectionist countries 
under their tariff walls adopt a plan of selling at higher 
prices intcrnaHy^ and exporting at lower prices. - 

A In some cases, and not in ^1 cases. 

19084. Q. That is generally known as dumping. 

A^ Yes. 

" 19085. Q. Do you advocate that policy for India ? 

J!. No, I don’t think that I would advocate that. 

19086. Q. You don’t approve altogether of the Germany’s 
and Japan’s industrial success. 

A. In certain eases I don't, I don’t approve of the 
policy of dumping goods in foreign markets. 

19087. Q. But is not that supposed to be the whole case 
for protection ? ^ 

A, 1 don’t think that that is the whole case. There is 
no doubt that the dumping of products of certain industries 
injures that industry in that country, but it may le&d that 
country to develop certain other industries ; for instance in 
the case of sugar tbe German Goveinment did give a 
bounty on the export of sugar and England of course had 
not much of sugar industry even before that, but she was 


able to develop certain other industries, jam industry, 
confectionery trade, etc. 

19088. Q. I am thinking of the interests of India only 
now. Germany and Japan are always held up to us as 
examples of what could he done with tariffs. They built up 
their industries, so I understand, by selling at higher 
prices to their own people than they did to others. 

A, Not all articles. Dumping has taken place as far tig 
my knowledge goes only in certain articles. 

19089. Q. The steel industry of Germany and the cotton 
industry of Japan are cases in point. 

A, 1 am not sure about the cotton industry of J apan. 

I am not sure whether the home prices are much higher 
than the export prices in Japan, hut in the case of steel and 
certain other articles Germany has adopted dumping. 

19090. Q. As a protectionist you are against any policy 
of dumping ? 

A, I am against dumping. 

19091. Q. Even done by ourselves ? 

A. Yes. 

19092. Mr, Seshagiri Aiji^a)\ — Q. I think you said that 
agriculture would suffer to some extent if labour is depleted 
to industrial purposes. 

A, No, I md not say that agriculture would suffer. 

19093. Q. To some extent ? 

A, Not by the diversion of labour from agriculture. 

19094. Q, You think that agriculture will not suffer by 
the employment of more men in industrial pursuits F 

A. No, I don’t think that it will suffer. 

19096. Q. I wanted because we had had evidence to this 
■ effect. At present there are too many men on the land, and 
if some men ai’e taken away, it will have the effect of 
making these drones work harder than they are doing now. 
This will he for the improvement of agriculture as well as 
for the good of the industry. 

A, Yes. 

19096. Q. Mr. Ehodes ‘asked you about the agiiculturpl 
college, and I know that the men who are produced out of 
the college are not taking to apiculture. I don’t know 
whether you have studied the curriculum or studied in ,the 
agricultural college. 

A, I have -got a very faint recollection. 

19097. Q. It is more of theory than of practice. 

A, There are some agricultural farms where the students 
are expected to undergo some practical training. 

19098. Q. 1 had an unfortunate experience. I sent a 
distant relation of mine to study in the Agricultural College, 
so that he might be employed in my own village ana I 
found that on his return from the college he was altogether 
unfit for the duties which I wanted him to undertake. 

A* Quite possibly. I know of a young man who went to 
the Lyallpur Agricultural College, who is now looking after 
the lands of his father. 

19099, Q. I found that a retired revenue insx)ector was 
far better able to look after my village than this man who 
had been to tbe Agricultural College, that was because there 
was little of practical teaching and a. great deal more of 
theoretical teaching in the college. 

A, It is probably true. 

19100, Mr, J^kodes, — Q, I want to know whelher the 
Agricultural College at Lyallpur provides teaching on the 
economical side. 

A, Very little, ‘ ’ 

19101. Q. Marginal land, and that sort of thing. 

A, Yes. 

19102. M>, Seshagiri Aggarj^Q, Do you think that if 
there is to be more demonstration work in the Agricultural- 
College, more students will he attract ed to it P ' 

' A, Yes. 

19103. Q. About the humorous point referred to by 
Mr. Ehodes I don’t know whether you have have read that 
humorous novel of Oliver Wendel Holmes where there are 
three personalities in - one man. He says that when two 
men Thomas and John are speaking to ea<i[ other, he cannot 
understand why there should be so much di^greement and 
he finds out the reason in this way. There is Thomas’ 
Thomas, John’s Thomas and real Thomas, and probably 
your answer would be that there are Mr. Ehodes’ Tannan, 
Tannan’s Tannan and real Tannan. That is the reason why 
ke finds so many difficulties, so many inconsistencies in your 
•answers. . ^ 

A. That is beWeen you and Mr. Ehodes. 

19104. Q. Now as regards the question put toyou'by the . 
Chairman about the question of income tax and the indue- ^ 
atrial tax overlapping, I believe that as a matter of fact wc 
have-this overlapping in the case of Municipal taxation. - 

A. Yes. There are certain taxes like that. ' - 

pl06. Q. You don’t think that there will be 'SitHdi - 
difficulty in assessing the tax ? 
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A. I don't tliink so. 

19106, Q. There is some little difficttltj ahoutiyour reply 
to question No. 23. There is, I think, justification for the 
Jekell-Hyde theory in this. You say “In the case of a 
protective tariff the question whether the article is necessary 
or not need not affect our fiscal policy to any lai'ge extent." 
I take it that what you mean^ is this that so far as the 
necessaries of life are concerned, this country produces 
almost the whole of them. 

A. Quite right, 

19107, Q. About the excise duty and the handloom indus- 
try ; you say that you belong to that class and that you 
have some practical knowledge, ^ 

A, I had some little experience of the handloom indus- 
try, 

I910S, Q. Generally, there is no competition between 
the handloom industry and the powerloom industry. 

A* In cei’tain lines, iliere is competition ; in other lines 
there is not much competition. 

19109. Q. We find in the paper circulated by Mr, Collins 
of the Bihar and Orissa Government that 95 per cent, of the 
cloth woven by the handloom weavers in that province can be 
made in the mills. Therefore there is a real competition to 
the extent of 95 per cent, and in Madras we find that thei’e 
is keen competition between the handloom industry and the 
powerloom industry. 

A, My experience relates only to the Punjab. 

I9ll0. Q. Therefore you cannot say that there is no 
competition between the handleom industry and the pourer 
loom industry in other provinces ? 

A. I cannot say from my personal experience. 

19111. Q. The other point which I wanted to know is 
this. You say that the handloom industi*y does not consume 
finer counts of yam generally. 

A, In some cases it does ; in other cases it does not. 
In the Punjab to a very large extent only lower counts of 
yarn are used by the handloom industry. 

19112. Q. Do you know that 4*76 crores of pounds of 
yarn are imported ? 

A, Yes. 

19113. Q. Out of this according to a very reliable 
authority, nearly four crores are utilised by the handloom 
weavers and only *76 was utilised by the powerloom weavers. 

A. Are these'figures for the year 1919-20 ? 

19114. Q. For the year 1920-21. We had it from 
Mr. Wadia. 

A» That may he his estimate. 

19115. Q. Therefore you cannot say that the handloom 
weavers do not use finer counts of yarn. On the other 
hand, you would he justified in contending that a very large 
portion of the imported yarn is consumed by the handloom 
weavers. 

A. I don'tlthink so. 

19116. Q. Notwithstanding the figures I have given you ? 

A, I do not know whether the estimate of Mr. WaAia is 
correct or not. I cannot support or -contradict it. 

19117.“ Q. I can give you my personal experience. The 
cloth 1 have pution and the tulhan I wear were all made in 
Madras. Thw were made out of finer counts, between 80 
and 100, and I may tell you that a lai^e number of people 
use these things. Therefore yon might take it from me 
N^that the handloom weavers use finer counts of yarn. 

A. Yes, that may be true of your Presidency. 

19118, Q. I want to know whether by the imposition 
of a duty upon the finer counts of yarn you will not be 
handicapping the handloom industry. 

I do think that the handloom industry will suffer a 
little, but as I su^ested it may be possible to compensate 
the' handloom industry by giving a soi-t of rebate on the 
duty chained on yarn. 

19119. Q. How do you propose that they shoiild be 
cbmpenesated ? 

A, If the Government cf India derives certain revenue 
from the import duty on yarn of higher counts, then out of 
that revenue a certain percentage may be given to the hand- 
loom weavers provided they are' sai^fied that they use these 
higher counts of yarn. It is not difficult. 

19120, Q, Whom would you select? You will have a 
iuost difficult process. 

A. It is difficult no doubt. What 1 said was this. There 
is no doubt that* the handloom industry will suffer a little, 
but in the interests of developing the spinning of finer 
counts in this country I said I would not mind. If the 
foreign yarn is to come, how can the spinning of finer 
counts be encouraged ? 

19121, Q, There is the question of freight which would 
be avproteotion. 

4, Yery little* 


19122. Q. Why not p 

A. 1 have not calculated the percentage of freight to the 
pMce of yarn, hut I think that those members of this Com- 
mission who are engaged in this business will he able to say 
that the freight is almost negligible and that affords no 
protection. 

19123. Q, Sir Jkanec^jee Dadahkp ^^ — Out of 30 crores 
of yam used by the handloom weavers only 4 ci’ores worth is 
imported. With that information you can answer Mr. 
Seshagii‘i Ayyar's question. 

A, And that supports my theory, that most of the yarn 
which is used by the handloom weav6i*s is made in this 
country. 

10124. Q. I know that, I am only speaking now of the 
fine counts of yarn. I am not concerned with the coarser 
kinds turned out by the mills. I am putting it to you this. 
At present the finer counts of yarn are tax free. 

A. Yes. 

19125. Q. By putting a duty upon the finer counts ,of 
yarn, you will be handicapping the handloom industry. , 

A, Only for a very short period because the internal 
competition later on will lower the, prices. 

19126. Q, If I understand you!aright, you say that if you 
put a duty it would encourage the mills to i>roducfi finer 
counts of yarn. 

A, Quite right, 

19127 . Q. What is there to prevent at present the mills 
frW producing the finer counts ? 

A, At the^ ju’esent time the position is this, that the mills 
have^ not given any^ thought for the finer counts which 
require a special kind of machinery. If you want to 
develop the spinning of finer counts, you ought to help the 
mills by putting a duty. 

10128. Q. Even at the expense of the consumer ? 

A, Even if the handloom industry were to suffer a 
little. 

19129. Q. Would it not be giving too much to a man who 
has much and too little to a man who has not P , 

4. I don't think so. 

19130. Q. There is the excise duty of 3| per cent I think 
that you are practically in favour of the II per cent, import 
duty. 

4. Yes. I am against the idea of an excise duty 
especially when our tariff is going to he a protective tariff, 

19131. Q. What I am putting to yon is this. Which 
would you'prefer— the 7| per cent, protective import duty or 
11 per cent, protective duty minus 3| per cent, excise duty ? 

A, From the point of view of mills ? 

19132. Q. Yes. 

4. I should not alter the present duty of 11 per centl I 
may also add that only in the case of finer fabrics of certain 
kinds, I shoixld put up the duty. 

19133. Q. If the 11 percent, duty is to remain on, you 
would also retain the 3| per cent, excise duty. 

A, I don't think that it will injure the cotton industry. 

19134. Sir Maneel'jee Badahhoy . — Q. Whether it is 
^required for revenue purposes or not.? 

4. Only for I’evenue purposes. 

19135. Mr, Seshagiri Ayyar, — Q. Supposing it is deter- 
mined by the Legislative Assembly that this 11 per cent, 
duty should continue. What difference would it make 
whether this diityJis protective duty or revenue duty ? 

4. My remarks do not apply only to the^ cotton industry. 
My I'emarks are general, that is to say if we are going to 
base our tariff on the protective system, the excise duty 
ought not to exist. 

19136. Q, Why not ? 

4. Because if we want to develop our industries, there is 
no reason why we should have the excise duty. This parti- 
cular industry can do and is strong enough to compete with 
the foreign products with this 3^ per cent, excise duty if 
this duty is required for the purpose of the revenue. 

19187. Q, Quite so. Confining your attention purely to 
the excise duty upon cotton godds, would it not have the 
additional advantage of encouraging the handloom industi'j ? 

4. Very little. 

19138. Q. It will have some effect. * 

4. Very little. 

19139, Q. Would it not have any effect at all P 

4. Just a little. 

19140. Q, There is this to he said in favour of the 11 |>er 
’ cent, import duty and the retaining of ‘lie 31 per cent excise 
duty, while it gives the necessary margin of protection to 
the mill industry, it will, according to yon, give some 
encouragement to the handloom industry as well, 

4. As I said before, very little. 

19141. Mr, Co^agee, — Q. Let us talk a little about your 
scheme of industrial taxes. The main Mea, I take it, is 

busipesses which make high profits because of h%b 
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imi^ort duties should conirihute to the State a portion of the 
total profits which they make. 

A, Yes. 

19142. Q. With reference to the question put by Mr. 
Kliodes, would you not agree that the protection could never 
be methodically adjusted ? 

A, Of course not. 

19143. Q, To any industry or to any concern at all the 
stages. 

A, Qnite right. 

19144. Q. Therefore there is alwa 3 ’'s the possibility of over 
protection. 

A. Yes. 

19145. Q, Consequently the necessity for this industrial 
taxation. 

A, Yes. 

19146. Q, Is there any duplication between 'the 'ordinary 
income tax and your industrial tax ? ^ 

A. As 1 said before I advocate this industrial tax^ in p^*t 
payment of the special advantages which the industries 
dei'ive. 

19147. Q. The income tax gives you no special advantage. 

A, No, 

19148. Q. '1 he industry gets special advantages because of 
the tariS: and there is no duplication whatever in the matter 
••of industrial tax. 

A. Quite so. 

19149. Q, Then coming to the excise duty, industrial 
laxation has certain advantages according to your scheme. 

A, Yes, certainly, . 

19150. Q, What are they please ? 

A, In the case of an industrial tax, thei'e is no duty, if the 
profits do not exceed 10 per cent., whereas in the case of the 
excise duty it is levied, whether the mill or the industry 
makes any profit or not. 

19151. Q, As you know, there is another advantage. The 
excise duty implies some idea of countervailing duty.- 
A, Yes. 

19152. Q. Whereas iudustrial taxation only emphasises the 
idea of industines helping the finance. 

A, Yes, 

19153. Q, In a word, you will agree that industrial taxa- 
tion is the natural complement of protection ? 

A. Quite right. 

19154/ Q, And you will agree that industrial taxation is 
the rational complement of protection ? 

A, The industries should give some assistance to the State 
if in*ofits exceed certain reasonable limits. 

19155. Q, You must have studied the subject of trusts ? 

A» Yes, to a certain extent. 

19156. Q, You know that all combination is the result of 
over-production ? 

A, As I have stated in my written evidence, there are 
certain cases where tests have come into existence in spite 
of the fact that the countries are tee trade countries. 

49167. Q. But over-production is a stimulus to comhina* 
tion ? ' 

.4. Yes. ' 

19158.* Q, And so industrial taxation would take away the 
basis of ov^r-production P 
A. To a certain extent, 

19159.^ Q. And so far render combinations less possible ? 

A, Quite right, hut only to a certain extent, because the 
industries do not pay more than 50 per cent, if the jirofita 
exceed 50 per cent. 

19160. Q. But your schedule is only hypothetical ? 

A, Yes. . . 

19161. You cannot depend too much on these figures. 
Industiial taxation may be so manipulated as to eWk 
over-production if necessaiy stringently ? 

A, Yes. 

19162. Q. I m^ht put to you another advantage of the 
scheme of industrial taxation, A great deal of apprehension 
has been expressed before this Commission that if a tariff 
Wall is erected foreign firms will come in and make enormous 
profits and will unto'cut all Indian firms. This industrial 
taxation may^ ho used for the purpose of checking, that 
danger. It will automatically cut away very big profits. 

A, That will apply to Indians as well as ontsidem. 

19163. Q, I suggest that if your scheme was adopted 
many of these apprehensions would be made groundless. » 
A. Yes, to a certain extent. 

19164. Q. So much about this scheme of industrial taxa- 
tion. Now, you are in favour of giving protection to ihe more 
promising industries. You are not in favour of a genera • 
tariff wall ? , ' 

A, Not a generti tanff wall, but I am 'in favour of 
protecting those industxues which can be developed here* 


within a reasonable period, and also some industries which 
ai’e of national importance. 

19165. Q. Certain opinions have been expressed before this 
Commission in favour of an all-comprehensive protection, 
and I require the benefit of your opinion on that matter. 
First, I will quote Mr. Harden s argument. His argument 
was that since all industries are interdependent yon cannot 
support industries except by an all-comprehensive protec- 
tion. What is your view ? 

A, My idea is while we will have to tax a good many of 
the foreign articles, I am not in favour of wholesale protec- 
tion without considering possibilities. 

19166. Q. Your view is the fact that' industries are 
interdependent is no reason for a rigid or comprehensive 
scheme of protection. 

A. Yes. 

19167. Q. Here is another opinion on the same from 
Prof. Manu Suhedar. T submit the same to your criticism* 
He observes *. “ Almost all industries need specific encourage- 
ment at the present moment in order to create an atmosphere ^ 
in which business enterprise would be easily conducted.*' 

A, He too qualified it by tbe word almost." 

19168. Mr, Mo7*arJee.~^ln answer to question No. 5 
you say : The existing tariff has been harmful in more 
than one way to the industries of the country," Would you 
just specify the industries to which it has done harm ? 

A, Well, particularly the Indian textile industry, 

19169. Q. Only the textile industry? Or any oiher 
industries ? ^ ^ 

A, There are several other industries also. 

19170. Q. Can you specify them 

A, I would add sugar, certain kinds of metal manufac- 
ture. 

19171. Q. You sajr : ‘‘ Whereas* assistance in one form or 
another has been given to the foreign manufacturers to 
exploit the Indian market." Now, will you please tell us 
wnat forms of assistance have been given f . 

A, Well, particularly in keeping the lower rate of import 
duties on imported goods, and specially the imported textile 
goods. 

19172. Q, You say; “To exploit {the Indian markets 
whilst the industrious artisan has been left alone to combat 
as best as he can the growing difficulties of his position." 
You mean by that that tbe artisans have suffered ? 

A, Yes. 

19173. Q. Then, in regard to .railway freights douH you 
think that the railway freights are very* high ? 

-4; Yes, they are. ^ 

19174, Q, What is your idea about the shipping in- 
dustry ? 

A, I think it is an industiy which ought to be develojied, 
I think it is one of those industries which' should be deve-, 
loped even if Government have to spend a lot of money. 
It mav be developed by laying down that goods coining in 
Indian bottoms should be charged lower rates of duties' than 
goods coming in foreign bottoms ; by giving preference to 
Indian companies in the way of carrying mails ; by giving 
them monopoly of the coastal traffic, etc. 

19175. Sir Manechjee Dadahhoy . — I would like to clear 
up a couple of statements which 'you have made in your 
examination. In answer to Mr, Seshagiri Iyer you referred 
to the overlapping of taxes. ^ Mr.JIyer argued that municipal 
taxes and industrial taxes might overlap. 

A, What I understood from that was that just as in the 
case of municipal taxes there is certain overlapping there 
ma^r he overlapping in the ease of industrial taxes also, 
I said “ yes." • 

19176. Q. But there is this difference: that while the 
municipal taxes are collected by local agents, the indush*ial 
tax ana the income tax would be collected by one and the 
same authority. 

A, No. There may be two overlapping taxes collecied 
by one and the same authority. Municipal tax^ do pverlap 
in that way. ' ^ v., • , 

19177. Q. Will you give me an illustration ? 

A, There may he house tax and there may he certain 
other taxes; 

19178^ Q, Will you give me a concrete case ? 

.4. I have had some experience of municipal forms of 
taxation, and my experience is that, they do not overlap. 
Take house-tax what other tax will overlap with house- 
tax? 

^ (Mr, Seshagiri Iyer.) Land tax. (Prof. Tannan.) I cannot 
instance any definite case^ hut there is a possibility. 

19179. . In answer to Mr. Coyajee’s questions you made 

two important statements. One was that there wisiao 
duplication in industrial taxation, because the industry 
^ould get special advantages, . ' 



849 


A, What I meant to say was that this industrial tax will 
be in part payment of the sjpecial concessions which it 
gets. 

19180, Q, You mean the special concessions by way of 
direct help from the State ? 

A, Ko. From the taritf wall. 

19181. Q. You also said that industrial tax is better 
because it would automatically cut off huge prclits of the 
industries and bring money into the State coffers. 

A. JSTot the whole of it, but a portion rf it. 

19182. Q. Then tbe industrial tax would be nothing less 
than an excess profits lax ? 

A, In a way it is. 

19183, Q. i)o you know the history of the excess profits 
tax ? The excess profits tax in England has ruined the 


indnstries of England. Has not that been found bv recent 
experience ? * 

A, I think the war conditions were abnonnal conditions. 

Q. But these abnormal t^es were imposed in 
England and_ Kugland paid heavily for it, and you want to 
introduce similar difficulties in India ? 

A. I do not think those difficulties will arise in India. 
If most of the industries are not likely to make huge profits 
.the portion of the profits which go to the State will be very 
small. 

19183. Mk C, Coy aj eel — Q, The excess profits tax 
during the war was levied in England as a result of the 
abnormal stimulus, whereas tbe industrial tax in India will 
be as a result of a permanent steady stimulus ? 

A, Yes. 

(The witness withdrew.) 


Witness No. 124. 


Written statement of MANMOHANBAS RAMJI, M.L.A., Ridge Road, Malabar Hill, Bombay, dated the 7th JaEtiary 

‘ 1922. 


19186. At the outset I may be permitted to explain 
that my attitude towards the tariff policy of India 
is. neither that of a protectionist nor that of an 
out and out freetrader. So far as I can understand 
neither protection nor free-trade is an end in itself 
hut it is merely a means to an end namelv, the 
economic salvation of the country. Economicall.v the 
country is so situated that at present if Hormlean 
* efforts were to he made to reap np all of a sudden 
various industries in tho country like mushrooms it 
will inevitnhlv tell verv heavilr upon the consumers. 
On the other hand, if a poliev of lai77:esfaire^ were 
to he adopted without takinor into serious considera- 
tion the auestion of tl’e regeneration of Industrial 
India it will naturally keen the country an agricul- 
tural one leaving it to the tender mercies of the 
monsoon and making its financial solvency a matter 
of mere gamble in rain. T see no ohiection for impos- 
ing customs duties for revenue purposes or levying 
cti atoms ^duties to the extent of 10 to 15 ner cent. 

' 'with ' a view to give protection to new industries 
.^.-wKich are likelv to develop within a period of 10 
y ears. I do not see anv advantage in giving’ protec- 
tion to those indnstries which are not likely to 
thrive even after protecting them for 10 years. 

19187. Also T would suggest removal of excise 
dutv OP cloth manufactured in Tndiau Mills. Mv 
reason for aug<T^esting this i« that this dutv was nut 
in order to satisfv the uniust wish of Tjancashire 
manufacturers. If it is argued that now these duties 
are levied not to protect tbe Tancashtre interest hut 
for revenue purposes, then \vhv,tax only the produc- 
tion of Tndmn MOIs and allow other industries tp 
go scot-free. Some people argue that Indian indus- 
tries should not he given anv protection at all. 
because the industrial development of India would 
reouire more labour and hence the agriculture will 
suffer. X think that this argument is fallacious. 
Indian agriculture will never suffer even if the 
Indian industries are developed . to their fullest 
extent. The present tendency is to economise Tuanual 
labour hv introdtming lahour-saviug machjnerv both 
dn the industries and the agriculture, Wffn these few 
remarks T now answer seriatim th^ ^Aticus questions 
isaned by the Commission. 

SECTION A.— CENEEAL. 

19138. 1. I am of opinion that those industries onlv 
shotild he protected which are able enough to stand 
on their own legs after enjoving for period of 5 or 
7 vears protection to the extent of 10 per cent. 
With this reservation T am generallv in favour of 
th#"P#licv of free-trade. T have no ohiection to the 
levying of dirties for revenue purposes. If fresh 
taxation were necessary I. would prefer an increase 
in customs duties. 

19189 2. Yes. 

1919q! 3. I propose that the dtitv of 21 per cent, on 
fire-wood under the heading * timber * in schedule 2 
of III of the tariff schedule should he abolished. If 
excise duty to be continued a rebate ought to be* 


secured to the sizing materials as was done in the 
past. Grain and pulse should he on the free list. In 
jiart 5 of the tariff schedule umbrellas which are 
eiiarged at 20 per cent, as an article of luxury should 
ho charged at the general rate of 11 per cent. 

19191. 4. The present practice is suitable. I 
tiiink it is likely to give protection to new industries. 
It may also check to some extent the dumping of 
foreign goods hut the present policy of levying coun- 
tervailing duty on locally manufactured goods is 
contrary to all principles of equity and it indirectly 
gives protection to Lancashire manufacturers. I 
think there is no competition between India and 
Lancashire as far as the manufacture of piece-goods 
is concerned^. The former^ produces cloth for the 
consumption of poor and middle class people whereas 
the latter supplies the want of richer class. 

19192. 5. The present policy has not been given 
sufficient time to definitely predict all the advantages 
that might accrue to India from its continuance. 
The effect of the present tariff policy on Indian 
Industries in the future will be good both to new 
and existing industries if the present policy is 
continued in future. 

19193. 6. I am certainly opposed to the imposing' 
of an excise duty on articles manufactured in India, 
when duty is imposed on an article imported from 
abroad. 

7. Please refer to answer to Question 6. 

19194. 8. No, It will naturally have the effect of 
raising the price to the consumers. 

19195. 9. Not necessary. Protection is required in 
case of those industries which can be established on 
a sound footing with a small protection within a 
limited period. If such protection is given there is 
every likelihood of many new industries coming for- 
ward and working successfully. 

19196. 10. Yes. If all facilities are given to new 
industries by way of guaranteeing interest, cheap 
loan, and in certain cases by establishing pioneer 
demonstration factories, India may one day hope to 
be independent of other countries in regard to 
almost all her requirements of manufactured goods. 
With regard to tbe concluding portion of the question 
I think that India will have to be dependent on 
foreign supplies for such goods which are specialised 
in certain countries on account of certain natural 
and economic causes. 

19197. 11. Please refer to answer to Question 9. 
19198. 12. I consider protection to be necessary in 
case of following industries; — ^Needle, pins and 
cutlery, manufacturing gold threads, paints and 
varnish, bolts and nuts, umbrella making, paper- 
making, toy-making, glazed tiles, hoop iron, glass- 
making, enamelling, china clay, dye manufacture, 
medical drugs manufacture and ship • building 
materials, etc. 

19199. 13. Please refer to answer to Qu^tion 9. 

14. Yes. I would confine protection to 
those industries which are likely after certain period 
to be able to face foreign competition. No industries 
should, in my opinion, be protected which would 
require continuous spoon-feeding. 
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19201. 15. Yes, Government should ascertain from 
various Consulates the amount of bounties, etc., 
obtainable in foreign countries and should try to give 
a little more protection to such industries in order 
counterbalance the effect of extra encouragement 
given by foreign countries in the shape of bounties, 
etc. 

19202. 16. I am in favour of cottage hand-loom 
industries, and all other cottage industries as well. 
Any encouragement given in that direction will lead 
-to the employment of village labour which is badly 
in need of employment but which owing to the long- 
rooted habits and prejudices is loathe to come out 
of villages and join the urban industrial labour 
population. 

19203. 17. I see no signs in the present industrial 
atmosphere for a rapid growth of combinations and 
trusts among the protected manufacturers of the 
nature suggested by' the questionnaire but even if 
we were to believe for argument’s sake that such 
combinations may rapidly develope the happening 
of such an event is at the best a contingency and T 
think it is not fair to withhold protection for the 
sake of an event which may or may not happen. 
Again the Government are perfectly competent to 
withdraw the .protection the moment they find a sort 
of concerted action on the part of the protected class 
of manufacturers. 

19204. 18. The prospects of foreign firms establish- 
ing themselves in India are to my mind not so easy 
as contemplated in the questionnaire. As a rule 
Indian industrialist will always stand foreign 
competition. 

19205. 19. T do not think there is any likelihood 
of any conflict of interest amsing between the weav- 
ing and spinning class, even if it does the Govern- 
ment mav reconcile them by judicious adjustment of 
the tariffs. 

19206, 20. I think that import duty will ultimately 
tend to raise prices though its effect may not be 
immediate. 

19207. 21. Yes. 

19208. 22. Yes: for the general benefit to the 
country. 

19209. 23. Yes. Cheap umbrellas, bangles, matches, 
etc. 

19210. 24. Yes. A. B. and 0. 

19211. 2*5. Indian trade will not suffer if the tariff 
walls are kept at a judicious height. 

19212. 26—29. Yes. 

19213. 30. Export duties should he imposed upon 
those articles which are produced exclusively in India 
and for which there is no foreign competition, c.p.. 
♦lute and Hides. Export duties may also be utilised 
for bargaining with other countries and for retaliat- 
ing any injustice done by other countries to India. 

19214. 31. The effect of export dutv on export trade 
as a rule will affect the local producer if there is 
anv foreign competition in selling market. Yes, in 
certain cases such as jute, oils, etc., duty can be 
imposed without injuring the tr'ade, as there is no 
foreign competition in the consuming market. The 
extent of duty should he determined in each case 
jndioiously, so that it may not become a burden to 
the . consumers. 

"1^15. B2, No. No export dutv should be imposed 
upon materials, because it will tend to affect the 
producer. If any manufacturer requiries any protec- 
tion by way M getting cheap raw material ho should 
not be encouraged at the expense of the producer, 
but he should be assisted by giving some sort of 
protection. 

19216. 33, I do nqt consider tbat it would be 
advantageous to India to impose an export duty on 
food-stuffs with a _ view to lower Indian prices. 
Howeverij under special circumstances such as famine 
years, the Government may well take into considera- 
tion the policy of controlling the export of food-stuffs, 
to meet the special wants of the country, otherwise 
the producer will suffer if e^^ort is controlled and 
may tend to increase other kind of produce. 

19217. 34. y^. In those countries where import 
duty is levied with a view to check the imports of 
finished articles India majr well retaliate hy levying a 
heavy duty on th^ export of raw 
countries. * 


SECTION B.— IMPERIAL PREFERENCE. 

19218. 35. I am in favour of Imperial Preference 
but preference should not extend to more than 2^ to 
3 per cent, on the whole, and that too, only in cases 
where the United Kingdom or other parts of the 
Empire do not come into competition with India. 

19219. 36. Yes. 

19220. 37. The gain to India that I contemplate 
by adopting a system of Imperial Preference is that 
the Empire will he able to compete with other foreign 
countries in India and thereby favourably affect the 
whole Empire. If the protective tariffs are reason- 
able there is no likelihood of any foreign country 
retaliating against India. 

19221. 38. Those articles which are not produced 
in India. In respect of those articles I would recom- 
mend an average rate of 10 per cent, as the 
maximum. 

19222. 39. Those articles which are not produced in 
India. 

19223. 40. Please refer to answer to Question 85. 

19224. 41. I do not think so. 

19225. 42. T do not consider that the small percen- 
tage of Imperial Preference would tend to divert the 
trade from foreign countries generally. 

SECTION O.— MANUFACTURES. 

19226. 43. I am interested in the textile mami/fac- 
ture in the capacity of Managing Agent as well as 
Director. 

19227. 44. Yes. Cheap labour though inefficient 
mav be mentioned as one of the advantages for the 
cotton industry in India. 

19228. 45. Yes, for both. 

19229. 46-48. The state of organisation of the indus- 
tries in the country is somewhat defective compared 
with other well-organised countries. The industry 
depends for the sale of its output on the following 
markets ; for varn it depends on local and China 
markets and for manufactured goods it is partly 
utilised in home" consumption and partly it is ex- 
ported to Africa. Persian Gulf and Aden. So far as 
the present qualitv of piece-goods and yarn is con- 
cerned there is no competition but when India will 
try to spin finer varn and manufacture cloth from 
finer yarn thev will have to face keen competition 
from the United Kingdom. 

19230. 49. Great Britain possesses a natural advan- 
tage ill the form of a uniform and suitable climate. 

19231 . 50. No. Indian mills for the present manu- 
facture cloth generally from Indian varn which are 
capable of spinning up to 30 warps and 40 wefts while 
foreign countries manufacture cloth only from superior 
yarn and as such they do not come into competition 
with Indian mills, though instances are on record to 
show that an attempt was made to produce cloth of 
th<^ quality turned out in Indian mills, which was in 
vain. 

19232. 51. No. 

19233. 52-53. No. 

19234. 54. Nil 

19235. 55-56. No. 

19236. 57. There is no export dntv on piece-goods 
although there is inequitous excise duty. 

19237. 58. No. 

19238. 59. Sizing, Finishing and Bleaching mate- 
rials, mill store, leather belting, and dye-stuflFs. 

19239. 60, I would prefer the latter course. 

SECTION E.— IMPORT TRADE. 

19240. 70. In connection with ^ my industry I 
import sizing materials and mill stores generally from 
Great Britain, also articles required for finishing and 
bleaching, leather strapping and bobbins. 

1924X. 71. The prices of these articles have in- 
creased since the breaking out of the European ‘Wax. 

19242. 72. No. 

19243, 73. There would he no effect on the import 
trade if the preference to British goods were to.b^ 
given in any one of the three cases suggested 
questionixaire. ^ ^ V'. 

19244, 74. I should recommend the 

native. 





19245. ?5. In my opinion it would merely tend to 
alter the proportion in which the total is derived 
from foreign and British countries without disturbing 
the volume of the total imports of the goods. 

19246. 76. If the tariff is so judiciously fixed there 
is no fear from diverting the source of Indian imports 


from foreign to British countries. 

19247. 77. I would suggest a preference from 2i td 
3 per cent, on those articles which do not come in 
competition with Indian manufactured article. 

19248. 78. I approve of fche system of levying cus- 
toms duty ad valorem. 


Oral evidence of Mr. MANMOHANDAS RAMJI, M.L.A., Bombay. 


Mr. Manmohandas Bamji, M. L. A., Bombay, was 
called in and examined. 

Please correct written note sent in by witness as 
follows •• — 

Answer to Question No, 31. — Alter last figure IS 
into SO. 

Answer to Question No. 35. — Insert not ’’ after 

do and come.” 

Answ’er to Question No. 390. — Delete the words 
which ought to be produced, but ”). 

19249. Sir Manakjee Dadahhoy. — Q, You are a 
member of the Legislative Assembly 

A. Yes. 

19250. Q. You are a mill-owner and Director of 
many mills? 

A. Yes. 

19251. Q. I understand you were at one time 
President of the Indian Piecegoods Merchants’ 
Association ? 

A. i am still the President. 

19252. Q. And you have served in many public 
capacities ? 

A. Yes. 

1925^. Q. You are also a member of the Mill- 
Owners’ Association? 

A. Yes. 

19254. Q. And an ex-Chairman of the Bombay 
Indian Merchants’ Chamber? 

A. Yes. 

19255. Q. And you have had various opportunities 
of securing practical knowledge of the working of 
Indian industries? 

A. Yes. 

19256. Q. I gather from your note that you are 
neither an out, and out protectionist nor an out and 
out frWe trader, but your policy is one of discrimina- 
tion? 

A. Yes. 

19257. Q. You qualify your protective policy by 
laying down two limitations and those two limitations 
are: that an industry should not be continuously 
protected, but should be protected only from 5 to 7 
years, and that the protection should not exceed 10 
per cent. 

A. Yes. 

19258. Q. I suppose I have correctly put you view? 
A. Yes. 

19259. Q. This view you take because you think that 
a policy of protection or free trade is not an end in 
itself, but only a means to an end, as you pithily put 
it. if our policy is to see what amount of protection 
could really help the industry and give that amount 
of protection, ^ou say: I see no objection for 

imposing customs duties for revenue purpose or levy- 
ing customs duties to the extent of 10 or 15 per cent, 
with a view to give protection to new industries which 
are likely to develop within a period of 10 years.” I 
gather from this statement of yours that you would 
,not like the customs duties ordinarily to exceed 10 
to 15 per cent. Is that even for protective purposes? 

A; No, I mean for revenue purposes. 

19260. Q. But you say: I am of opinion that 

those industries only should be protected which are 
able enough to stand on their own legs, after enjoy- 
ing for a period of 5 or 7 years protection to the 
extent of 10 per cent.” 

A.' In the first paragraph, I am speaking of revenue 
duties, but protective duties I deal with subsequently. 
When I say protection to the extent of 10 per cent.” 
1 mean that this duty should be over and above the 
revenue duty of 10 to 15 per cent. 

19261- Q. That is not clear from your statement. 
You say now that for protective purposes you would 
put a duty to the extent of 10 per cent, in addition 
to the revenue duty of 10 to 15 per cent. ? 

A. Yes, if both are put simultaneously. 


19262. Q. You make an important statement about 
agriculture which is of great importiince to us. You 
say : ‘ ^ Some people argue that Indian industries 

should not be given any protection at all, because the 
industrial development of India would require more 
labour and hence agriculture will suffer. I think 
that this argument is fallacious.” A little lower 
down in paragraph 16 you say : Any encourage- 

ment given in that direction (i.e., for the handloom 
industry) will lead to the employment of village labour 
which is badly in need of employment but which owing 
to the long-rooted habits and prejudices is loathe to 
come out of villages and join the urban industrial 
labour population.” 1 am laying special emphasis 
on these statements of yours, because in the course of ^ 
our enquiries we have been informed that if a policy 
of industrialisation is adopted in the country agri- 
cultural labour will be diverted to industrial pursuits 
and agriculture will as a result suffer and there will 
be recurrence of famines. On the other hand, your 
opinion seems to be that it is almost an impossible 
task to detach agricultural labourers from their homes 
and family surroundings and that they do not easily 
go to urban aj-eas. 

A. Well, there are two classes of agricultural labour- 
ers. One class is those who work as labourers on 
payment of wages. Of course these can be hired 
according to requirements. I do not apply my state- 
ment in paragraph 16 to that class, because that class 
will choose their own work wherever they get better 
wages. If a labourer of that class gets 10 annas in 
the fields and is offered 12 or 14 annas elsewhere he 
will leave the fields and go there. But the other 
people who own lands as agriculturists or who share 
with the owner of the land for cultivation, these are 
a respectable class in their own society, particularly 
their women, and would not go to work outside. 
They would like to work in their own homes during 
their spare ti|ne, but they would not like to work as 
ordinary labourers in some other class of work. 

19263. Q. In England we have got a class of labour- 
ers who work as industrial labourers from father to 
son. But 1 understand in Bombay you get your 
labour for industries from Ratnagiri and other places : 
they work here for a few months and they go back. 

A, That only applies to those people who hold very 
small holdings, half an acre or one-fourth of an 'acre, 
which is not enough for their maintenance and there- 
fore they come and work in the mills. 

19264. Q. If that I or J acre is not sufficient for 
tlieir subsistence, why should they leave the more 
remunerative employment in the mills and go back? 

A. They have two objects. One is that they do not 
want to give up their ancestral holdings. That is a 
sentimental reason. And the other thing is that their 
work here is so tedious that they require some rest. 
These two things together make them go to their 
homes and do something while they are there. 

19265. Q. They do not want to be permanently 
detached from their agricultural holdings? 

A. Yes. 

19266. Q. So the danger of the agricultural popula- 
tion being easily diverted to industrial pursuits is 
not after all very serious? 

A. Yes. 

19267. Q. In paragraph 3 you say that the duty of 
2^ per cent, on firewood under the heading “ timber 
in schedule 2 of part 111 of the tariff schedule should 
be abolished. Where is that timber imported from? 

A. It is imported from Indian ports. 

19268. Q. Which Indian ports? 

A. It comes from Goa and many other ports which 
are situated near forests. There is a duty on these 
articles. It makes firewood a little costlier to the 
consumer and I would not tax such articles. 

19269. Q. You say it is a coastal trade coming 
one port to another. If that is so,' 
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Indian poris. Are import duties levied on goods 
coming from one port of India to another? 

A. They levy it for revenue purposes. 

19270. Q. Are you sure that it is not octroi or muni- 
cipal duty? n -a; 

A. It is mentioned in the schedule of tariffs. 

19271. Q. Then it must he coming from foreign 
ports and not from our own ports? 

A. Even if it is coming from foreign ports I would 
not charge duty on it, because among poor people it 
is a necessity of life. 

19272. Q, You say ^Tt may also check to some extent 
the dumping of foreign goods but the present policy 
of levying countervailing duty on locally manufactured 
goods is contrary to all principles of equity.*’ How 
would you check it? 

A. By putting heavier duty on those articles. 

19273. Q, Import duty? 

A. Yes. 

19274. Q. Is that the best method of stopping 
dumping? 

A. There is no other method I can suggest. 

19275. Q. Is dumping after all an unmixed evil? 

A. Well, it all depends upon one’s. 

19276. Q. Does not the consumer get the benefit 
of it? 

A. Not always. It may come in the way of Indian 
industries. If dumping steps in and if^ there is com- 
petition between the Indian and foreign countries, 
it will harm the Indian industries. 

19277. <2* Then your only suggestion is that by put- 
ting Wavier duties you would stop dumping? 

A. Yes. 

19278. In paragraph 19 you refer to the conflict 
of interest between weaving and spinning class. I 
want to know how there is really a conflict. How 
does this 11 per cent, import duty on piecegoods affect 
the spinning industry? 

A. It does not affect the spinning industry at all. 
There is really no conflict of interest so far now. 

19279. is there no injustice to the spinning indus- 
try by this imposition of 11 per cent, on piecegoods? 

A. No-t at ah. 

19280. Q, What do you mean by saying there is 
no likelihood of any conflict of interest arising bet- 
ween the weaving and spinning class, even if it does 
the Government may reconcile them by judicious 
adjustment of the tariffs? 

A. You see the whole thing is this; that there are 
mills where there is weaving and mills where there 
are both spinning and weaving. Now there may be a 
conflict between the mill having its own yarn and the 
mill that has only weaving. The mill that has both 
spinning and weaving wiU be put to advantage. 

19281. Q. Then there is some diversity of interest. 
Isn’t it? 

A. Yes. 

19282. Q. You would then qualify that statement? 

A. Yes. 

19283. Q, You are interested largely in the mill 
industry, 1 should like to know your views about 
the present duty? Do you think the textile industry 
of Bombay needs further protection? 

A* Personally I do not think that the industry 
needs protection? 

19^. Q, Then it is in a position to withstand 
competition? 

A. There is no competition at present. But when 
it comes to finer counts there wiE Ibe a competition 
and a very keen competition. 

19285. Are Indian mills taking to weaving of 
finer counts? 

Yes, very gradually.^ 

19286. Q. So when the Indian mills take to weav- 
ing finer counts you think you wiU have to protect 
the Indian mEl industry? 

A, I cannot say that at present; but time and 
circumstances may require it. 

19287. What is your opinion about the present 
condition of the Indian mills? 

A. The present economic condition? 

19288. g. Yes. 

A, The present position is favourable for i>he 
industry. 

19289, Q. Do you think that this is temporary or 
has it come to stay in the country? 

A. Well, the present profits are not going to stay 
for a very long time. It may last foi; six or twelve 


months even at reduced rates. But they are not gd-^ 
ing to last for ever. The normal profits that the mills 
made in pre-vv^ar days will remain. 

19290. g. What were the normal profits? 

A. I think about 20 per cent, on an average. 

19291. Q. Have you worked them out? 

A. I have not gone into actual figures. But from 
my experience of the last 40 years I think it would be 
about 20 per cent. 

19292. g. You think there is an average of 20 per 
cent., average of all the mills? 

A. Yes. 

19293. g. Can you tell me roughly the period you 
are referring to? 

A. The last 20 years before the war. Of course 
there were periods when there was no profit. There 
may have been three or four years of had times. If 
you take the profits for the whole period and strike 
the average it will come to that. 

19294. g. Before the war, I am to understand from 
your statement that the industry was doing well, 
earning about 20 per cent, profits? 

A. Oh yes. 

19295. g. Then I want to know from you as an 
experienced mill owner and director of several mills 
whether those profits were adequate for the capital 
invested. 

A. If the mills eaim on an average 20 per cent, that 
will be enough. 

19296. g. If according to your statement the mill 
industries during the 20 years preceding the war 
were doing well, why do your Bombay people object 
to the per cent, excise duty? 

A. Because it is a countervailing duty. That is the 
word which they object to. 

^ 19297. g. You mean you abhor the nomenclature 
rather than anything else? 

A. I do not object if it is even 10 per cent, for 
revenue purposes, but if it is for the sake of other 
countries that you want to tax, then I object to it 
on principle. 

19298. g. Then, I understand that the circumstances 
under which the duty was imposed made it unpo- 
pular. But if that duty is levied as for revenue 
purposes you have no objection to the levy of the 
duty? 

A. I have no objection to the levy of the duty for 
revenue purposes; but I would say that the import 
duty on the imported article should not be abolished 
and this duty kept for revenue purposes. If there is 
import duty and besides that if you want to raise 
more money then you can resort to excise. 

19299. g. The import duty is 11 per cent, and 
the excise is 3^ per cent. Do you think that this 
margin is fair or is it insuflBlcient? 

A. I think on principle the excise duty is not fair. 
But 1 cannot fix any hiargin between the two. it 
all depends upon circumstances, 

19300. g. You know as a member of the Legislative 
Assembly that the revenues of the Government of 
India are in a bad way. Revenue duties will be 
required for some years to come. I do not see at 
any rate, and I suppose you will agree with me, that 
there is much prospect of additional revenue coming 
in. So some sort of duty will have to be got for 
revenue purposes. If this excise duty is kept for 
revenue purposes — ^I am taking a hypothetical case — 
do you think that the present 11 per cent, import 
duty gives a sufficient margin or do you want to 
increase this import duty of 11 per cent. 

A. If we want more "money I would increase 
import" duties'. 

19301. Q, Your position then is that if more money 
is required for revenue purposes you will go in firat 
for the increase of import duties? 

A. The reason why B suggest that is that the 
textile goods imported into this country are consum- 
ed generally by the rich. The Indian Tnillg supply 
the wants of the poor. Therefore, I say do not 
put heavier burden on these poor people even for 
revenue purpose, hut tax as much as you can the 
jrich. 

19302. Q. The other day one of your citizens, Mr. 
Wadia told us that he would even go to the extent 
of doubling the excise. What is your view? 

A. I wonH go up to that limit, never. 

19303. g. You would not exceed the present limit 
of per cent. 



4. If circumstances demand that we cannot reduce 
this duty I would be satisfied to keep it on at its 
present level. But as soon as the time permits it 
should be lowered, if anything, but never increased. 

19304. Q. Then your idea is that if the revenue 
facilities improve, that is if you find other sources 
of revenue, then this duty should be abolished or 
reduced ? 

A, Yes, at the first opportunity. 

19.305. Q. As regards these export duties, I see 
that you are generally against the imposition of the 
duties. 

A, Yes. 

19306. Q. 1 should like to* have your opinion on 
one or two points because we have had conflicting 
opinions before us. What is your opinion about an 
export duty on oil seeds? 

A. If you put export duty on oil seeds there may 
bo another article which a cultivator may find remu- 
nerative and he will reduce the production of oil 
seeds. Whenever there is an import duty on any 
production it means that the producer will get so 
much less, because the prices are governed by the 
cheap markets where large quantities of these things 
are grown, it does not depend upon the Indian 
market alone. India has entered the world market. 
Therefore there should be no ejcport tax on any 
ingredients if we can avoid it. 

19307. Q. Will export duty depreciate the value 
of crops? 

A. Yes, to the cultivator. 

19308. Q. Who pays the export duty, the producer 
or the exporter? 

A. The cultivator will ultimately suffer. Let us 
take for instance wheat. The price of wheat is 
governed by the world market. If you put a duty 
on the export of wheat our wheat will be subject to 
so much reduction in the consumption and hence 
the producer will get the loss. 

193Q9. Q, You do not recommend any duty on 
wheat? 

A. No. 

19310. Q. Supposing in case of shortage of crop 
you require wheat to be retained in the country, 
what would you do? Would you put export duty, 
or would you have any special control? 

A. I, would perfer control; but that only under 
exceptional conditions such as famines. 

19311. Q- In this connection I should like to know 
about the present excise duty un rice. There is at 
present an excise duty of 3^ annas per maund of 
rice. Does that affect it in any way? 

A. I have not thought about it, I should there- 
fore hesitate to give an answer. 

19312, Mt; Narottarn Morarju-^Q, In Bombay 
and Ahmedabad there are many mills. Do you think 
that in Bombay agriculture has suffered? 

A. Not at all. 

19313. Q, In the past two years because piecegoods 
were ordered on Indian firms there was worldwide 
slump. Was it due to the fact that Lancashire 
sxrfered or was it owing to the 11 per cent, duty ? 

- A. The thing was this, that when the cotton prices 
went up to about 25d. per lb. all of a sudden at that 
particular time the exchange policy of the Govern- 
ment came to be changed and people made large 
purchases on account of the exchange going up. 
They thought that they would make large profits 
out of this. But when the time came for taking 
delivery the exchange also collapsed and the 
merchants suffered very heavily. The exchange went 
down from 2s. lOd. to Is. 6d. and even downwards 
and the goods cost very heavily, twice as much 
because the difference in the exchange was between 
35 and 40 per cent, and therefore these goods could 
aot be sold immediately in the market on account of 
the high prices of the goods and therefore the slump 
took place. 

19314. Q. The 11 per cent, duty has had nothing 
to do. 

A. Nothing at all, because as I said before to Sir 
Manakjee Dadhabhoy there is no competition in 
India whereby Lancashire might suffer on account of 
the import duties. 

19315. Q. Do you think that after several years 
India will be able to spin finer counts ? 

A. Yes, if there is a judicious managemeiit and if 
the Government help the cultivators to do it. 


19316. Q. Before India can grow o^/tton for finef 
counts if she has to import cotton iitable for the 
manufacture of finer counts and if .e Indian mills 
desire to produce finer counts hG^.^.^p’Ould you give 
protection to them? 

A. 1 don’t think they would need protection. You 
know from your own experience that India about 40 
years ago used to grow long staple cotton. Before 
the deterioration came in India used to produce 
purely long staple cotton and Indian mills were 
unable to produce more more than 14s. or 16s. Then 
gradually as people got experience in working we 
have gone up to spinning 30s. We have successfully 
been spinning 30s. Now there are some mills which 
are producing 40s. but they are from American and 
South African cotton. 

19317. Q, What do you think of the Japanese 
competition ? 

A. Japan entered this competition during the war. 
Of course it has got some hold of the market and I 
think it will keep that hold. 

19318. Q. What do you think of this khadi move- 
ment? 

A. As I said in answer to another question if 
people who do not go out to work can spend their 
leisure in spinning khadi, they are quite welcome. 
But as a business or economic proposition it will 
not work. 

19319. Q, Are not railway freights very high? 

A. Yes, the 3 ^ are rather against the Indian 
interests. There are two classes of rates. The rates 
from port to port have come in the way of the Indian 
industries. You find that port rates are much 
favourable because railway companies think that by 
taking goods direct from one port to another they 
can despatch them very soon. But they reduce it 
so much that it has gone against the industry. Now 
I will cite one case. The railway rate from Bombay 
to Calcutta is very much less than from Thana to 
Calcutta though the difference between the two dis- 
tances is only 12 miles. That is why many mills 
have sprung up in Bombay. This is the case in the 
matter of other industries also. Take the match 
industry. Matches from other countries can be sent 
to the interior of India much cheaper than from the 
interior to other places. 

19320. Q, In some cases goods coming from foreign 
countries can be sold cheaper owing to these freights. 
The freights from England or Belgium are much 
cheaper than from Bombay to Calcutta. 

A. Well, I don’t know much about Bdgium. From 
England we used to get piecegoods at about 125. a 
ton freight, that is, for about six thousand miles, 
whereas freight from Bombay to Calcutta is about 
Es. IjX per maund. If I remember right 27 maunds 
make one ton, 

19321. Q- So you would surest. 

A. I would suggest that there should be a rate on 
mileage and not anything like port to port rates 
and such other rates, 

19322. Q. You say in answer to question 18 that 
the Indian industrialist will always stand foreign 
competition. Do you think India can compete with 
the jute mills in Calcutta if they were to start jute 
mills in Calcutta? 

A. Nothing prevents any Indian from competing 
with the European firms. 

' 19323 Q, In answer to question 30 you say that 
export duties should be imposed upon those articles 
which are produced exclusively in India and for 
which there is no foreign competition, e.g. jute and 
hides. You also say that export duties may also be 
utilised for bargaining with other countries and for 
retaliating any injustice done by other countries to 
India. Jute may be a monopoly of India, but hides 
are no monopoly. 

A. Not a monopoly. But then we know that by 
putting duties on hides we wiU not prevent the 
growth of it. You will not check it by artificial 
means as you would do in the case of food grains 
and other articles. Here it is a natural product and 
if you give help to your own industry by protection 
it will develop, and you would do a good service to 
the country. That is why I say that duties should 
be put on hides. 

19324. Mr. Coyajee. — Q. You have thrown so much 
light on the topics before us that there is very litlle 
more to ask. But I would draw your attention ag^. 
to your answer 18 in which you say itoi a® Ttfle 



Indian industrialists will always stand foreign com- 
petition. A great many apprehensions have been 
expressed before this Commission that if foreign 
firms were allowed to come in they will get mono- 
polistic powers, and that therefore all sorts of 
restrictions should be put in the way of their coming. 
Various ideas have been proposed. One is that if a 
foreign firm comes in it should be compelled to take 
half its capital from Indian quarters and that also 
half the directorate should be Indian. Will this 
proposal meet with your approval? 

A. No, because I do not see the reason for your 
putting the condition that half or one-third the 
capital should be Indian. Supposing that there is 
some important industry that could be developed in 
India successfully by some foreign firms although 
Indians do not develop that industry. If you pres- 
cribe conditions in India and if they are not disposed 
to invest their capital in India, it means that you 
stop a very important industry merely on sentimental 
grounds, 

19325, Q. You believe that if foreigners , start 
industries here we shall have a great advantage. 
We shall imitate them and develop industries. 

A. It will give us practical experience at somebody 
eise^s cost. 

19326. Q. In answer to question 12 you want to put 
an import duty on shipbuilding materials. But if 
you put a duty won’t you stop our shipbuilding. 
Will not our shipbuilding industry suffer by the taxa- 
tion of shipbuilding materials? 

A. It is an answer for protection. 

19327, iir. tSeshagifi Iyer, — Q. As regards your 
answer to question 18, supposing a concession is 
granted to a iliuropean farm, say with regard to forest 
exploitation a mining concession, nuca, mining or 
gold niinmg, Government takes it into its head to 
give it on a long lease say 40 years. Would you then 
insist upon the Indian having a share in the conces- 
sion or some kind of management, before such a con- 
cession IS granted by Government? 

A. Ill this connection I hold some peculiar views. 
I think the system of granting concessions is faulty, 
it is very easy for jturopeans to get concessions, 
because the heads of departments are Europeans, 
and they meet each other. Of course I do not say 
this from prejudice, hut from a practical point of 
view. There are facilities for Europeans to approach 
the authorities. They put their case before them 
and they get the concession. Government will say 
“ This man came first and has established a certain 
rights,” and they negotiate with that man, and if 
they both come to terms the concession is given. 
When Government is about to give a concession, 
they should publish the conditions of the whole con- 
cession and ask whether there is anybody who is 
prepared to come forward with more favourable 
terms. 

19328, Sir Manakjee Dadahhoy, — Q. You recom- 
mend auction of concessions? 

A. No, But I should advertise the conditions and 
ask whether anybody was coming forward. If nobody 
comes in, then of course Government will be justified 
in negotiating with any party that they like. But 
m the absence of such a procedure those who oan 
approach the authorities are able to get the conces- 
sion, 1 do not say 'lhat Government is so inclined 
that they will give it to Europeans and not to 
Indians'.- if the Indians approach first then they will 
stand equal chances. I do not doubt it. But the 
facilities are not so great as in the case of Europeons. 
If the Government make known the conditions and 
their intention that they are about to gii^e the con- 
oessiou in a particular case it wiH attract the atten- 
tion of several people and if there is any substance 
in the concession many people will come forward. 

19329. Q, 1 want to get away from the racial 
question. As far as I understand your answer to 
question 18 if there is open competition you have 
no objection to Europeans coming to this country 
and establisliing firms and so on. But supposing 
thiit a concession, a favourable treatment is accorded 
to a person, whether he is a Japanese, German and 
Englishman, would you not insist that in such cases, 
where the resources of the country are to be'' ex- 
ploited a portion of the concession should go to the 
sons of the soil? 

A. My suggestion does away with your auery. 


19330. Q. I do see it, but supposing it is still 
done ? 

A. Then it is the duty of every son of India to 
protest against that procedure. . 

Q. And to insist that he should have a share? 

How? By remaining idle at home? 

19331. Q, I don’t want them to remain idle. What 
I say is that you should tell Government “ If you are 
going to give a concession of that nature then you 
must associate with the concessionaires persons who 
are sons of the soil.” 

A- Why do you require this condition if the sons 
of the soil get equal facilities? As I say my precau- 
tion is this. Suppose an industry, a concession, 
requiries 5 crores and if you lay down that half the 
capital should be subscribed by Indians and you are 
not able to get the Indians to subscribe 2i crores, 
the result will be that you will stop all chances of 
that industry coming to India through somebody 
else. That is my point. 

19332. Q, 1 quite realise what you have stated, 
namely, that if there is open advertisement and open 
auction you won’t have any concession arising. 

A. 1 differentiate between auction “and advertise- 
ment. . 1 do not say that there should be auction. 
1 say that Government should advertise and invite 
tenders stating the conditions which they are 
offering. 

19333. Q, Government may not look at things from 
your point of view? 

A. if they don’t look at it properly, you must 
make them look at it from your point of vi,ew. 

19334. Q, Supposing they don’t? 

A. How does it affect the fact that, half the 
capital should be subscribed by Indians? 

19335. Q, Then under no circumstances would you 
fetter the foreign companies which may come into 
existence ? 

A. No. 

19336. Q. If there is to be a concession, you don’t 
want any condition that there should be a portion of 
the shares to be subscribed by Indians, You don’t 
insist upon it. That is your position. 

A. Yes. 

19337. Q, You said that you are prepared to go 
from 10 to 15 per cent, as a protective duty? 

A. If it is a question of a protective duty it should 
be 10 per cent, irrespective of the import duty. 

19338. Q. Supposing an article bears a duty of 2i 
per cent, you would go beyond 12J per cent, if it 
is by way of protection. That is your position? 

A. Yes, Another condition is that the industry 
should be able to stand foreign competition within a 
limited period. 

19339. Q, Coming to the question of excise duty, 
if I understood you rightly, you would retain the 
3i per cent, excise duty, if it is insisted upon for 
revenue purposes, and provided, I take it, that thore 
is an import duty coming up to 11 per cent. Is 
that your position? 

A. It is not my condition that the 3^ per cent, 
excise duty and the 11 per cent, import duty should 
bear a ratio. My position is this. I^am agreeable 
to the retention of the 3^ per cent, duty for revenue 
purposes, if the State wants it for revenue purposes. 
But if the State does not want it for revenue pur- 
poses I should insist upon the removal of the duty 
at once. 

19340. Q. Otherwise, at present you have no objec- 
tion to the 3J per cent, duty? 

A. Looking to the huge deficits I have no objection. 

19341. Q. If it indirectly benefits some other 
industry that would be an additional argument in 
favour of its retention? 

A. I do not think there is protection to any indus- 
try by this 3^ per cent. duty. 

19342. Q. Supposing it is so, it would have an 
encouraging effect upon the hand-loom industry? 

A. You mean by getting cheaper yarn? 

19343. Q,. I am speaking purely of the 3i per cent, 
advantage as between the hand-loom industry and the 
mill industry? 

A. Then you are assuming that there is competition 
between the hand-loom and the mill industries. 

19344. g. Bo you say that there is no ccanpeti- 
tion? . ; 

A. I maintain that there is no competition at all. 
If there was competition betwAAn +iTia Tta>Ti/?_7rtrt'r« 
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the 50,000 power in the mills this industry should 
have been wiped off loug long ago. That the hand- 
loom industry has been able to retain its hold up till 
now successfully is only due to the special class of 
work that these weavers are interested in. It is 
impossible. It is not expedient from the manufac- 
turers’ point of view to enter into competition with 
this hand-loom industry. In fact they have tried 
and have failed in many cases. 

19345. Q. Do you mean to say that the power looms 
have been unable to stamp -out the hand-loom 
industry because there is a particular attraction on 
the part of the people of this country for the hand- 
loom cloth .P 

A. Not attraction. I mean in the designing. 
There are certain classes of cloths that the Mahrattas 
for instance will wear, certain sarees and bodices 
woven in a peculiar way. In the matter of their 
borders and the inside get-up it is very difficult for 
the machine factories to compete with. 

19346. Q, You are speaking of your experience of 
Bombay. Supposing there is a province where the 
hand-loom industry does come into conflict with the 
mill industry and supposing that in 95 per cent, it 
is found that the hand-looms compete with the power 
looms, in that case, would you not give protection 
to the hand-loom industry? I am putting a hypo- 
thetical case. 

A. There are a large number of people who are 
solely devoted to it. It is an ancient industry in this 
country and I think that if you allow that industry 
in any way*- to suffer you will throw out of employ- 
ment a number of people for whom Government will 
not provide. These people are tenacious. They 
stick to their industry. The result of discouraging 
them will be to throw out of employment a very 
large number of people who are solely employed in 
it, and this is a serious matter for consideration. 

19347. Q. On what grounds? 

A. My proposition is a general one. Where a 
particular industry comes in competition with the 
factory products, in that particular case, and if 
therS is any need for protecting this, I will have no 
objection to protect it by some means or other. 
But I would not generalise it and afford protection 
to the hand-looms at the expense of the factories. 

19348. Q, So if the conditions that I mention are 
establisjied you will have no objection to the ^ pro- 
position? 

A, In the special case we can give protection for 
a special class of people. 

19349. Q. In this ' connection you know that the 
finer counts of yarn, at any rate in the province of 
Madras, where I come from, are largely used by the 
hand-loom weavers. I take it that you would hot 
impose an import duty on the finer counts. 

, A. No. 

19350. Q, As regards dumping, you advanced a pro- 
position that although it makes things cheaper to the 
people yet it kills the industry in the country, and 
therefore it is an evil which you would provide 
against. Take a concrete instance. Supposing by 
means of dumping in a particular rear goods are made 
cheaper but the particular industry in the country 
is killed altogether. Take for example a particular 
industry, matches or the paper industry, which was 
started in Bombay. With the sole object of killing 
it you flood the market with cheap matches and 
paper, as a result the Indian industry goes away 
, alli)gether. Would you in such circumstances not 
\itaye some legislation which would prevent dump- 

A. I have made a qualification in cases where it 
comes into conflict with the Indian industry. ' 

19351. Q. Yuu would provide against dumping 
when the market is flooded and the Indian industry 
is killed. 

A. Yes, 

19352. Q. With regard to railway rates, I want 
you to think out what some witnesses have put to 
Xis^ It has been put to us that if the rate from 
Bombay to Oalqutta is cheaper comparatively than 
the rate from Bombay to Peshawar, it is because there 
is a possibility of goods being taken back from 
Calcutta and there is not the same possibility of 
goods being taken back from Peshawar. Is there 
any reason why the railway companies should charge 
these varying rates? 


A, The root cause of it is the port to port and the 
through rate. If this is done away with and mileage - 
system adopted, you would do away with all the 
anomalies. 

19353. Q. If the mileage system is adopted the 
railways may not always have goods on returning. 
The carriages may have to come empty, the com- 
panies will have to lose gradually. 

A. The railway companies will have to see to that. 
The general public has not got to see to the question. 
Of course it affects the general public when the man- 
agement of the railway system is changed from Com- 
pany to State. But the State can raise its revenue 
by putting up the rates. If you have State manage- 
ment the State has the right to manipulate the 
income from the railways as they like. They put in a 
surcharge last year. This has been taken away this 
year. Next year they may put it up very high. 
People have no voice because you have no competi- 
tion. That is what State management will work 
to. 

19354. Q. Then I take it that you think that there 
must be some arangement with the railway com- 
panies ? 

A. It is a commercial question between the railways 
and the traders. 

19355. Mr. Bliodes. — Q. Your view is that in India 
you have got the market, raw materials. You have 
got labour and organising ability, and any protection 
that you want on the top of all this would be very 
small, about 10 per cent. I think that is your 
position ? 

A. Yes. 

19356. Q. I would like to ask you about this new 
proposition of yours regarding concessions. There is 
one little difficulty I see about it and I think you 
may probably be able to throw a little light on it. 
It is this. Suppose you (or I if you like) were to 
find valuable deposits somewhere which had been hid- 
den for years. It cost you probably many years of hard 
labour and very great expense to find it. Having 
found this and having approached Government for 
a concession, would it be fair for Government to give 
it to somebody else? Could anybody else come in 
and stand in exactly the same position as yourself 
who have discovered the deposit? 

A. In that case I should give preference to the 
first man, other conditions being equal. He deserves 
that preference for coming out first, and for his 
efforts at his investigation and ascertaining, and for 
that purpose I would give him preferential treat- 
ment. But I would not go further than that, 

19357. Q. Only then you would encourage people 
to come and look about the surface of the country. 

A. Yes. Otherwise there .would be no encourage- 
ment at all. 

19358. Sir Manahjee Dadabhoy. — Q. You would not 
object to foreigners prospecting? You won’t stop 
them? 

A. No. "Why should I stop it? because it is open 
to any man to come forward and find out the 
minerals. 

19359. Q. When he finds it out you would give him 
a reward ? 

A. Certainly. 

19360. Mr. "Rhodes. — Q. About the question of 
railway rates, which is not quite germane to our 
enquiry, but which is a very interesting one, there 
are two views generally about railway rates. One 
is that the railways should be worked as a commer- 
cial proposition, . and the other is that the rates 
should be manipulated in the interests of industries- 
To get out of Bombay through the Ghats you have 
to spend vast sums of money. But to get out of 
Calcutta we have just to throw our rails down along 
level ground for hundreds of miles. There it is 
cheaper for us on our side to carry the goods on 
the railways than on this side. I would like to have 
your general views on this subject. 

A. I have not followed your question. 

19361. Q. I want to ask you whether you would 
have the railway rates manipulated in the interests 
of industries or whether you would have them run 
purely as a commercial proposition. I want to know 
how you would yourself run them if you are the sole 
owner. 

A. As long as there are railways 
ment surely people have the right 


owned by Gov^-* 
to exp^t .Goyfe-. 



866 


ment to protect the industries of the country. But in 
the case where companies own the railways people have 
no right to dictate any terms to them unless there 
is a special condition at the time of giving the con- 
tract to the particular company for giving preferen- 
tial treatment in the case of certain industries. 

19362, Q, But let us take the case of Government. 
That is we are ourselves owning the raihvays^. ^ Should 
we then run them as a commercial proposition.^ 

A. In that case certainly as a commercial proposi- 
tion. But when it is pointed out to us that there 
is a likelihood of putting up a new industry by way 
of granting concession rates to that industry, in that 
case I consider it is the duty of the State to give 
that protection. 

19363. Q. But if you were the owner of the line, 
would you not exactly do the same to encourage a* 
new industry on your line?^ That would be running 
it as a commercial proposition, would not it? 

A. Certainly. I mean the change in the owner- 
ship brings about all these questions. Here in the 
one case the people are the owners because the 
Government are the people and it is their prime 
duty to see that their industries are encouraged 
and therefore it is the bounden duty of that Govern- 
ment to encourage their own industries.^ When it 
come«? to a comp an V managed line, then an the case 
of ohl comnanies we cannot go and ask that company 
at this intermediate stage to reduce or give preferen- 
tial treatmeut to certain industries. It is an impos- 
sible proposition to make bnt having regard to the 
ownership of some part of the railways and when 
new railwav concessions are to be given, that must 
be one of the conditions that wdiere the industry 
requires any sneeial treatment in the matter of 
rates, it should be given. 

19364. 0, Yon have not quite grasped my point. 
I am asking that if the line is owned by a company 
or is owned bv a private individual it would still be 
bis obvious duty as a businessman to give a con- 
cession rate if hv doing that he can attract a new 
industry on to his line. 

A. Yes. 

19365. 0. Just in the same way, if the Bengal 
Nagpur Bailwav or Messrs. Tata Iron and Ste^l 
works owned the line would not the position be 
identically tbe same? In both cases is it not in the 
interests of the concern and of the country to give a 
concession rate? 

A. Well, if it brings in more revenue and if nothing 
suffers, then it is tbe duty of everybody to look to 
his own interest and earn as much as he could. 

. 19366. 0. Would you suggest carrying goods at a 
loss in order to benefit an industry? 

A. No, T dpnH sav that. 

,19367. 0. That is tbe other extreme. 

A. Instead of making 10 per cent., you must he 
satisfied with making less. 

19368. 0. On page 2. when vou are talking about 
excise duties, vou say ** whv should other industries 
go scot free,’* Well, vou have iust got a week to 
advise Sir William Hailev as to what other industries 
are canable of excise, duty besides cotton and salt. 

A. Well, you see that it is the duty of Government 
to see that they tax evenly and where they impose a 
tax, it should be with this condition that the people 
are able to bear it without feeling the hardship. 
:Now this duty, as we know the origin of it, is that it 
i<=» a cnnnteryailing excise duty and there T object. 
Mv either ground of obieetion is that this industry 
onlv is selected for that purpose. Tf they had put an 
excise duty on three or five industries, then T should 
not mind it. Now, if it is for revenue purposes, 
then I should sav why not tax jute, why not tax 
some other thriving industry? 

19369. Q. I quite appreciate your point. What I 
want to know is this. Can you suggest for our gui- 
dance any other industries which ought reasonably to 
bear an excise duty? 

A, T think that it requires a very careful consi- 
deration and I am not prepared to answer that 
question off hand. 

19370, Mr. — Q. I have very little to ask 

you. You have explained your views fully. You 
recommend, I understand, that protection should 
only he given for a very short period. 

A. Yea. 


19371. Q, Seven years at the outside. 

A. Yes. 

19372. Q. How would you ensure its being taken 
off at the end of that period? You know the diffi- 
culties in getting a protective duty removed in other 
countries. If once you start it, it is very hard to 
take it off. 

A. How have they found it difficult to take it off? 
Fear of agitation? 

19373. Q. No, in America for instance there have 
always been^ strong interests supporting tbe conti- 
nuance of the protective duties when once they were 
started. 

A. Then the Government must be very weak. 

19374. Q. Perhaps they are. They have a demo- 
cratic Government and this country also is going 
to have a democratic government. What I want to 
know is whether you can advise any special way of 
limiting the period of protective duties? 

A. My theory in this connexion is this. The 
country is very poor and if you go on putting bur- 
dens by way of protection, (protecting all industries) 
tben YOU will tax the people unnecessarily. I say 
that those industries in the first instance which are 
able to stand foreign competition for a number of 
Years and with little protection, should he^ tackled 
first. As YOU have done them, go to the next and 
graduallv tickle all. Then time will come when the 
Indian conditions will he quite different and vou 
will b*^ more able to tackle tbe verv difficult indus- 
tries I mean, where protection in the present stage 
will have to he high. 

19375. Q. I quite understand that. But how would 
vou ensure the duty being taken off at the end of 
the period? 

A. At the end of the period of 7 vears, if it is 
thought that there had not been sufficient time ‘for 
that industry to go, it may be extended. Of course, 
it is not a rigid line that T draw. It must be regulat- 
ed bv conditions, but generally it ought not to be 
more than that period, 

19376. 0. You would simnly leave it to the autho- 
rities to deal with it at the time. 

A. Yes. 

19377. Mr. Jamnndas Dwarhndos. — 0. You know 
that we asked this question in our questionnaire (No, 

29) whether vou would suggest the establishment of 
a permanent organisation and you have answered 
the Clues tion in the affirmative. # 

A. Yes. 

19378. Q. Don’t you think that if an organisation 
of that character which would he advisory were - 
created, it would be able to deal with a contingency 
of this sort, whether a particular industry deserves 
to have protection for a longer time or whether you 
want to reduce the protection? # 

A. Some authority with powers not merely 
advisory. 

19379. Q. But the ultimate decision wonld rest 
with the Legislative Assembly. 

A. What I say is that it should not he like many 
other advisory hoards whose advice is thrown into 
the wastepaper basket and action is taken in quite a 
different wav. 

19380.^ Q. It would be advisory in this sense that 
the ultimate decision should rest with the Legis- 
lative Assembly. 

A, But the advice of this Board should carry some 
weight with it. ^ 

19381. Q. Your examination has been very full and ^ 
has been enlightening if I may say so. There are 
some points however on which I should like to have 
further information. Take your answer nlease with 
regard to foreign companies. You have taken a point 
of view which has not been taken by ^any witnesses. ^ 

A. T am sorry for them. 

19382. Q. Most of them have been theorists and 
they are all frightened at the prospect of foreigners * 
coming in. Your position in this respect is this, 
that provided equal terms are given to Indians as 
well as Europeans. 

A. As far as concessions are concerned. 

19383. Q. First of all you have no objection to the 
establishment of foreign firms in India. 

A. None at all. / 

19384. Q. And so far as concessions are 
provided equal opportunities are offered 
don^t want any bamer put against the fore%ner, . 



A, 1 mean wien it is open competition, there 
should be no barrier at all. 

19385. Q. You would not insist on a certain per- 
centage of capital being owned by Indians and 
management being Indian? 

A, Unfortunately I don’t hold that opinion. 

19386. Q, About the question of railway freight, 
Mr. Seshagiri Iyer suggested that because the railway 
company cannot bring back goods from Peshawar, 
they are charging more from here ter Peshawar and^ 
less from here to Calcutta, that is the suggestion 
he has made. On the other hand don’t you think 
that there is some room for this suggestion also that 
the port to port trade is cheaper because there is 
a tendency in the railway companies, State or 
private, to encourage export and import trade and 
not to encourage internal trade. 

A, The object is not so. The object is not to 
discourage the local industrial trade, but somehow 
or other it has found favour in this idea. This 
idea has prevailed all along from the beginning 
when India simply depended upon imports and this 
thing has been carried on up till now. The root 
cause of the introduction of this system is that in 
Europe it is a position accepted by all people that 
there should* be a special rate from port to port for 
encouraging this trade. I can believe that, Ijjit this 
system under present conditions of India haS worked 
detrimentally to the Indian interests. It is a special 
case. All over the continent each nation or each 
Government is able to take care of itself. Here we. 
have had to face a policy of free trade and therefore 
we are working under this disadvantage 

19387. Q, Now in regard to the excise duty, you 
object to it on principle. 

A, Yes. 

19388. Q. The history of this duty is rather sad 
so far as this country is concerned. ^ 

A. It was badly treated. 

19389. Q. This policy was forced on us in the 
interests of Lancashire. 

A. Yes. 

19390. That is why you would see the last of 
the excise duty if you can help it. 

A. Yes, 

19391- Q. You hold strongly, and you have said so 
in answer to Mr, Seshagiri Iyer, that this excise duty 
in no way protects the han^oom industry. 

A.' Not at all. 

19391. Q. Because your experience tells you that 
there is absolutely no protection between the goods 
produced by the mills and those produced by the 
handlooms. 

A. Not at all, 

19393, If this argument is brought forward that 
this excise duty should be retained for the purpose 
of- protecting the handloom industry, you would not 
attach any weight to the argument. After all any 
man who has experience in his line will take up that 
position. 

, A. How can I say that? That is my experience. 

19394. Q, Now there is one point on which I am 
afraid questions have not been put to you, that is, 
with regard to Imperial Preference. You seem to 
favour a policy of Imperial Preference to a certain 
extent, 

A, Yes, in .a qualified way. 


19395. Q. Would you mind elaborating yoiit 
views? 

A. My qualification* begins with this that in cases 
where any import is not competing with the home 
industries, that is Indian industries, I should give 
Imperial Preference and ‘that Imperial Preference 
should be to a limited extent. That I have stated. 
My ground for accepting that principle is this that 
it is one of our duties as a part and parcel of the 
Empire to see that our Empire trade is protected or 
properly looked after. If we allow foreign trade to 
grow in our own Dominions and don’t give any pre- 
ferential treatment to Empire production, I think it 
is a faulty idea and therefore under that condition, 
I should rather give protection to our industries, I 
mean Empire industries, against foreign industries. 

19396. Q, Your position if I can sum it up is this 
that you would adopt the policy of Imperial Pre- 
ference in those cases in which India has not to 
make any economic sacrifice. 

A. When there is no competition between other 
parts of the Empire and India. For instance in the 
case of the textile goods, I should not give any 
preferential treatment. 

19397. Q, You would restrict it to non-competitive 
articles. 

A. Yes. 

19398. Q, Where the advantage would be to the 
Empire as a whole and no loss to India. 

A. Yes. 

19399. Mr. Ehodes. — Q. Would you advocate put- 
ting higher duties against Japan for instance? 

A. I will hare no objection to do that provided 
that action does not come in competition with the 
Indian mills. 

19400. Mr. Jamnadas Bwarhadas. — Q. Your support 
of the policy of Imperial Preference is mainly on the 
ground of patriotism. 

A. Yes. You are quite sure that that policy 
should not cause in any way any economic disadvan- 
tage to India. If it is adopted judiciously, it should 
not cause any loss to India. 

19401. Mr. Coyajee. — Q. There is a proposal before 
the Commission to grant heavy protection to hosiery 
and calico printing for their development in this 
country. Do you think that these particular articles 
have got any special claims to protection? 

A. Well, even .with heavy protection I have my 
doubts about calico printing. Calico printing is an 
industry, though in- some countries highly specialis- 
ed, done principally in goods sptm out of very fine 
yarn and therefore India has not gone into that 
question as she is generally interested in coarse yarn. 
Time is of course coming fast when this industry is 
likely to take hold of the market and a ^reasonable 
protection, if given, will be welcomed. 

19402. Q. Now what about hosiery? 

A. Of course it requires a protection because from 
the foreign markets we get them very cheap and 
therefore it needs protection. 

19493. Q. Would you give it at once? 

A- Yes. 

19404. Q. Then there is ' another proposal to give 
protection to cotton blankets made from cotton waste. 
Would you give protection to them? 

A. T don’t see any reason why they should require 
any protection^ 


Witness No. 125. 

WtiHen 'evidence of the Gnfarat Islam €o.» I4d*, Kahkaria Eoad, Ahmedahad, dated 80th January 1922^ 

C. M^ufactuies* 


19405 . 43, I am interested in the manufacture rf matches 
of various kinds such as Safety. Pyrotechnic and Star 
itfatcles. I am the Secretary Tieasurer and Agent of tl e 
Gujarat Islam Match Mann actnrinjr Co., Ltd.. Ahmedahad. 

19406. 44, There are certamly natural adv.-nt ges wMoh 
tt e industry can have in India, ti e chief -ef them being wood. 
As you^ will agree, woon is to the matrh industry what 
cotton is to the textil- indns+ry. Wood is the ruling 
factor in the success of a match factory. 

194o7. 4o, The ind» etry is really of substantial import- 
ance t* the economic prosperity of India* It is an undisputed 


fact that matches are absolutely indispensable both to the 
poor as well us rich. If India is therefore to progress to- 
wards satisfying her own requirements so far af« possible ar -n 
other uor's if India is to ‘ e self-contained, match industry 
is of a good deal of economic impoitarce to India. In this 
connection, it w<uld he inte>est’ng to note tl at India has 
to import every year matches fivm Japan a»d S'*'eden to 
the exte'' of approximately five cures^f rupees. To what- 
extent thertfoie the national enterprise is helped E 
means a decrease -in miort of foreign mab^hes to that 
much extent. In shorty the '^alue of these - 
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in India and Indian lafeottr and talent are thereby encour- 
aged. The nM^tcH in*iustry is also t*ssentiHl to the national 
security. It would Ve admitted that during the gre.it 
European war of 1914, the prices of matol’es would have 
been advanced beyond limit b»it for Japan. Supposing 
Japan takes up arms against Great Britain at a future date, 
how is India to be supplied with her requirements of Safety 
matches P The leply may here be given by a critic tha^ she 
m ij turn her eyes toivards Sweden and Austria. But if 
these countries are unfoitunately dragged in any European 
war zone, I cannot imagine how pitiable the condition of 
India will he. Bearing all these facts in mind, I am of 
tlie opinion that this industry is of immense importance to 
the' national security of India. 

19408. 46. The i’ dustry in India may be correctly styled 
in the preliminary stage. This industry being quite novel 
to India, one has to encounter great diraoulties in securing 
expert advice. If however it succeeds in finding out an 
expet t which is not an easy task, it finds the remuneration 
asKed by the expert too hea^ for the infant industry to 
bear. In this connectioi, Japan, Sweden and other 
countries afford a very notable example. 'I he Japanese, 
Swedish and several governments of other countries main- 
tain experts at state cost, lending their services to the in- 
dustries concerned gratis. It is only by this process that 
these countries have made rapi progress in commeice. 
These experts give very valuable advice from an initial to 
the final process of manufacturing a particular article. 
In other countries the Government exerci^e minute care in 
ascertaining that the industry gets regular supply of w*»od. 
In Indiai no d»ubt, we get a portion of our match wood 
from the Government forests at concession rates, but there 
are several dilBeulties in our way in this direction which 
have not been remedied by the Government in spite of 
Mveral petitions. As an instance of the correctness of our 
above remarks, we hand you herewith a copy of a petition 
addressed, by us to the Minister in charge, A giicultural 
portfolio, Bombay, which puts forth onr minimum demands 
if the industry is to be successful. vv hat a keen 
inteiest is taken by other Governments as regards 
the supply of match wood is well illustrated 
by our succeeding remarks. When all the state resources 
of the forests were being depleted in Germany, the 
German , match manufacturers petitioned their Govern- 
ment to plant Aspeo in state forests for manufacture of 
matches. The Russian match manufacturers asked their 
Government some time ago t'> take measures to chfck the 
export of match wood to foreign countries in order to 
en-Nure an adequate home supply. The above Governments 
thereupon took immediate *measui*es to help their 
industries. 

19409. In India, it is absolutely necessary that new 
plantations must be formed if the mat^h industry is to be 
maiutained. Many forest officers welco ne match factories, 
as a means of disposing of the various species of soft woods 
which are scattered throughout the foiests and wkich impede 
the growth of valuable timber. It must however be under- 
st<w that the constant cutting of these soft .-woods within 
a short time must result in depleting the foivsta of 'such 
trees oo doubt to the advantage of the forest authorities 
hut to the ruin of match factories., It is therefore 
absolutely necessary to copy the examples shown by other 
countries of making new plantations of soft woods in 
certain areas of the torest. 

19410, The Governments of other ^ countries supply 
^eertain artioW to match factories from outside at keen prices 
whieh cantrotbehad in theirown countries. Tne c se in 
India k however* quite the reverse. Here, the manufac- 
turer has to rely on himself for the necessary materials as 
well ais any otbfe ixiforinataon. The Guvernmenia of other, 
countries alsoimaintain schools and colleges for awakening 
ti»e interest of their subjects in any industry which, is 
newly started. In India, there remains muck to be desired 
*in laiis direotioh.^ In Japan Srnd othlsr’^' countries, the 
subsidise match industiies in the way of 
'tran^t charge both b viand and sea, bounties etCr,4nocd«? 
to enable their industries to establish a firm fooling in 
ibteign ma£te:e, whik there is no suck case in India. 

194 I. 47. The industry depends for the sale of its pro- 
ducts on the Indian miirkWt alone. It would however not Be 
out place to mention here that if the industry is helped in 
the right dimetion India wTuld succeed in* having at least 
a poHioiu of the trade m the Persian Gulf. 

48. So t'af as the safety matches are concerned, 
the industry^ has to face a very heavy tompetition at the 
hands ot Japanese and Swt'dish manufacturer, particularly 
the foi-mer. As t-egards pvrotechnic m4ches, we have 
egnerally to^ompete with Germany, As our goods are not 


exported at the moment to any other codntry, we have notk- 
ing to complain as regards our difficulties there. 

The competition is certainly more keen so far as safety 
matches are concerned. 

19413. 49. We are not aware of cny additional advantages 
experienced by other countries than those meniioned in 
reply to question 46. 

19414 50. The match industry deserves protection from 
the Government in more ways than one, 

I certainly appreciate the import duty of Be, 0-12-0 per 
gross on the import of foreign matches. This has resulted 
to a certain extent in the encouragement of the native 
enterprise. I am however of the opinion that the present 
duty must he enhanced to Re. 1-8-0 per gross in order to 
enable the match industry to stand on a firm footins'. 
Here it may he criticised that the rate of import duty 
suggested by me would seriously affect the consumer. I 
am however not of this opinion. I do not believe that the 
prices of matches will rise to the full extent of duty. ^ 
Foreign manufacturers in their a’-tempt to hold a portion 
of the market for their goods when hard pres-.ed will try to 
effect severe economy and efficiency in manufacturing 
matches. Thus, a portion of the duty would be borne by 
the manufacturers, and a portion would be wiped away 
by curtailing the margin of profit. To still further meet 
the situation, the manufacturers would undoubtedly revise 
their methods c»f selling matches to India by curtailing 
all the superfluous pronts of the intermediaries. -If the 
industry is thus protected, several new concerns would 
spring up which shall be the means of employing a portion 
of the starving population of India, promoting at the 
same time the occupatif n of tr^msport, commerce, banking, 
insurance and such others. This will he a sufficient com- 
pensation to the consumer. 

19416, Why I am so much in favour of protection is due 
to the excellent results derived therefrom by several foreign 
nations, especially Japan. The match industry was there 
first of all started in 1877. It was however not successful 
as the foreign matches were almost being undersold than 
what the 4 apanese match factories could afford^ to sell. 
The Government therefore realised the danger with which 
the industry was threatened and came to its help in 1888 
by levying imp >rt duties on foreign matches. In spite of 
the duty, the match manufacturers felt it very hard to run 
their concerns su'‘cessfulJy. Thereupon, they approached 
their Government and reqtiested to double the import 
duty, which it did. The result was then what was expected. 
Ho doubt, the consumer had to pay a high price for 
matches of an inferior quality which he paid u- grudgingly. 
Hew maich factories were immediately floated due to 
protection afforded by the Japanese Government with the 
result that nut only Japan satisfiei her owa national require- 
ments by driving away foreign matches but secured a 
substantial export trnde as well. The Japanese consumer 
had ultimately nothing to c*>mplain either as regards 
quality or price. As regards the latter, he was able to 
purchase his requirements at a lower price than what 
a foreigner was able to offer him. 

19416. There is aiiother point which I may bring to the 
notice of the ommission. Some foreign merchants have 
commenced importing splints without thechemiod composi- 
tion to avoid the import duty of Re. 0-12-0. Then they 
arrange to get the chemical composition applied here and fill 
the splints in boxes and sell them here. This must be im- 
mediately checked and an equal percentage of duty must 
be levied on such splints, outside aa4 inside covers of 
matcbe«. 

19117. I would also urge the Commission the necessity 
of allowing infant industries as ours to import necessary 
chemicals, machinery and other stores required in the 
process of manufacture free of import duties in the first 
ten years which would go a long way , in helping native 
enterprise. 

19418. 5l.' I do believe, that in CoU'rse" of iime the match 
industry can successfully beat any foi'eign competition if onr 
demands regarding continued regular supply of suitable 
match wood from Government forests at concession rates, 
social low ^ railway cixari:ejs, rendering expert auvice free 
by efcate and, foreign import^ duties on match chemieak and 
other ^res ate ctimplied with by the Government. These 
are the ahsoLite necessides which a national government 
would never ignore. 

19419. 62, The iudustry has heavilv suffered in tbe '.p^stf* 
from dtimpi ug by the J apanese and Swedish goods. I th^- . 
fore earnestly draw the attention of the Commissiop-My®. 
demands made in paragraph 51 to overcome 

19420. 63, The compedtion increases or decrease.' with 
the fall or rise In foreign exchange. For instance, the 
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petition rerj keen when the value of Yens stood at 
ahou^ 105. 

19421. 54. Owing to the unsettled conditions prevailing 
ever V where in the world, I cannot say if this phenomenon 
will be temporavr. 

19422. 5o. I have nothing further to add to my reply to 
question N’o. 55. 

19423. 66. The industry has received no benefit in any 
shape till the March of 19 U when an import duty of 
Re. 0-12-0 was imposed on foreign matches. The effect of 
levying this d 'ty was quite apparent. Its products were 
sought* throughout India with the result that the f actor v 
was able to sell ir.s goods immediitely at better r^ites before 
they were actually manufactured. Thus no amount was 
locked up iu keeping stock which was the case before with 
the result that tt\e factory felt an acute shortage «»f money. ' 
I am glad to^ say that owing to the present duty the 
financial standing of the factory has oonsi'^erablv improved. 

19424. 57. IS[o raw productf necessary for this factory is 
exported from India to any other country. 

58. The reply is in the negative. 

19425. 59. The industry can certainly utilize the finished 
product such as Chlorate of Potash, Nitrates of Strointia 
and Baryta, Match Glne of any chemical manufactuiing 
oomnany which is or may he floated in India. It also 
consumes in large quantities blue Roll Papers and Craft 
papers and would certainly nurchase these from India if 
the tiecessary quality is manufactured here. It i' very 
likely that looking to the recen^ trade awakening in 
India, the compiny may succeed in purohising the neces- 
sary mateiials from Indian manufacturing concerns. 

19426. 60. I would prefer a system of protection accord- ‘ 
Ing to the needs of a particular industry. I can f<»r examole, 
never believe that the requirements of a small and big 
concern will ever he the same. ^ A feig^ concern may suc- 
cessfully compete with the foreign articles up to a certain 
extent, while the small industry may require the state 
protection at every step without which it cannot he de- 
veloped, 

SUPPLEMENTARY STATEMENT. 

19427. Our factory is working steadily and satisfactorily 
since nbout the last 25 years. As you are well aware, match 
matiufacturing is an infant industry in India and it there- 
fore requires all the paternal care of our benign Govern- 
meat. It is only due to various kinds of boons showered 
by the Japanese, Swedish, Austrian and other Governments 
on their match industries in the way of bounties* expert 
advice, provision of necessary materials, special minimum 
rates for transit both by land and sea that these concerns 
have not only held their own in their respective countries, 
but have also found an outlet for their goods in foreign 
markets of the world. Looking however, the present 
industrial revival in India and the interest taken by our 
gracious Government in awakening same, we are encourag- 
ed, to submit, to you our ei.ief grievance as regards the 
absolute necessity of regular supply of wood from the 
forests of ouv Presidency at special, concession rates in *-he 
hope that you will lend us your helping hand by removing 
the obstacle. If you are now really anxious tP Sf^e the 
match industry successful in India, you will have to 
provide following facilities for wood. Before as ing for 
the*’ facilities*, wc beg to J>ring to your kind notice the 
quality and quantity of wood required for match making. 
We have quoted tt e undeimentioned passages from “ The 
Indian Forest Memoirs, Parc I, Yolume 11 ” by Mr. F, S. 
Troup, which you will kindly refer- 

19428. Our factory works with peeling system which is 
only method best adapted for India We quote below 
ah extract from page 9 of the Indian Forest Memoirs, Yolume 
II, Part I : 

' Any method of match manufacturing which requires 
Sffsmed wood is unsuited for most part of India because 
many^tff 'the Soft white woods become discoloured while dry 
seasoning in the log, or in large plank, and because such 
woods are extremely liable to the attack of boring insects 
if kept stored. For India, the peeling method of manufac- 
ture in which green 'wood is used is the most suitable one.” 

19429. The quality of the suitable wood for the peeling 
system is as under, vido page 24 of the Indian Forest 
Memoirs : 

The best woods for matches are soft, white, even, and 
sti’aighi grained. There are, however, many soft woods 
which are not even gm.tned, and are yet suitable. For the 
peeling method of manufacture the wood should not be 
brittle.” 

19430. In the peeling process only green wood in the 
round is used, diy or partly converted wood being unsuit- 
able. Hence the sooner it can be used after felling the 


better, and it should be transported with the bark on to 
prevent drying. I f it cannot b e obtain'^d in re z ular supplies 
throughout the year, it may be stored in water for a few 
mouths and should on no account he kept dry for long. 

19431. The wood dried, discoloured, liable to insect 
attacks, seasoned and decayed is not at all suitable for match 
making, as will appear from the extracts quoted below 
from pages 7, 24 and 29 of the Indian Forest Memoirs. 

Extract from page. 7 : — 

“ The wood is used green, hence the trouble and risk of 
keeping wood in store for seasoning pmpose is avoided. 

'I his is of great importance in a eoantry like In lia where 
wood is liable to insect attacks if stored. 

Extract from page 24 

Logs of soft pale coloured woods snek as are used for 
match manufacture should on no account he kept stored 
in the dry state for any length of time as the wood becomes 
discoloured if seasoned in the logrs. This is ver'f' noticeable 
in such woods as Bombax Malaba»icum, Spondias Magnifera, 
Bosweliia fierrata. , Thus the suitable, green fresh out wood 
is essential for match making.” 

19432. In order to secure wood of above suitable quality 
what arrangements should be done will appear from the 
extractjquoted below from page 30 of the Indian Forest 
Memoirs : 

“ As the methods of working the forest differ locally 
application for information on the point should he in the 
first place sent to the Conservator of Forests in whose 
circles the forests are situated. As many of the woods used 
for matches are of little use otherwise and as their removal 
is fi*equently a benefit to the forests, it will often he possi- 
ble to arrange supplies of timber at cheap rates. It is 
probable that the Government will not he prepared to 
guarantee a regular annual supply, but the Forest officer 
will he willing to supply all information they have regarding 
the probable quantity of ti’uber a./ailahle and the manufac- 
turer should satisfy himself that the supply is likely to he 
sufficient and- regular. Having ascertained this, his best 
plan is to obtain one or more contractors to work out the 
timber for him and keep him supplied. Whether the 
contractor should be one of his own establishment or an 
outsider, it is for the match manufacturer to decide to his 
best advantage, ” The f ollowing are some of the chief points 
which the match manufacturer should note in arranging 
with a contractor for the supply of timber :•*- 

(1) timber : — “ According to the cap'icity of 

the factory.” The capacity of our factory is ffrom one 
thousand to twelve hundred gross per day. What should he 
the best dimension of wood for matches is quoted below • 

. from page 25 of the Indian Forest Memoirs : 

" The minimum and maximum girths of logs employed 
in the best mod»*rn peeling machines are 3 feet and 8 feet 
respectively, the best girth being ^ to 7 feet. These measure- 
ments do not include hark for which an extra 5 to 20 per 
cent, has to be added, according to the diameter of the log 
and the thickness of the haidc.” 

If the J^emul wood would he of 12" diameter, then nearly 
4.000 trees, the wood Jof I8"diameter 2,500 trees, and for 
the wood 6f 2' diam^er only 1,5‘Xy trees will be re- 
quired annually^ for turning out 1,000 gross per day. 

19433. Now if your good self will kindly cause an enquiry 
to he made of the Semul trees growing in Panch Mahals, 
Surat, Thana and other forests of the Presidency and find out 
the number of trees of 20" to 24" diameter, 18" to 20" 
diameter and 12" to 18" diameter, it "will he very easy to 
know for how many years the wood of these trees would last 
for our use at the rate of %000 gross per day which is the 
capacity of our factory. If the present tree would last for 
ten years the other trees which are under 12" in diameter will 
he of suitable giith in the next >0 years. Thus at the end 
of twenty years those trees which are cut at present will he 
of suitawe size, i,e , about 24" diameter as it will ai'pear 
from the extract quoted below from page 32 of the Indian 
Forest Memoirs : 

“ In favourable localities Semul trees should reach this 
girfeh in 20 years, but in less favourable localities they may 
take as much as 30 years. As plantations should be 
formed only on areas suitable for the growth of the trees 
however we may assume that the exph itable age should 
never exceed 80 years and 26 years will be a fair general 
average to take. This presupposes good growth from the 
starxj. It is not yet known, however, if Semul ^plant»tions 
will in all localities start rapid^ growth immediately on 
f oimation. ” ^ 

From this it will appear that if the work is done* on tins 
system the suitable wood should he provided. ^ ** 

" 19434. Begidar delivery It is important that the 

timber should be delivered regularly month b/* month.*" M';, f ' 
there is a season duiing which timbbr' ‘ 
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arrangatnents should he made for the felling and extrection 
just be^^O'e the season oommf*nces if an extra supply of tim* er 
is 8U<hcientto last through the period ; this timher should be 
stored in water. In any case it is well to i ave a supply of 
^“iter-stored timber in hand at any time to provide for 
emergen* such as illness among the woodcuttersj etc. 
Such stack should be sufficient to last up to 2 or 3 months 
if local conditions require. 

(5) Penalties should be provided for in the contract to 
ensure against loss through non-deliverv. 

1 9435. We th«*refore propose the following arrangements 
to he made 

Out of the inferior kinds of trees, ^Boswellia Serrata, 
Bomhax Malabaricum, Spond'as Magnifera and Kakad 
(Oaruga Pinnata) should he preserved for the Match 
factory and should not he allowed to he cut hy the contrac- 
tors a** these woods are of no use to \hem. K reft-rence to 
the following extract from the I* dian Forest Memoirs, page 
31, will con vincf* your good self ah'mt preserving the present 
trees for match mik*ng and making a new plantanon of 
them and also will show how other Governments *ake st^ps 
to maintain a*. d support the Match indus'rie-* : — 

“ Itnday pf^rhaps be considered premntnre to lefer to the 
subject of plantiitioas of woods for m-vtch making consider- 
ing that th»re are vast areas of natural forests in which 
the«e woods are never exploited ; at the same time it is 
quite "iionceivable that the pitch may come and certainly 
will come if India manufactures her own matches and 
secures a certain amount of export trade as well. 1'his has 
been the case in Europe, for some time ago the German 
match manufaeturei’s petitioned the Government to plant 
Aspen in the state' forests for match manufacture, while a 
similar petition was also presented to ♦heir Government hy 
the French manufacturers of - matches. The Russian 
match manufactorers have asked theb Government to take 
meatoes to check the export of match wood to foreign 
countries in order to ensure an adequate supply. ” 

19436. From the above paragraph of the Indian Forest 
Memoirs the fact is clear that even if the existing match wood 
trees may not be suffieimt to furnish regular supply of wood 
ior match making, steps must he taken to preserve small 
existing and newly irrowing trees as well as to make new 
plantations so that match factories may he assured of 
continuous supply of suitable trees in future. Of late, the 
forest officers have adopted a policy wherein they ask the 
contractors to make a clean cutting of these ti'ees. It must 
be noted that the contractors while bidding at the auction 
of anv coup, do not at all take the value of match trees 
i'lto consideration. On tlie contrary they calculate the 
expense involved in removing these useless trees which are 
in no way useful to them. So far as we are aware, the 


forest officers of Dang ^nd Surat forests get rid of match 
trees hy cutting and throw iner the«n awav. 

19437. ' ill now, we were allowed to remove match wood 
from all the open coups of the forests. We however 
approached the Conservator of Forests who instead of grant- 
ing us any chose to curtail same by restricting t only to 
advanced coups which contain one-tenth of the Semul trees 
of those of the open coups How can we therefore hope to 
get ^'ur supplies of wood necessary to keep the factory 
working ? 

From the above your good self wdl see what an*angements 
are necessary for the successful working of the match 
industry. 

19438 The season for cutting wood has iust commenced. 
Theref«*re the quantity of wood cut should he as much as to 
last up to the end of October or up to the middle of 
November, 

19439. Therf‘forf» we maet humbly ai’d respectfully beg 
that if your honour desire the success and developme t of 
the match industry and the increase of the forest I'evenue 
from these «o-called inferior trees the following arrange- 
ments should kit>dly bp m^de to get the regular supply ot 
suitable wood for the manufacture of matches : — 

(1) Cutting should he allowed from the commencement 

d{ the new season npto the end of June. 

(2) Simultaneous cutting and extraction of wood 

.should he allowed from all the open coups of 
'different ranges. 

(3) The trees of Bomhax Malabaricum, Spondias 
Magnifera, Boswellia Serrata'and- Garuga r innata 
should be preserved and not allowed to be cut by 
the contractors. 

(4) The number of trees of 20" to 24", IS*^ to 20" and 

12" t” 18" should be furnished to us so that we may 
know ho VP many trees will be required fo^ our use 
and the arrangements may he made accordingly. 

(5) New trees should he planted and the growth of old 

trees should he preserved so that in next 20 to 25 
years th**y may be of suitable girth for our use. 

19440. At presenf the duty of Re. 0-12-0 per gross is levied 
by our Government and by this duty the Indian matches w^ll 
he able to drive out the foreign Japan matche*^ from India 
in some years. These inferior trees will be more useful and 
valuable than firewood in future and will fetch more 
money to the forest department. 

19441. If God be gracious to enfer fhe hearts of our rulers 
and inspire them to help -uch infant industries «s ours which 
are straggling hard to stand on their own legs with ali the 
assistance in their power, they will certainly earn the per- 
etual gratitude by their ever-loving subjects. What 
00 n is more tempting than this ? 


Oral evidence a! Blr. F. P. Mnnslii^ representing Messrs. Gujarat Islam Match Manufacturing Compan/, Ahmedabad. 


19442. Sir Manahjee BadabJio^, — Q. You are the 
Secretarv, Treasurer and Agent of the^Gujarat Islam Match 
Manufacturing Company ? 

A. Yes. 

19448. Q. I should like to know at the onteet whether 
you are going to give (evidence in your individual capacity 
or for til e company. , 

A» F >r the company. 

' 19444. Q. You represent the views of your company ? 

A. Yes. 

19445, Q. How many match factories are there in vonr 
Br^idencyf - / 

’ At present tb^ is only one match factory and that 
is ours. . ' ' 

19446. Q. Only one factory in the whole Presidency ? 

A, Yes. There was one match faetoiy in Bombay but 
it'was rained. 

, 1^7. Q, There are no private individuals in your Presi- 
dentw iurn ing out matches? 

A. No. 

19448, 0- Yours is a joint stock company ? 

A* Yes. 

19449! Q. You will have no objection in telling us whnt 
the capital of your company is P 
X Nomina‘1 capital Rs. 1,00,000 and subscribed capital 
Re. 97.000. 

104 V C 0^ When was. tfcis ind-istry started P - ^ 
4,Inl8 5. 

l’ 45l. Q. "' h t vicissitudes of fortune has it under- 
gone? Had vou good or bad times P 
A. a*! times, Sir. The factory suffered a loss of 
■Rs. 83,u00 fr.Tm the beginning to 1900. ■ ' 


19452. Q. And from 1900 onwards ? 

A, It commenced making some profits, Rs. 2,000- 
Rs. 3,000, in this way up to the last March when the duty 
was Iwied. 

19453. Q. Do ymu mean the duty of 0-12-0 a gross ? 

A, Yes, 

19454. Q. Did you get any protection during the period 
of the war P 

X No protection from the Government. 

19455. Q. Did you not get indirect protection ? 

. A, When th*- rate was increased for f orei^ matches, we 
got some profit, 

19^56. ft. I have not been able ta gather from your 
written statement whether the had times yon referred to 
were due to circum stances over which you had no control, 
I mean not getting sufficient, match Wood or chemicals at a 
reasonnUe OMFt, or-whether they werh due to the fiictthat 
the match industry was an experimental industry unsuitable 
to Indian conditions, nndsn on P 

A, Of course in the beginning the industxy suffered 
owing to the inexpefience and untrained labour, but the 
chief cause was the Japanese competition. Before our fac- 
tory Was started* the rate of .lapan was nearly 12 annas a 
gross, when it was started, it was reduced to 8 
annas, ^is fact was inquired into hy the then Commis- 
sioimr. Sir F S. Lilley, and he has touched on this matter in 
his book “ Suggestion for* better governing Indi t.” He 
also got a letter from Sir Tata at the timf> that the Japanese 
would not leave ^ny stone unturned to !^nin 
thi*i f actoiy. This letter might be found in the Govenfinefit 
ffie. I think that it was aho^t 190? or 1903, ' 


'If " 
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When Sir E. S. LilUy was the Commissioner of the 
northern Division, then the J ipanese rate was red iced and 
that was why many of the match lactories in Imlia failed. 
The factories in Bengal, Saharanpur, Ellichpnr, Bombay, 
Dhulia, Belgaum, — all the^ failed, and only the Ahmeda- 
bad factory remained, becmse we i-itroduced labour-saving 
machines and we had no highly paid manager or secretary. 
We got good match wood. We co* tinned somehow. Of 
course our better time came with March last, when the 
12 ^nnas duty was imposed. 

194^7. Q. Your chief competitors are Japan, Sweden 
and Germany. 

A, Germany only as far as the pyrotechnic matches are 
concerned. 

194o8. Q. I understand your chief difficulty is the 
difficulty or securing the right class of matchwood. 

A* Yes. 

1945^. Q. I want to know where you get your match- 
wood. 

A, From Panch Mahal. 

19460 Q, Are there forests in Panch Mahal producing 
the right class of wood ? 

A, Yes. 

1^461. Q, Are they private forests or Government 
forests P 

A, 1 hey are Government forests. 

19462. Q. Do the Government allow you to remove the 
wood ? 

In a limited area only. We have to go to Surat 
jungles and other jungles also. 

19463. Q. You get almost all your supplies from the 
neighbouring forests ? 

A. Yes. 

19464. Q: Are your supplies adequate for the * establish- 
ment of other factories in your neighbourhood ? 

‘ A. Ko. 

19465. Q. Are these woods in the forests ample enoagh 
to enable other factories to he started, so that the output 
could he increased P 

A. Mo : not at present. Mow they cut down all trees in- 
discriminately, hut we require only wood of certain girth. 
If they allow the smaller trees to remain, then of course in 
course of time more than sufficient wood can be had. 

19466. Q, Have you brought this matter to the notice 
of the Goremment Forest Department P 

A, I have smt an application. 

19467. Q. And the Forest Department has not attended 
to your request ? 

A. I have brought this matter to the notice of Governors 
and also sent petitions but no suitable arrangement is made 
for a proper supply. 

19468. Q. You object to the method of cutting employed 
by the Forest Department, as it is ruinous to your industry p 

A. Yes. Sir F. S. Lilley also objected to it. 

19469. Q. Another point is that you require the Gotern- 
ment to give you concession rates for these woods ? 

A. Yes. ' 

19470, Q. What rates do you want ? 

A^ Formerly " they used to charge 2 annas and 'they 
charge 6 annas now. 

19472. Q. But that is probably because labour wages have 
risen ? 

A, No : we pa/ for the labour. 

19473. Q. You want the royalty that you pay for the 
wood to be very, very small P . 

A* What Government say is that they want all these 
inferior woods to be removed and teak to he planted. 
What l sajis : Never mind if you take more royalty, 
but preserve these woods.” 

19474. Q. In order to preserve your industry, you want 
these trees to be preserved P 

A: Yes. This subject is treated at length in the Forest 
Memoirs of Mr. Troup. ' " 

19475. Q. You recommend in your written statement 
that Government should retain the services' of an expert 
adviser. , - 

A Yes. 

19476. Q. Do you think if- would he fair ^ the ordinary 
tax-payjer, when there is only one factory in your Presi- 
dency, that government should engage the services of an 
expert ? . 

X I think many other factories will he established and 
those plants which are lying idle would he in working 
Older. 

19477* Q. Can you not get any advice that you require 
from the Commerce Department ? 

A^ They have no exuerience of match factories. 


A, Mo. Some years ago Mr. Troup of the Forest De- 
partment asked me whether if an expert were brought from 
Europe it would be advantageous to onr industry, and we 
said ‘^Yes,” but nothing has been beard after that. 
Japan did the same. 

19479 Q. Then you want special railway rates ? 

A. Yes. ^ 

19480. Q, You are getting the wood from almost the 
neighbo‘'rhood P 

-2. I waf t railway rates for the transit of the manu- 
factured matches. One case from Ahmedabad to Calcutta 
will cost Rs. 18. 

19481, Q. What rates do tli*^y charge P 

A, They charge the highest rates. 

19482. Q, Is it on account of the inflammatory nature 
of the material ? 

A, Yes. Th*‘y cousider it is dangerous. But they 
charge special low rates from the ports*,— the North- 
West Ra'lway charges 2nd class rates, but the B., B. & 
0, 1. charges fiftn class rates. 

19483. Q. You are not s-^tisfied with the present duty: 
you want the duty to he doubled ? 

A* Yes. Befi re you put down the 12 annas duty the 
price of Japanese matches was Rs. 2-2-0 per gross, hut 
after the duty was imposed it is Re. 1-13-0. 

19484. Q. What is your rate ? 

A. I sell it at Re. 1-7-0. 

19485. Q. And they are able to sell it at ? 

A. Re. 1-13 and Re. 1-12 at Bombay. If you put down 
12 annas more duty, the Japanese manufacturers will cut 
down their price and the steamers will lower their rates. 
When there was no duty the Japanese rate was Rs. 2 per 
gross. In last March a duty of 12 annas was imposed and 
the present rate is Re. 1-13. If you increase the duty the 
Japanese manufacturers will cut down their margin of 
profit and they will reduce their rates and the steamers 
also will reduce thmr freight charges. So the price 
win be reduced and the public will not lose. If a gross 
sold at Re. 1-12, the retail p.dce would be 1 pice per 
box because ; if they Sold at 2 pies there would be loss. If 
you increase the duty and a gross sold at Es. 2-2-0, even 
then the retail price would be 1 pice per box, because there 
would still be a margin of profit to the retailer. It will 
not be sold at 4 pies on account of competition. But the 
difference that is .left between would come to the Govern- 
ment. 

19486. Q. Wh4. is your output P 

A. My output at present is 300 cases a month, and one 
case contains 50 gross. 

19487. Q. There are only two or three factories in India 
and their combined output cannot be more than 400 to 500 
cases a months What is the value^of the total quantity of 
imports ? 

A- About 6 crores. 

19488. Q, What is tbe value of your produce ? 

J. About two lakbs. 

19489. Q. The whole of the produce in India will not 
therefore he’worth more than 6 lakhs. You say that this 
industry is necessary for national safety. When you are 
not at present in a position to produce more thau^O or 7 
lakhs worth of matches all over India and^ when 6 crores 
worth is required, would it be fair to penalise the con- 
sumer to the extent of Re. 1-8-0 per gross. You would 
take years and years to supply all the requirements. 

A, Why years and years ? I have got machinery to turn 
ont 1,200 cases a month. There is sufficient wood in 
different parts of India which you can utilise. If you 
would ' not increase the duty then the industry would not 
develop. Japan by doubling the duty developed her in- 
dustries and has stopped importation. France does not 
import ; Germany does not import. 

19490. Q. Probably they are able to meet their require- 
ments. ' ^ 

A, They developed their industries through protection 
and only then were they able to meet their requirements. 

19491. Q. But in India indefinite protection will have 
to he extended at a considerable sacrifice to the consumer. - 

A. You will not take it from the pocket of the Indian 
consumer, but from the pockets of the Japanese manu- 
facturer. The people in India would still pay only 1 pice 
per box for their matches. 

19492. I do not understand your argument about our 
taking i* from the Japanese man^acturers. 

A. When there was not this 12 annas duty, the people 
in India paid 1 pice for their m^tch box, and after the duty 
was imposed they stiir continue to pay I pice only. If yon 
double the dutv, even though the nrice per gross may vgo 
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Bhades , — The xritness says that thev should sell 
their matches either at one pice per box or 2 pice per box. 
If they could not get 2 pice, they must sell it at one 
pice. 

19493. Sir Manahjee BadMwy.—Q,^ Then you say 
tha'i there should be no import duty on the chemicals which 
you require for preparing your matches ? 

A, Yes. 

19494. Q. But these chemicals are also used for the 
manufacture of other things P 
A Yes. 

19495. Q. How could you differentiate between the 
chemicals imported for making matches and those imported 
for other purposes ? 

A, If the protective duty is put on, I am not keen on 

this point. i ^ 

19496. Q. Would you be able to get a suffieienfc supply ot 
wood for manufacturing all the 6 crores worth in India ? 

A. Yes. 1 can give you a book on this subject. This 
useless world would fetch money to the Government and 
people will get employment. ^ , . . . , , . 

19497. Mr, B, J. What is the present duty 

on matches ? 

A, 12 annas per gross. 

19498. Q. What is the value of matches per gross P 
XBe. 1-U.. 

1949V>. Q, That is 40 per cent, ad valorem. You want to 
have it doubled. That would be 80 per cent, ad valorem. 
You say that the Japanese Government doubled tbeir duty. 
I want to know what their rate was ? » j 

A, 1 do not know. In Consular reports it is mentioned 
that the* duty was doubled. ' ^ 

19500, Of. I am told that the present Japanese rate is 40 

f et cent, ad valormiy approximate! the sauie as your present 
ndian rate which you want to he doubled. 

' At (No answer.) 

^19501. Mr, Blades What is the price at which 
you sell your own matches ? 

At At present Be, 1-7 and Re. 1-8. 

' 19502. Q. And the price of foreign matches ? 

At They are selling at Be. 1-14. 

, 19503. Q. Is not there a big margin for you? 

A, But my wood is not so white and the people are 
accustomed to buy foreign matches which are showy. 

19504. Q. Have you rent your matches to other parts of 
India, Calcutta and Madras ? 

A, One case from Ahmedabad to Calcutta will cost 
Rs. 15, nearly 6 annas per gross. 

19605. Q. You can onlv- sell round the factory ? 

A* Just now I do the same. I turn out 300 cases ; my 
full capacity is 6< '0 cases, but if I can get a market I can 
increase it to 1,000 cases. In Japan they have such large 
factories as can turn out 100 to 200 cases a day. 


19506. Q. You say that the railway rates on youi’ matches 
should be reduced. Is the case of your matches put with 
other cases in the railway truck or has it to travel alone P 

At The safety matches are despatched with piecegoods 
and fisher oases, but the pyrotechnic matches are despatched 
specially in iron wagons. 

19507. Q. Have you a large quantity to send in full 
wagons ? 

A, There are different rates for full wagon loads and 
for small, quantities. 

^ Q- With your outturn can you take advantage of 

tbe |avoqi»able rate for full wagon loads ? ^ 

A >\ben I get large orders " for a wagon load, I 
by ..wagons, but when I get Wall orders I send in 
sWii fB^a^ities'. 

T95 "9. , 0- Have you generally to pay the higher rates ? 

A, When I get orders from Delhi, Amritsar and other 
distant places^ I get wagon load orders, but from other 
eitircs I get small or ‘ers. 


M', S&shaairi iyer , — Ts the qualify oFyoor 
matjeWsuf**fiorto that of matches imported from Japan 


A, In ignition and staying power of fire my matc^ es are 
quit# but ifeey are not diowy, becantfe my labour is 

not tmned and have to get materials from outside. 

19511. Q, Do they emit a smell whkh is somewhat 
unpleasiamP . ^ . 

A, No smell. In ignition Japanese matches are 
inferior They become damp in the monsoon, and they 
are not therefore equjd to Sw^isb marches. 

19512.’ Q So, in staying power, ignition and smcdl your 
matohfti^ are quite xoo i. But why do'yo^u sell your matches 
at a lower rate. Re, 1-7 ? ' ' * 


A, The country has not taken to my matches. My 
countrymen do not understand. They want showy 
things. 

19513. Q. How can the Fiscal CommissioiL help you if 
your countrymen are stupid? 

Ai If there is this double duty they will he obliged to 
buy my matches. 

19514. Q, En March 1921 we impo«ied a duty of 12 
annas per gross. I want you to compare the position of the 
poor cooly— I atn not speaking of the man who buys by 
gross— in February 1921 and in April 1921. Has he not 
to pay more now ? 

No. 

19515. Q, Are you quite sure ? 

A, Yes. 

19516. Q. Suppose you double the duty. Would not 
the poor man have to pay more ? 

A, No. The Fiscal Commission has had the experience 
of this 12 annas dntv. In 192u, when tliere was no duty, 
the Japanese matches were sold at Rs. 2-2, and the pi ice 
of matches per box was 1 pice. After the duty was 
imposed the wholesale rate was reduced to Re 1-14 and the 
price of match^^s per box is 1 pice. If you double the 12 
annas duty, the price ^ot matches per box would not go 
above 1 pice. 

19517. Q. I take your position is that in c- nsequence 
of the duty the .Japanese would be obliged to brina: to the 
market matches at a lower price and you would pt obably he 
induced necessarily to reduce your price, and therefore the 
consumer would benefit by both the variations ? 

A, If we double our capacity our labour cost will be 
reduced to something more than half, and a time may come 
when matches will be sold at 2 boxes for a pice. 

19518. Mr. J^arottam — Q. How many men do 

you engage in your factory ? 

A, Nearly a hundred. 

19519. Q, Is your company limited or private ? 

At It is limited. 

19520. Q, Have you paid dividends ? You are making 
large profits, I suppose. 

At Formerly I used to pay 8 or 4 per cent., but last year 
I gave l 55 per cent. 

19521. Q. Is your machinery old or up-to-date ?^ 

A, My machinery is not up-to-date, because it was bought 
in 1896. New improvements have been made now. I 
have different processes. The wood is cut and the matches 
are passed through paraffin. Then composition has to be 
applied, and then ihey are emptied and filled in boxes. All 
these processes are done separately. In the new machinery, 
the wood is arranged and cut in one place : it is passed 
through paraffin, composition applied and emptied in the 
same machine : and then it goes to the filling machine. 

19522. Q. If you get up-to-date machinery you can 
reduce your cost of production P ^ , 

A, A very great deal. - . . 

19623. Q. Why did the Bombay factory fail F 
A, On account of Japanese competition, 

19524. What wood did they u^e ? 

A, They go t wood from other countries. Only recently 
a match fnctory with large capital was opened »at Bareilly 
by 'Mr, Allen Cooper. He suffered a loss and the fac- 
tory was closed, 

19525, Q. Do you think that the Japanese manufacturers 
are getting a subsidy from the Governmeut ? 

A, Yes^ Sir. 

19526. ’Q. Have you tried to import wood from foreign 
countries ? ^ , 

A, No. It won't pay. 

19527. Q. Do you kni.w anything about the match 
factory in Burma ? 

A, I have heard that at Rangoon or Bunna one match 
factorv as been started, but th *t it has suffered a loss, 

^528* Q, You do not get those matches here ? 

19529. Q. Can you tell us why the Japanese are able to 
make matches cheaper ? ^ . 

A, Because every facility is furnished by their Govern- 
ment,— -wood tumisbed ; special railway rates given ; then 

Q, ^aW you ever asked help from the Govern-' 
meiitF ' ' , 

A Yeiw often. 

19531. Q. What replies did you get P 
A, Of course *'' That will be considered.'^ 

19532. Q. After the 75 per cent, duty was levied "arfe ' 
there new facfqiies being started F 
A, I think in Punjab, Bengal and differenif * 

India they are trying to start, but fher ar# dfrl#' of 
Japanese competition.’ I heard the oth^'^^that tjte 
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Fapanese are intendmg to ^ring splints and empty boxes 
lere and to apply the comoosition here —perhaps they will 
tart 't in Bombay — in order to avoid the duty. About the 
>yr«techniG matches, I might draw your attention to one 
hing. When no goods came from Germany, I sold 13*2,000 
►f thesH pyrotechnic boxes. Last year Ciennan matches 
veve impoi*ted and my sale was reduced to 72,000. 

19533. Mr. Jamnadas Dwarkadas.’^-Ql, You said you 
nade many representations to Government. When did you 
nake our last representation ? 

A. In 19L2-13. 

19534 Q. You have not made any recently ? You 
mow that the Forest Department is under an Indian 
Cd mister now ? 

A, Ye?. I saw the Minister and submitted an applica- 
}ion to him, and that application was sent to the Forest 
luthorities, and the Forest, authorities said that they 
lould not do anything in the matter. Formerly I was 
j,llowed to cut throughout the forest, but now I am allowed 
bo out only n special areas. 

19585. Q. Do you know that the Forest Department is 
in the hands of the Indian Minister P 


A. I knew that. I sent an application and saw the Minis- 
ter and I also gave him a copy of the application. I'he 
application was sent to the Fore'^t Ue 'artment. T»*e 
Forest authoriii«*s said t at th6\ could not do .tnything 
in the matter. On the contrary the concession was limited. 
Formerly I was allowed to cut throughout the forest. 
ITow I am allowed to cut only in a special area whe.her 
there are sufficent irees or not. Therefore I am obliged 
to go to l^ative States. 

19586. Q. Y«»u said to Mr. T. V. Seshagiri Aiyar that 
your matches are not used by the peonle because your 
countrymea do noj understand it, and tuat if we put a duty 
they will have to buy, 

^ A. Yes. 

19537. Q. How do you think the\* will have to buy when 
prices of those matches will not go up at all. 

A. Of course big cities like Jiombay and Calcutta and 
even Ahinedabad may not buy, but they will be sold in the 
country parts. 

The witness then withdrew. 


Witness No. 126. 

Written statement oi Manu Subedar, Fs^nire, B.A., B. Sc. (Fcoa.), London, Barrister-at-Law, dated the 2Dth February 
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19538. I am a Protectionist. I advocate protection for 
India because Indian industries have been rained by con- 
junction of protection adopted by foreign countries and free 
trade forced on India. Historically the policy of the Govern- 
ment of India is the result of the tradition of the East India 
Company. The East India Company came to India as 
traders, hut as gradually the country came to be controlled 
more and more by the Parliament and ultimately governed 
by the British nation, India came to be regarded as a 
plantation for growing raw materials and a-i suitable 
market for disposing ot manufactures. The professions of 
the British Governme«jt in the matter of encouraging 
Indirin industiies have been disingenuous. It is incon- 
ceivable that the Government that could speed up the pro- 
duction of munitions in England as quickly as they actually 
did could not have sustained from rapid decline and death 
the • maguidcent handicrafts of India or could not have 
established and encouraged modern industry of the factory 
type if they Wanted to. Hot only have the Government 
taken no steps for protection, but they have not even 
encouraged the purchase of loog^ly-made goods* They have 
deliberately settled a policy of railway rates which any 
tyro could see was calculated ^ to allow of minimum 
development. Their professions in the matter of 
^ujehases of stores from Indian manufactured goods 
appear to have been made merely to satisfy public opinion 
and evidently without any genuine ^ intention of 
carrying them out. Hotwithstanuing the groiPth of a 
definite opinion anongst non-official Indian circles in 
the direction of a vigorous industrial policy, the Govern- 
ment have always evaded the que.Htion until thev found 
that the appointment of an Industries Commission was 
necessary politically to placate the Moderate opinion of the 
country. . Even when making that appointment the 
Government excluded from their consideration all questions 
of tarifE. It will be readily agreed that the problem of the 
iudustry of a country cannot possibly be considered 
^olated by itself. Even the Industries Cooiraission was 
ibrallowed to lay down definite lines as to. the policy of 
stores purchase, of this country. For that we had the 
' ' 3 ieckery of the appointment of a separate committee. The 
expectations aroused from the report of tnis Committee 
have been dashed lo the ground as the Government have 
decided to adopt the report made by the late Director- 
General of Stores in London and the present Director- 
General of Stores. The grievances in connection with the 
hearing of internal lailway rates on inljp.nd industries was 
^mpathetioally considered and reported on by the Uailway 
Committet", but we find no symptom of any action what- 
soever being taken. ^ The only action which* is taken is one 
which will feed British industries with fiesh orders at high 
prices. I cannot find any continuous and sustained action 
of the government of India calculated to encourage 
industries on a large scale under the cQ3itrol of Indians. 
I regret lo remark that even in framing the reference of 
this Commission there is more than one .evident bias 
on the part of the authoriti**s to obscure th^- - issue 


questions prepared in pursuance of that reference. I 
am puzzled, whether I should regard this Com mission 
as sitting as a National Commission in order to determine 
how the prosperity of this country as a whole could 
be saf egufded ^ against alien attacks and exploitation, 
or whether it is silting to decide how England will, as a 
matter of some little concession, permit the exploitation of 
this country to be faintly disguised b.v certain minor 
tinkering with the present tarifi: system. The question- 
naire at least suggests^ that it is the intention of the 
Government through this Commission to secure not the 
first but the second object. The question of a tari:ffi policy 
for India could be only decided after it is ascertained 
whether the industrial growth of this country is the 
objective of the Governineut. If that is the objective, 
several things will have to be done of which the imposition 
of an effective tariff is only one necessary prerequisite. 
AU countries in the world, — not even excluding the tJnited 
Kingdom, — have madn use of this method and, situated 
as India is to-day, there is no other method possible. Nor 
is it possible . to ignore . that in the present conditions of 
India indirect mode of taxation is to be preferred though 
as a matter of fact it has to be adopted side by side with 
direct taxation. National reconstruction in so many direc- 
tions will require large funds, and high protect! Vt- tariffs 
as a source of revenue cannot therefore be ignored. It 
might be mentioned that thn question of countervailing 
,excise duty has arisen from the selfash exploitation of this 
country, Tiie excise duty, as it has been levied in this 
country, had no scientific justification even for the satis- 
faction iif the free trade theory, hut was purely spiteful and 
an indication of a deliberate attempt to keep down tUe 
industries of this country. 

19539- 2. The serious questions to be considered when es- 
tablishing high protective tstiiffs in India are to what extent 
imported articles are used bv industries as such. Here 
also there is a principle of discrimination. Tliore are 
imported articles like machine tooU, etc., which enter into 
the capital account of an enterprise. There are otc.ers 
which supply raw material and stores - It is very desirable 
that airthese articles swould ultimately come to be manu- 
factured in India, and it is not for us to foresee that large 
measure of industrial advancement whe?i tins country will 
again sit down and consider whether the time has not come 
for concentrating on certain industries more of the available 
labour and capital of toe country and profitably importing 
from other countries certain articles. This is the stage in 
wfaich Japan, the United State sand Germany are finding 
themselves at present. India will, however, take a long 
time to reach that stage. All that need he cqnsidered 
therefore is whethr*r the internal production of those articles 
of^which i»*dijstries themselves are iax‘ge consumers should 
he encouiaged by subsidies, or wiiether rebates and draw- 
backs should be given to imported articles wiien it is proved 
that they are used for indiistrial purpvises. The exact line 
of demarcation must however be left to a permanent, Oom- 
missiun, the establishment of which is sugg^ed in 
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dstaljlisluneiit of tli# manufacture of macWnery in tWs 
country permauentlr. This is tne main reason why the 
manufacture of textile machinery, in particular of looms, 
has never been undei'taken in India. 

S. The other consideration in establishing protec- 
tion is the question of internal readjustment. What are 
known as handicrafts came into question here, and in th^ 
connection it may he mentioned that under free trade or quasi- 
free trade policy, as at present, the handicrafts stand equally 
exposed. Their survival is at present altogether dependent 
upon their ability to compete on economic lines. If it is 
desirable that the stress of competition should not he*felt 
aU of a sudden so as to involve the wear and tear and the 
readjustment, the facilities granted at present hy Co- 
operative Credit Societies should be supplemented by asd 
system of subsidy on a graduated scale so as to disappeai' in 
a period of ten years. Even here the permanent Commis- 
sion would discriminate between hand effort of an artistic 
and elegant character and the production by band labour 
of articles of rough and coarse character. In the latter 
case the gradual extinction of hand labour is not likely to 
prove a national disadvantage. 

19o4<i. Apart from these two considerations it is my con- 
viction that India has got practically every raw material that 
can he desired for all her normal requirements. I cannot 
think of any specific article which she must in the long run 
continue to import from abroad unless for the sake of 
logical completeness one mentions such things as the 
sMns of Polar bears, whalebones, larger diamonds and 
silver in excess of the Indian production. I would there- 
fore suggest protective duties on all manufactured articles 
imported into India. I anticipate as the effect thereof that 
there will be-^ 

(а) reduced consumption of imported goods, 

(б) a favourable balance of trade, 

(4 easier money rates, 

(d) a large revenue received by the State. 

(e) exceptionally stout and persistent effort of indus- 

trialists to extend existing Works everywhere 
in India and to establish new Works. 

With regard to (e) in order to secure this result I anti- 
cipate that the Government have in the meanwhile, apart 
ti’om the protective tariff, taken necessary steps for — 

(A) re-organkation of the Industries Department on 
national lines, 

(jB) re-adjustment of railway rates and specific adjust- 
ment for special rates on the application of any industrial- 
ists who have made out the claim to the satisfaction of the 
Department, 

((7) Standing Eule that pxu’chases on Government 
account in all Departments including the Eailways must 
take place in India hy a Stores Department contirolled by 
India in such a way that even if the prices paid are up to 
fifty per cent, in excess of the prices that may he quoted by 
any^ foreign supplier pui»chases will have to he made in 
India, 

(D) special research and investigation, 

(JS) the establishment of Pioneer Factories by the 
Government in all lines in which private enterprise is not 
forthcoming aftei’ due advertisement. (Eeference para- 
graphs 205-6 and 2u8-9 of the report of Industries Com- 
mission), 

(F) the carrying out of the recommendations of the 
Industries Commission. 

1954^. 4. I wUl now examine in general terms the effect 
of a high dut on the varlms classes of articles coming 
this country* The surplus, whkh the ordinar . man in 
India for expenditure on luxury articles is so small 
jhat tho effect is not likelv to be j&lt so far as the largest 
Pumbef of people resident in the country are concerned. 
And, for this purpose, I will not consider the acquisition of 
European habits or the mere imitation of them In matters 
of food, clothing and general life,. as either an improvement 
in the civilisation of the country or, as haring beneficial 
effects on tbe people. 

195^. — Iron and Steel , — Before steel was 

made in India people were extremely sceptic about it. Now 
that ii has been demonstrated that it can be mad»»» the quan- 
tity of steel produced in India could he gradually increased. 

rate of increase could be accelerated by a high protec- , 
tive tariff, ^ The motective rate to he. granted must be 
conside red in consuitaiioh w th the trade and i« such a way 

that any excess profits over a certain percentage should W 

recov**rea by the Sta^e. 

19544. 6. qjop^^»*.-~Thoughcoppe 

been f'»und, in various place** in In^a, economic working 
of copper has not still been established. Copper as a metS 
would, therefore, have to be imported for a long time. In 


such importation copper ingot should therefore be left free 
and copper plates and wire should be subjected to a duty of 
not less than 20 per cent, so as to enable the rolling of 
copper sheets and the drawing of copper wire to be 
established forthwith in India. Otbu* articles of copper 
should have to bear a rate afe least double of this, ^.e., 40 
per cent. In the case of other metals the scale could be 
worked out after examination on these lines. 

19546. 7. Tin is at present exported by India and could 
be worked up here satisfactorily for all her purposes. 
Imports should therefore be taxed. 

^ 19546. 8. Lead is produced in India in sufficient quan- 
tities to satisfy all her demands. A moderate duty would 
do no harm. 

19547. 9. I am not personally sure about the Zinc, but I 
understand appreciable quantities are being produced in 
Burma, and should these quantities he enough to cover the 
Indian requirements tariffs should he imposed after careful 
consultation on their export and on the import of corres- 
ponding material so as to secure the conditions for the 
establishment of the industry at home. 

19548. 10. Mcbilway Plant and Polling -Trans- 

port is veiy important in the question of all industries and 
as a rule great care should he taken not to interfere with the 
development of railways. At the same time, the policy in 
the past has been most unsatisfactory. And instead of 
erring on that side I would suggest that the error, if at all, 
be made in tbe direction of restricting supplies to purchasers 
in India. Foreign manufacturers may be asked to ]jdt 
down their plants in India on certain conditions wmch 
would guarantee the taking up of their output for the next 
ten years. Urgent importations for railways all the same 
should continue from foieign countries.^ There shoitid be 
. an annual publication of all quantities, sizes, rates paid and 
parties from whom they are taken, so as to keep the leaders 
of Indian enterprise well informed ou the subject. Special 
subsidy should be given for the pro.iuction of things at 
home ^ Purchases of railway plant and parts should be 
made in those countries which give special facility for 
technical students from India and which also^ give in the 
negotiations best advantage and pivferenti^ terms for 
goods which they import from India. It is scandalous that 
good sleepers for railways have continued to he imported in 
India to the extent of 32 to 40 lakhs of rupees every year 
before the War. This indicates that want of adjustment 
bt-tween the various departments of the Goverinnent them- ' 
selves and of a disinclination on the pail of the Government 
to utilise resources of the country for national good. 

^ 19649. 1 1. Sugar,’-- The 20 per cent, duty on the importa- 
tion of foreign sugar is not enough. Apart from various 
measures required for the encouragement of sug r industry 
as recommended by the Sugar Committee the duty -‘hould be 
increased to at least 40 per cent, in the first inst *nc"e. The 
result of this duty would be that certain proportion of the 
people, wbo are addicted to ihe use of imported a bite sugar, 
would revert to the use of b»-own Molasses. This is not in 
any way a disadvantage and the effects therefore of the 
increase of the sugar duty need not be contemplated with 
any seriou" anxiety. Articles containing sugar such as 
confectionery, which are imported from abroad, slmuld be 
subjected to a duty of 160 per cent. 

19560. 12. Machineru and Mill Work,'— The question 
of machinerv has been already treated in paragraph 2. The 
importation of machinery of all kinds should be controlled. 
If, however, for the sake of ut iformit , a duty is levied if 
should be levied in conjunction with various other m^^asures 
for direct encouragement of industry so that if the Siatfe 
recovers by a direct charge oh industry any duty on 
machinfiy, it gives back directly to that very industry in 
some specific manner calculat**d to lessen their huiMeu and 
to enable them to stand firmly on their feet. In the matter 
of machinery the developme 1 expected is that heavy cast- 
ing and frames might be made in this country- and select 
steel parts may be imported. The importaaon of spare 
parts of machinery is a serious topic in itself.. On the one 
han 1 it is neces**ary to encourage the" production of these 
spare parts a* home. Ontiie other hand, wh re the spare, 
parts constirute items of steel, or of - any special metal the^ 
making of which in this country required specifications and 
is difficjilt, and wnere these parts are merely for he purposeh 
of fitting up ixe^ machines on frames and made in India, 
spechil consuipration has to be given. The discretion in-the 
matter of the spare parts should be left, witu a distinct 
authority in each Provin*e whose report ontfaesp'cific 
importation from time to time should be carefully sifted- by 
a central authority e t the capital . . - 

19551. Minted Oils , — The inipo^ tation of 

for consumption 8h<*uldbe laced on ininimum 
have the carious phenomena ^ prestMit of oil Wng 
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exported from Buma in large quantities, whereas large 
quantities are imported in other parts of the country. This 
clearly indicates that there is something wrong Trith the 
freight system so that freights fiom Burma to ports in 
India are prohahly equal to the freight from foreign ports 
to Indian peids. I would recommend the Commission to 
investigate this very carefully and, if this is so, I wonld 
suggest the use of the discretionary increase of tariffs on 
special articles to which reference is made hereafter in 
answer to question 29* This might also indicate that 
foreign companies like the Standard Oil Company are 
taking advantage of the Indian market to dump down stuff 
in India at lower prices. If this is so, they should he 
eomhated on the principle for meeting dumping dealt 
hereafter. 

19562. 14. P * ecfetable Oil . — On the importation of vege- 
table oil in India I would suggest a duty of 1 CO per cent. Oil 
seeds are j^roduced in India in large quantities and we have a 
genuine surplus of them and the fact that the industry has 
not grown up is prohahly due to the difficulty of disposing of 
the cake on advantageous terms. It is also due to ruinous 
railway I’ates. Both these difficulties could he met 
provided sufficient protection is given to the oil industi’y. 
Whatever the general dictum of the Commission may he'it 
is inconceivahle that the case for vegetable oils could be 
ignored since it affects not only the industry, enterprise 
and profits of the country, hut also the food of the people 
and the food of cattle and directly and indirectly the 
question of manure of the soil. 

19553. 15. Saw Silk . — This should he allowed to heim- 
])orted into India on the minimum tariff. The import of manu- 
factures of silk into India should he submitted to the highest 
tariff that can he fixed for textile goods. Silk manufactures 
are pure luxury and they could he very well established in 
this country. The inconvenience caused to the consumer is 
in this case likely to affect less than one per cent, of the 
population and should he ignored. Silk thread imported 
from abroad should he subject to the middle tariff. (See 
para, on middle tariff, page 35.) 

19554. 16. S ff,rdioare . — This foiins a class more directly 
touching the consumer and it should therefore he subjected 
to the middle taiuff (see page 35) so that while affording 
reasonable protection to industries it may not* inconvenience 
the consumers directly. 

19565. 17. Trovisions and Oifm an* s Stores . — This class 
should, in my opinion, he subjected to a dutv of 200 per cent. 
For one thing the Indian ^ consumers of these articles can 
either afford them at the increased price, and if th^ are 
discouraged it will not he a national disadvantage. So far 
as the production of these articles at home is concerned all 
the necessary materials are available for the manufacture of 
^iscuits, jams, j>reserved fruits, condensed milk, tinned 
sardines, etc. 

19566. 18. TFbo/.'— The import of raw wool in India 
should he free. The import of wool yarn and knitted w'ool 
should he on minimum tariff and manufactured wool 
should he subjected to a duty of 1 00 per cent. «* 

19667. 19. Liquors . — I am in favour of the prohibition 
of the importation of liquor in India on moral grounds. This 
is one nf - those articles in which neither tie question of 
revenue nCr the question of industrial enterprise should he 
considered in national interests, 

19658. 20. Spices . — The importation of spices, most of 
which are coming from Ceylon fand olher Asiatic countries, 
should he on the basis of minimum tariff. 

19559. 21. Instruments, ap>jparatus, a'ppliances and^ 
electrical, musical, scientific and philosophical photo-^ 
graphs and other kinds . — these should he jfiaced on the 
middle tariff with the exception of musical instruments 
\^hich should he taxed at 100 per cent. 

19660. 22. Paper and Pasteboard . — The importation of 
^;i^erand pasteboard should he put on the basis of minimum 
tamE' provided that central pulp factories are established by 
the Government themselves at various places and there is a 
graduated subsidy calculated to end in ten years to the 
producers of paper locally. 

19661. 23. Pried PrtiHs and Yegetahlcs should he on 
minimum tariff. Eresh fruits and vegetables should he 
taxed at 100 per cent. 

19562. *24. Matches should he rated at minimum tariff 
provided that a subsidy of 100 per cent, gradually diminish- 
ing to zero over a period of ten years is given for the ])roduc- 
tion of local matches. . , 

19663. 25. Apparel . — Gold and Silver thread should he 
on a minimum tariff and all other apparel should he at 100 
per cent, since almost all of it is capable of being produced in 
this country to advantage. Imported apparel is only used 
by classes that are well off and this will not therefore, touch 
the hulk of the population. 


19564. 26. Prugs and Medicines . imported 
on Government account and sold at the Post Offices will 
continue to he imported free of duty. Drugs and patent 
medicines should he taxed at 100 per cent. The case of 
camphor must he examined by itself and if the turpentine 
and resin industry of the Punjab can produce suitable 
quantities for this country a heavy duty would he 
justified. 

19665. 27. Chemicals and intermediate produces needed 
for industry should continue to he imported on minimum 
tariff provided that a subsidy of 100 per cent, calculated 
to end in a period of ten years is given to local producers. 

19566. 28. Motor-cars and Motor-cycles . — Complete 
motor-cars should he taxed at 100 per cent, hut separate parts 
of motor-cars and motor-cycles and motor-wagons imported 
into this country should pay only 40 per cent. The assem- 
bling of cars wonld therefore he established in this country 
immediately and there is absolutely nothing to prevent this 
being done on advantageous terms. 

19567. 29. Cement . — The importatiou of foreign cement 
shonld he allowed only on payment of a duty of not less than 
100 per cent. The production of cement in India is on the 
increase hut there are so many favourable , deposits in so 
many places that there is no reason why a dozen other 
cement firms should not he established not only to satisfy 
all the demands of this country, hut to spare their produce 
for purposes ^ of export. The immediate effect of the 
increased price of cement would he to induce Indian 
capitalists to exploit mineral deposits and other nseful 
materials found in so many places in India and stai-t new 
Works. Building material sucl\ as bricks and tiles should 
he taxed at 100 per cent. Imported tiles are purely 
decorative and used only by a very small section of the 
public and the effect on the public consnmers need not he 
therefore considered. 

19668, 30. Glass and Glass Ware . — ^In my opinion the 
conditions for the establishment of glass industry in India 
are extremely favourable and with the exception of bangles 
there are very few articles which are used by the mass of 
population. ^ A high duty therefore even up to 100 per centi 
wotild he quite justified. 

19669. 31. Soap . — This is an industry which could he 
established fourthwith in India. The materials and every- 
thing else are available. Soap should therefore he subjected 
to a duty of at least 100 per cent. 

19570. 32. Maberdasherp and MilUnerp . — These ate 
practically luxury items and should hear a duty of 100 per 
cent. 

19571. 33. Wood and Timber . trade statistics 
disclose the cuilous phenomena of a large impoAtion of 
timber by India. - This refers primarily to what is called 
Singapore teak. At the same time timber in various parts 
of India which is comparatively difficult of access has not 
been fully utilised. Foreign timber should he therefore 
subjected to a duty of at least 40 per cent. 

^ 19552. 84. Coal, Coke and Petrol Puel . — ^The importa- 
tion of coal in India should he subject to minimum tanff,^ 

- 19573. 36. Paints and Painters* materials . — These 
should hear a duty of at least 100 per cent.^ 

19574. 36. Imported salt in India is an abomina- 

tion. The salt industry of India could he easily pushed on 
simultaneously with other measures for the larger produc- 
tion of salt, A duty of at least lOO per cent, should he 
imposed on foreign salt. 

19575. 87. India produces large amount of 

tobacco which could he all worked up for local use. Imported 
tobacco is further a purely luxury articles. The production 
of cigarettes and high class cigars could he encouraged in 
this country. Duty therefore on imported cigarettes and 
cigars shoxQd he at least 250 per cent, and duty on imported 
tobacco should, however, hear the middle tariff. 

19576. 38. Ppes.-— Imported dyes could hear a very much 
larger per cent, than at present. The increase of the cost 
to the producers is likely to he negligible since dyes form 
veij small part of the total cost of cloth or any other 
article. Dyes should he taxed at 100 per cent, simultane- 
ously with measures for the pioneer factory in this 
direction. 

19577. 39. Rubber Goods . — Eaw rubber is produced in 
this country in enormous quantities. The importation of 
rubber goods in India is therefore the result of the exposed 
condition in which this country found itself. The Industries 
Commission in their Report, p. 49, Chapter IV, said that 
“although India exported raw rubber valued in 1917-18 at 
162 lakhs, rubber manufacture has not been started in the 
country, and goods to the value of 116 lakhs were imported 
in 1917-18. This industry is one of those that are ei^efir 
tial in the n^tion^ interest and should he 
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necessary? ^y special measures. Imported rubber goods 
should be taxed at 100 per cent. , 

19578. 40, Boois a'tid Shoes.— The luxury class should be 
taxed at 100 per cent. , . , . j 

19579 . 4L Stationery,— ^h\B can bear a high rate and 

should be taxed at least 100 per cent, 

19580. 42. Living Animals should bear the minimum 
tariff except race-horses which should bear 100 per cent. 

19o81. 43, Grain^ Ttiises and Flour should be free. 
19682. 44. Frinted Boohs should be on the free list 
except that printing of text-books required' for schools and 
colleges should not as a matter of national policy be 
allowed to take place abroad. . , 

19583. 45. Tea Chests should be imported^ on minimum 
tariff, but a special subsidy should he given to local 

production. . , n l 

19584. 46. Farthenware and Porcelain should bear a 
duty of at least 100 per cent. 

19586. 47. Belti^ig for Machinery zhovltlhe goremeahj 
the same rule »s mentioned in paragraph 2 (Introductory). 

19586, 48. Umbrellas and Fittings,— k complete 
umbrella should bear a duty of lOO per cent., but parts 
thereof should he imported at 40 per cent. 

19687, 49. Cotton,— The importation of raw cotton should 
bear the minimum tariff. Manufactures of cotton below 
' 40^ count should be taxed at 100 per cent, and about 40^ 
count should also be taxed at 100 per cent The consumption 
of cotton piece-goods below 40s count is being practically 
supplied from home production. The defeiency could be 
made up by over-time working of the existing factories 
and immediate extension thereof. This could be brought 
in existence in the course of a year. In the meanwhile 
the existing stocks of imported stuff would satisfy the 
needs. It is not therefore anticipated that there would be 
any very heavy rise of price to the consumer. 

The class of consumer who uses finer articles above 40^ 
count can afford to pay the increased price. The production - 
of finer articles in this country should also be simultane- 
ously stimulated and whei*eas the rise in the prices of finer 
articles should be very much more on account of this duty, 
the class which is expected to bear is very competent to 
pay it. The importation of yarn in India should bear 
the middle tariH. ^ 

19588. 60. supping * — Sliips which have been built 
abroad should be taxe4 at 20 per cent, when they offer for 
registration in India, This 20 per cent, should form into a 
separate fund made available for the encoumgement of ship- 
ping enterprise generally and for giving facilities to shipping 
companies. Ships not registered in Indian ports should be 
charged different rates for Bock dues, 'Wharfage, etc. This 
scheme would induce foreign shijiping companies to register 
in India and it would enable the" State to control in 
national interest shipping not only for coasting purposes 
' hut for handling the import and export trade of the 
counti^. 

39589, I shall now answer briefly the questions of the 
questionnabe. ’ • 

Hos. 1-8.. I favour a policy of protection for India. 
In deciding the financial system suitable to the country 
many considerations have to he taken into account. 
Every Biate must raise the revenue but in such a way that 
the cost of collection should be kept down as low as 
possible, that the private enterprise and activity of the 
people of the ^ country should he . interfered with 
as little as possible and should be favoured, promoted and 
•facilitated consistent with the raising of the revenue 
nwsearyfor the State. The use of customs tariff for 
xaisii^ revenue bas in this way been made by those who 
^e fintooes. of almost every country in the 
woridj and its use in India is hound to continue for 
% long time, Hor is there anything definitely to he 
objected to against such use except the dan*ger qf smugg- 
ling where the tariffs are high and the avoidance of 
direct realisation by the consumer of the levy by the 
rincse the duties raised by the Customs eater into 
'and ^ amalgamated with the price of tbe article," Tariffs 
ar^ therefore, ito be imposed but not merely for revenue 
]^rpcseg. A revenue taififf can be protective and a protec- 
tive tariff can yield revenue. Considering the numerous 
form which govera the working of industry and which 
affect the economic^ life of people, the exact intentions of 
, those who levy tariff are not always carried out. Nor is 
the^ effect always unifom in all directions or in all sections 
it¥ in the case of all articles. The existing tariff system of 
India could he said to have little effect cn the industries of 
India since the tariff is levied on all articles, only a few 
of which it is attempted to produce in India. In order 
to produce these few articles very many for^s hftdiohe 


got over in which the small rate of revenue tariff levied 
indiscriminately had little effect considering the generally 
unsympathetic attitude of the Government towards the 
industrial efforts of Indians referred to in the first part 
of the evidence, ^'or can any one prognosticate any 
improvement in Indian industries from the continuance of 
the indiscriminate levy for the purposes of revenue 
accompanied in case of textile industry by an excise duty 
which is euphemistically called thei‘* tariff policy *’ of India. 
The proof of this cruel neglect of Indian efforts is to be 
found in the imposition of the excise duty. It is under- 
stood that the manufacturers in India are paying towards 
the finances of the country by way of income-tax, super- 
tax, stamp duties and in the consumption of various articles 
which are indirectly and directly taxed, not to mention 
land revenue in so far as it is in excess of rent towards 
which the manufacturers of this country are also contribut- 
ing. If tbe object of the excise is therefore to tax the 
manufacturers of India, it merely acts like a boomemng 
cutting the source of production. If the object, on the 
other hand, is to tax the consumers of the duty produced 
in this way, there too the method and manner of taxing 
is to he deprecated on economic grounds. If the object, 
on the other hand, is to favour foreign manufacture's 
under the guise of jp.se«c?o-economic theory as 4ias been, in 
my opinion, the object of the Government of India in 
levying the excise on cotton goods, then it is hoped that 
this Commission will condemn it both in theory and in 
practice, 

19590. 9-15. India produces such a large variety of the 
raw materials that it is with some effort tW rne can dis- 
cover wbich articles it is physically impossible to manufacture 
in this country. Under a national Government eonseiously 
striving to make this country self-sufficient and iariustriar- 
ly great I can conceive of India being absolutely Indepen- 
dent of foreign supplies for most of the articki* which 
are being imported at present. It is possirle that ^on 
a*‘ count of differential cost of production, there may''he 
concentration of effort on the production of some articles, 
whose surplus ma} he exported on profitable terms, and there 
may he an importation of other articles. This stage 
ofv economic selection India has not reached and cannot 
reach iintil some years hence when the relative cost of 
production ii this country for various articles ca«» be 
ascert'iined, under normal conditions. In the meanwhile 
I would advocate the establishment in this country of 
all iudustr es in which the demand for Indian consumption- 
alone islarge enough to justify a factory of a size w^hich 
would be considered a suitable economic unit. So far as 
the tariffs aroto he used as one <»f the means of encoura- 
ging the esiablishmenc of these industries I w.ould suggest 
the imposition straightway on all articles whicli are 
imported and not on any selected list. These articles have 
been dealt with separately in the fir'st part of the evidence. 
But I would hear in my mind that in imposing a tariff on 
foreign goods, which it may not be posrihle to manufacture 
immediately or even in the next few years in this country, 
the idea is not merely to afford through! such protection 
favourable conditions for tbe establishment of new indus- 
tries but also to prevent the dissipation of the resources of 
the community on purchases of foreign stuff by making 
them dearer and by diverting such resources towards 
articles which are capable of being manufactured imthe 
countiy. The principle of selection for sfecialindustries 
does not therefore arise, hut I would repeat what I have 
said in the first part of the evidence, vis},, if the raw 
inaterials are available in the country and if the country 
affords the market for the articles, it would be enough 
ground in my mind f or a motective tarifi?. , Insome casee 
material may be imported from abroad and merely assem- 
bled together and finished here. This is the easiest of the 
operations and should he encouraged immediately. In 
other cases, raw material can he improved to a certain • 
extent before export. This, again, isihe .immediate first 
step and should le ,encourag^ by mesjus of tariffs. Jn 
other cases, the establishment of one or two central factories 
for the production of imtermediaia commodities, which are 
consumed by other jhdufttiiest may he of great advantage.- 
In this class entei; sulphuric acid, machinery and all such 
called key industries. -The apparent 
conflict before 'a tariff, cn an article pertaining to a key 
industry and the encouragement of the key industry is. t© 
bemet, as I have referred to in the first part of rthe evi-- 
denee, by direct contribution from the State by way.-wff ' 
bounties and rebates. Thus the entire revenue f 
the taxing of sulphuric acid imported from, 
be set aside as a sepamte fund,*..whieh. ^ouldd 
over to the-manufactmers of sulpihufic.4i€itd of I 
by way of bounty. This to ' 




effective means whiok would enable India witbin the next 
few years to be entirely independent of foreign supplies. 

19591. In question 14 it is sought to make a distinction 
between industries which are likely to need assistance only 
for a few years and those which are likely to need assistance 
for ever. It is impossible at the present stage to mention, 
industries which are likely to need assistance for ever. 
Avery little thought would indicate that no industry can 
survive if ^ it is economically unsound. According to the 
foreign Clitics of Indian economic life India is only fit for 
producting raw materials and therefore unfit for any 
industry without assistance. According to enthusiastic 
Indians India is fit to produce everything in the long rnn. 
The dispassionate Indian critic will realise that almost all 
industries need specific encouragement at the present 
moment in order to create an atmosphere in which business 
enterprise could be easily conducted. At the same time it is 
quite certain that this assistance need not be perpetual 
and with the robust^ selt'-confidence, which industrialists 
can have, when they feel that they have uot the community 
behind them, the present mentality of depending on the 
Government for everything will bo dissipated in a short 
time. The discrimination as to on which industry this 
country can economically concentrate on account of low 
differential costs can only bo taken after ten years of 
sustained effort by a Commission appointed bjr a national 
Indian Government and not a mixed Commission like the 
pressent one sitting under the present unfavourable 
circa mstanoes. It is part of the clearing up of the atmo- 
sphere that foreign articles, which are favoured by subsidies, 
bounties, transport concessions and in other ways, should 
not be allowed to enter India at all. Industry is a sort of 
warfare in which any advantage given to foreign manufac- 
turers is a permanent harm to the interests of India. It 
is not therefore enough that protection should be afforded 
to Indian industries mereljr against dumping as such. All 
foreign imj)ortation in India at present is from the Indian 
standpoint dumping in the sense that it is favoured by 
their own national Government, by their own steamship 
services, by a vigorous Consular and other activity backed 
by their own national banks, by their own insurance 
cmnpanies, and in every respect to be regarded by the 
Indian standpoint as a militant trade. No Indian can feel 
safe m his venture so long as he is not protected against 
fiagrant cases of dumping, even against the sort of trade 
which has been carried on during the last twenty years. 
The increase of such trade I do not regard as a symptom 
of prosperity or as a source of strength, but as an unmista- 
kable sign of moribund and decayed condition and of 
increased deep-seated exploitation, 

19593 16, This question pubs the witness to the horns of 
adilemm% wheoher by the establishment of large industries 
of the factory type the handloom industries of this country 
will nob be hurt. In so far. as handloom industries afford 
employment to a very large number of people, any violent 
displacement of this 4s to be deprecate I, But as a matter 
of fact they have bean displaced and they have been 
allowed to be killed by the policy pursued by the Govern- 
ment . of India in the. past few years. If tney are doomed 
to death, —and they mast vanish, — would rather ‘that 
they vanished and were wiped out by the hands of Indians 
so thai the larger wealth, larger technical skill, larger power 
of brganisatioa and invention arising from the pursuit of 
large factory industries, should at least remain in the 
, country. It is humiliating to think that the handicrafts 
of India should be killed not for the benefits of Indian 
factories, Indian employees and Indian enterprise, but for 
the benefit of foreigners. 

1959^. 17. The danger of- combination from the imposi- 
tion of a large protective tariff has been met effectively by 
yarious measures dealing with combinations in restraint of 
iiflad® dealing with trusts, cartels and illicit competition, etc., 
afttd'''J*feveno doubt that the problem, when it arises, will bo 
effectively dealt with by the Indian Legislature. I do not 
think this Commission ought to be influenced in their 
recommendation by any danger on this score, 

19594. 18. The establishment by English and other foreign 
firms in this country of factories can only be regulated by 
a special law dealing witiT them. In dealing with this 
. question I visualise in my mind the English firm manu- 
facturing their articles in England and sending them down 
here. This situation, which has been encouraged by the 
Government of India until now, is very much worse than 
the situation of the establishment of local factories by the 
English firms'. While I am therefore opposed to the 
exploitation of this country by the importation of goods 
ijaanu fact ured from abroad under the present system, I 
would also keep a very careful watch over the establish- 
ment of British factories in this country. Laws regulating 


the establishment of manufacturing concerns by foreigners 
exist in all countries. There is no reason why they should nob 
exist in this country. If this country is poor and must import 
Capital from abroad it is true that we must offer to the foreign 
capitalist not only absolute security for his assets, but a 
reasonable chance of making profits.' Consistent with this 
I would regulate the investment of foreiiin capital in India, 

One of the methods being stricter conditions in the forma- 
tion of joint-stock companies with the restriction that no 
company could be registered in India unless at least half 
the number of share-holders on its books are Indians. If 
the number of share-holders is like this, it also follows that 
the share-holders should have facility for electing Indian 
directors. This they could do if they were allowed to vote 
on the block system so that they could give all their votes 
to one individual whom they like. This would secure the 
jiresenee of qualified Indian on the directorates -and the 
association of these Indians would secure better confidence 
and harmony. In certain trades it may be desirable to 
impose further restrictions and to lay down that certain 
specified industries should not be allowed to be luiiidled by 
foreigners at all. In such cases foreigners will seek 
alliance with Indian houses and will, if they choose, establish 
factories. It is assumed that neither English nor any 
foreigners have any accjuired rights in the Indian markets 
and that no injustice will be done to them and no special 
favours can he allowed. Under these conditions foreign 
capital may be drawn or it may be scared away. These 
conditions are necessary to impose at present in order to 
explode the theoiw that India is an open land free for any- 
body to come and establish himself. The effect of such 
extreme and rigorous restrictions will be watched and 
those who administer the country will naturally have an 
opportunity of revising the rigour if they find that no 
further cause exists for , such restrictions. I would also 
deprecate the establishment .of foreign firms m India 
wherever they are likely to lead this country into diploma- 
tic and political complications. 

19595. 19. Under a protective system various problems 
arc likely to arise and it is likely that the grant of protection 
to some manufacturers may be opposed by other industrial 
interests. In such cases the |)ermanent OTprmission, which 
is suggested in answer to question 29, will hear the 
arguments on both sides and will then give decisions on 
national grounds as to the best course to be taken in 
national interests. If the tariff is sciejititic and worked 
out projjorly such cases are not likely to arise very frequent* 
ly, and in any case the situation of everybody concerned 
would be very much better than the jireseut . chaotic 
condition in which all industries —those of raw material as 
well as those of intermediate and final products — stand 
equally exposed to ruthless foreign competition. 

19596. 2>2L In asking’ these ^uestiotis the word 
** consumer ” is used very loosely and so is the word ** prices/' 

It is assumed that prices of all articles will rise uniformly and 
it is also assumed that the inconvenience to the consumer 
from the rise of such prices would also be a uniform burden. 
Such is, however, not the case. In the scheme of tariff^ 
suggested herein foodstuffs have been left free for import.’ 
Next to foodstuffs the requirements of the poorest class of 
population relate to clothing. The poorest class has been 
using largely locally made stuff, which has not been to any 
appreciable extent competing with any imported stuff until 
recently. 'Next to that the item of some importance is 
kerosene' oil and matches. For these also in the scab 
suggested only a minimum tariff has been provided. Such 
kerosene oil as is produced inside the country incl iding 
Burma could to some extent supply Indian wants, and the 
imposition of duty will give a tremendous impetus to the 
development of other oil areas which are found all^ along 
the North-West Frontier Province along the foot of 
Himalayas light up to Assam. It will, therefore, bo noticed 
that whereas the growth of industry would take away 
surplus population from agricultural districts and thus 
raise the wages all round, the real hardship to consumers 
of this class will bo very small from the scheme of tariffs 
suggested. When you exclude consumers of this class you 
exclude ninety per cent, of the population. I decline to 
admit that the rest of the peoific will also suffer so much as 
appears to be suggested in the questions. If they suffer 
any inconvenience out of an enforced transference of 
use from stuff produced abroad to stuff produced /in this 
country, and if they are deprived of a few articles of 
foreign make, which are luxury articles, £ think that the 
result would be all to the good. On the other hand, if 
they must use an article of foreign make, because 
prescribed by social custom or because it ia nJt aVailabJ^Sh , - 
the country for a. few years to come, they jhugt ^ 

as moi*e competent to. Dearth® 
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mass of jthe population. I have not seen anywhere in any 
publications of Oovernment or in the public press or in any 
recondite works on this subject a definite case made out 
showing that prices will increase to the consumer, i.e., that 
the bulk of the people of this country will have to bear any 
additional burden. 

* 19597. The country must be prepared for an immediate 
rise of price of some, imported material by the imposition of 
duty, niven in this case the^imposition of duty would not be 
harmful as prices in Europe are falling and for the last 
three or four years people have been use I to higher prices 
and the burden will not be exactly the same if it was in 
Europe at a time of rising prices. A reasonable expectation 
of the continuance of the tariff must bring into the fields 
encerprising businessmen of all classes, who will re-examine 
the situation and find suitable fields of activities in the 
first instance as pointed out in answer to questions 9 to 15 
for finishing the articles or for assembling them in this 
country, or for making as many operations in this country 
on imported material as are possible in order to evade the 
duty. This would be the natuml line of advance, this is 
what is expected and this is what the Governmeot should 
seek, f3o long as competitive conditions of protection 
inside the country obtain, it not expected that the rise 
of prices should be permanent. For all articles are affected 
by more causes than merely the question of tariff, and 
whether this country should ultimately groan under heavy 
prices depends on numerous factors such as the issue of 
uncovered currency notes, lavish and indiscriminate outlay 
by the various public departments of the Government, the 
use of the oountry*s financial resources for propping of 
financial interests in London through the transference of 
funds by the Secretary of State and by the Imperial Bank 
of India so as to cause artificial stringency in this country, 
and artificially high money rates, uneconomical and heavy 
charges of freight, uneconomical and direct taxation of 
manufacturing concerns, etc. Before all these forces,, which 
in my opinion ha\'e a much greater bearing on the course 
of lU’ices in this country, the anticipated increase of prices 
on account ot the duties suggested in the accompanying 
schedule is of comparatively little importance. 

19598. In the igatter of question M I am eihpliatieally of 
opinion that tip imposition of the tariffs suggested is 
likely to bring about an improvement in the scale of wages 
and an enormous improvement in the field of employment 
which will beneficially react on the industrial wage-earner, 
the agricultural wage-earner and the middle classes. Any 
slight indirect effect on the cost of Jiving will be therefore 
moi’e thauimet by this improvement. 

19599. ii5. The imposition of tariffs on the line suggested 
for the purpose of protecting Indian industries is likely to 
strengthen the position of this country enormously iu the 
matterof general trade. It will lead in the first instance 
to the cheeking of foreign importation and therefore to the 
mmediate improvement of the balance of trade in favour 
of tuis country, Ic will strengthen therefore the money 
position of the country and conserve the resources of the 
country for use inside. These resources would be directly 
towards industry and would bear good fruit, 8o far as 
the future economic life of the country is concerned the 
impetus to industry will result in better utilisation of 
the products of this country inside. In practice it will 
work out in the form of an extended and ready market 
where the agriculturist could sell his output easily. It will 
therefore improve the prices, which the agriculturist will 
receive, by eliminating many middlemen who are at present 
fatteningontha export trade of India. The other conse- 
^ueac^ which i see very clearly of this policy, would be 
immediately to reduce the^ amount of sea transport and 
theiae^re by coinrpetitioa of the shipping companies to 
a reduction of freight, to secure also favoarable 
condm(H» of mauranoe and more anxious aud attentive 
enquiries for goods by those who are handling 

them at present abroad. Greater consideration would be 
given to India by the financM interests in London, New . 

stud Yokohama than they are receiving at present. 
The- world can only * respect India and offer reciprocal 
terms when ^dia has definitely set her own house in order. 
On account of the check on imports referred to above those 
who ^ enga^ in trade with the Indian market at 
present would by competition amongst themselves offer 
some artioles at a cheaper price in order not ^ o be done out 
ot the business altogether aud to that extent a portion of 
the duty would he transferred to the foreign manu- 
tootarers, a iiortion of it wotUd be transferted to the 
Bteaxuship companies and a very mnoh smaller portion 
would be borim by all the intermediary middlemen, factors 
distributors, banks and insurance companies t who are 
engaged m the trade with India. 


19600. 23-28. In constructing a proper tariff scheme for 
India I would put bigger stress on the reaction on the life 
and activity of the peoph of India. This is of primary 
importance, Tlio question of Dargainmg with other 
countries is of secondary importance. ^ This bargaining has 
to be worked out in a commercial spirit If a concession 
is worth the same to us as it is to the other country which 
gives it, a concession may be made, but I cannot imagine 
under ordinary circumstances that any countries can give 
ns any concessiim worth seriously considering since the 
bulk of the exports of India comprise unmanufactured raw 
products which are wanted for their own factories and 
foodstuff. The stage of real bargaining will be reached 
when we are in a position to send partly manufactured or 
very much improved raw material over which certain 
amount of useful labour has been devoted in this country, 
owing to which the price of the material has been con- 
siderably improved in favour of the Indian producer, 
Thes^ are, however, matters which will come up for consi- 
deration aud will be judged on their own merit By the 
Permanent Tariff Commission suggested in answer to 
question 29 hereafter and the political issues of which 
will be ultimately considered by a Standing Committee of 
the Legislative Assembly. The stage of reciprocal trade 
agreements one cannot contemplate until this country is 
politically self-governing, and personally I do not think 
this Commission, when making its recommendation, should 
enter into political grounds at all. 

19601. 29. A permanent organisation for the examination 
of claims of various industries by the method and the scales 
of tariffs levied and the classification of goods for the 
purpose of the tariff should be formed consisting of three 
Indians, two of whom must be non-oificials. There should 
be a full-time Secretary of the Commission who would 
ordinarily elicit opinions by correspondence and the 
Commission should meet once every two months either in ^ 
Bombay or in Calcutta, or more frequently if necessary 
The recommendations of the Commission should he 
accepted by Government and could only be vetoed by the 
Legislative Assembly. ' 

19602. 30 to 3-1 and 61 to 69. Looking to the question 
framed for the Commission it is obvious that a very subtle 
attempt is being made to bring forth from the mouth of 
Indian witnesses the necessity of leaving the exports of India 
absolutely free. Questions have been put in such a manner 
as to elicit the statement that exporb duty in the interests 
of local manufacturers are to be condemned. Without 
going to specific issues at the moment let it be said very 
clearly as a fundamental principle that in any scheme for* 
the protection and promotion of n.itional industries, exports 
should be treated not as an isolated item, bat as an integral 
part of the general plan. Every answer therefore given 
on specific issues should be governed by this general 
sideration as to the manner and extent of national require- 
ments for industries established in this country. 

19503. The decision from the country’s standpoint in tlie 
matter of export should be governed by two factors. Tlie first 
is of interest to exportei’s themselves, viz,, some manipulation 
and some little improvement in the exported commodity by 
which a certain amount of In^an labour is engaged locally 
and the resultant coimnodity increases in value very much 
more than the labour devoted here. Thus, instead of 
exporting paddy it is better for India to export rice and it 
is better for the Government to encourage by every possible 
means the production of rice, so that while the exports 
continue, the commodity exported has been improved by 
the devotion of Indian labour and capital. It involves 
very small loss on the handling in the matter of freight, 
etc. It brings a much larger return to the agriculturists by 
the establishment of numerous factories which compete for 
the product locally. It involves national safety since if at 
any stage a larger quantity is required for local use it 
could 1)6 immediately diverted without any dislocation. 
The same consideration may be ui'g-ed in regard to hides, 
mineral and' other metallic ores, oil seeds, efe. Several 
foreign countries are imposing at present duties on rice 
while they are allowing free import of paddy. The same 
remarks apply to otlmr duties. Not merety as a retaliation 
to this. but in order to encourage the initial working up 
of material in this'eountry as' far as possible export duties 
should be lef led on absolutely prime raw stuff.; and if they 
are levied all round, they should be much bigger on such 
stuff than on commodities on which a certain^ amount of 
Indian labour has already been devoted. As an*iUustration 
of other items, which will do no haim to the country, is' the 
gold ore produced in this country. It is essential that a 
^refinery should he set up in India and that can duly W 
set up if the producers of gold ore find it to. th® - o%h 
advantage. What' could be more wasteful than the export 
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of gold ore froni this country and the importation ’of 
refined gold unless it were deliberately done to feed the 
banks, ^ insurance companies, steamship companies and 
the middlemen ? Similarly with regard to myrobalans 
exported from this country, when by a very sim];)le process 
it could be prepared int > Tannin and sent forth in very 
small bulk it is absurd to suggest that the prodacors of 
this article would suffer by this article being worked up 
in India It would be a more correct represent ition of the 
situation to say that the producers of these articles are 
suflEering at present mainly on account of the comparative 
absence of competition in the sale and handling of their 
products in foreign countries. 

19 i04j. The other main consideration in support of exports 
is absolute freedom, without any soi't of preference, to sell in 
the best market. Imperial Preference, which in the matter 
of export duties does not secure any good to the country, 
will only mean loss to the revenues of this country. What 
is there to prevent the consignment destined from here 
apiiarently for United Kingdom being either diverted 
on the way or transhiiiped and sent to Belgium ? Besides, 
the export trade to the United Kingdom is very much 
smaller than the import trade, and that to the self- 
governing colonies is practically negligible. Any cojnpli- 
oation in the tariff system of India as regards exports on 
the plea of Imperial Preference must be condemned. The 
Government of India have in a very objectionable manner 
imposed export duty on hides with a big preference in 
favour of the Empire with the result that English buyers 
in the Indian market have the pick of the market an 1 the 
American and other customers of India are unnecessarily 
penalised. So long as India has not got her own nation li 
shipping the best thing that can happen is to have several 
competing steamship lines and any preference to the 
consignments going to English ports ij^so facto discourages 
competition in shipping which is bad for this coin try. If 
prices of commodities exported by India fall in foreign 
'countries, who bears the brunt? The Indian prodacefs m 
all cases, instead of the shipping companies bearing a 
portion of it. English lines enjoying mail and other 
subsidies would take away to foreign ports Indian stuff 
which is required for Indian consumption. We have 
actually had the phenomena of cheaper rates from an 
Indian port to the United Kingdom than between an 
Indian port and an^ Indian port. The best method to avoid ' 
this sort of strangling o£ the Indian producer’s interests 
is to work out a consistent national policy and to adhere to 
* it so as- to avoid all complications about impeml Preference 
and to let Indian produce be sold in the best market at the 
best price and to encourage competition amongst foreign 
shipping companies. . * 

^ 19605. There should he" no export duties in case of manu- 
factured articles, and partly manufactured articles must in- 
variably bear smaller rate of export duties than raw produce. 
As soon as industrial establishments in India grow so as' to 
, absorb the bulk of the Indian produce the export of prime 
raw produce .should be strictly prohibited. Such a situation 
is likely to arise only after some years* In the meanwhile 
the system should be worked solely iii the interest of~ this 
country and neither directly nor indirectly in the interests 
, of middlemen, brokers, insurance companies, shipping 
companies and exporting firms and agents who are growing 
fat on the export trade of India arising out of the exhaust- 
ing labour and toil of the inhabitants of this country. 

JPreferencCk 

19608. S5-42. The suggestion for Imperial Preference 
for India 'is to be condemned as mischievous and objection- 
able. On economic grounds the only colony with which 
India is so thoroughly linked as to form pjirt of one single 
^economic system is Ueylon. For the rest the stage of 
economic development, the economic outlook, the resources, 
the average income per head, the main articles of consump- 
tion, are all different iu the case of India from those ot 
the other colonies and the United Kingdom. India’s export 
trade with the Empire is comparatively small and, omitting 
the United Kingdom, her exports to the colonies are 
negligible. ETor has it been demonstrated anywhere that 
the export trade with the United Kingdom and the colonies 
yields particularly large profits to the Indian producers and 
must therefore be encouraged. India is exporting raw 
materials and food articles and she does not want to give any 
special inducement to outsiders to purchase these. In the 
case of imports in India,- the share of the United Kingdom is 
Very large, but here also the trade with the colonies is practi- 
cally nil if such countries on the Indi ui Ocean as Ceylon, 
Singapore and East Africa were omitted from the rest. Tu 
the case of the United Kingdom the trade with India has been 


built up partly on tbe special facilities given by the Govern- 
ment of India, English backs, English shipping companies, 
English insurance companies', port and customs ofiSoers in 
British India, etc. The conservative British manufacture 
has seldom taken care to study the Indian market as 
thoroughly as, for example, Germans and the Jaimnese have 
done, and there is no particular economic object to^ be 
gained by giving protection to imports from the United 
Kingdom. Kor has the United Kingdom anything to give 
us in return in the way of tariff concessions. The only 
articles in which the British Government can give a large 
concession to Indian produce is tea, and notwithstanding 
the fact that tea is produced in India to a very large extent 
by tex comp inias m tnaged by Englishmen, Engiisti states- 
men have heititated to penalise Chinese tea lest China should 
hit them oy some retaliation. Kor have the advocates of 
Imperial Preference ever demonstrated any other specific eco- 
nomic advantage by grant of pieference on imports from the 
rest of the colonies. The colonies with which India should 
have reciprocal trade arratigements likely to do good to both 
parties, are Ceyloo, Scraifcs B0ttl0m3nt^ and Exst Africa. 

19607. When the agitation for Imperial Preference was 
rampant in the United Kingdom 18 years ago the Government 
of India hxd been asked to consider to what extent Imperial 
Preference could be adopted by India without any loss. 
Their decision at that time was based on facts which have 
not miterialiy altered since those day.s except th.it some of 
the oldu* customers of India’s produce have become weaker ^ 
and that is all the more reason why they siiould not be 
penalised in purchasing Indian material in competition 
with the United Kingdom and her colonies. On the other 
hand having depreciated currencies not likely to be restored 
to their old basis for some years to come, India has an 
advantage in puroliasing from them, wiiich also it wmld be 
most unwise to yield up in deference to fantastic and 
altogether untenable scheme such as Imperial Preference. 

lyfiOS. I do not consider it the province of the Commission 
t ) enter' into high political issues in recommendation or 
otherwise of the imperial Preference, but from^ the question- 
naire it appears that they will be digressing into teat fiald, 
la that case, I will indicate biiefiy the political considera- 
tions bearing ou the problem of .Imperial Preference. For 
that purpose we must sep irate immediately the United 
Kingdom from her seif-governinj colonies. With the self- 
governing colonies of tile United Kingdom tnere can never 
be any amicable political settlement or* friendship. Tne 
manner inwhiqh Indians have been treated in these colonies 
either as of the labour class or of any other class has all along 
been an object of legitimate complaint. ^ If India had been a 
free country, guiding her policy on national lincf, she would 
have gone to war with South Africa long ago. The immi- 
gration 1 iws and the Tarious in lignitieg involved in the 
recruiting, the subsequent maintenance, the segregati«’i, 
prohibitions of the use of public utilities, holding ot land, 
etc., have all indicated race arrogance and inimical spirit 
against Indians for which the least that can be done is to 
cut off all tradi negodatious or relations with those 
countries. It is humiliating to think tliat people of the 
colonies can compete m tue Indian Civil Service and 
actually come and administer this country ; they cm come 
here as traders or aB workers without any restrictioi^, they 
can hold property in this country aud enjoy hot only ail 
the ardinaiy rights, but in criminal law aud procedure even 
superior rights to the people of this country* With the 
colonies, therefoie, neither on economic grounds nor on 
political ground-i will Imperial Preference be ever considered* 
In the case of tne United Kingdom the political grounds 
for giving favourable treatment cannot be profitably dis* 
cussed in this place since with the United Kingdom there 
are so many outstanding political questions to settle of one 
kind or another, that the granting or withholding of 
favourable treatment must be part ot the entire bargain 
which may ultimately come to be settled with them. Prima 
facie and ou its own merits there is no plea whatsoever for 
lmx)erial Preference and it would be a cruel injury to this 
country if the Commissioners will, through any false sense 
of propriety or through any other considerations whatsoever, 
recommend this system, or if England uses her superior 
political might to enforce a system opposed to the vital 
interests of the country. 

19609. 4.3-60. I have been interested in the past in the 
textile industry, having been associated with the manage- 
ment of two of the largest textile concerns in Bombay, I 
am now interested in rubber manufacturing industry as the 
head of a firm of managing agents controlling a rubber 
manufacturing concern, 

19610. As regards question 45 asjto whether this ifidustry , 
is essential to national security or of sufficient importaniSe to'**’ 
the economic prosperity of India I shall ’ quote the 
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ilio Indian] Industries Commission wliicli are ; *‘altlioiigli 
India exported raw rabber valued in 1917-18 at 162 lakhs, 
rabbev manafaetare has not been started in the country, 
and goods to^ the value o£ 116 lakhs were imported in 
1017‘i8. This in'lustry is ons of those that are essential 
hi the national interest and should he inawjuratedt if 
necessary, hy special measures" I consider that there 
are enormous natural advantages for the establishment of 
this industry in India, blot only the raw materials, but 
most of the chemicals required are produced in this country. 
There is a veiy large market in India, the volume of which 
is not ordinariiy judged by any critic, who merely dips into 
the trade figures since the classification of the departments 
of statistics and commercial intelligence does not proceed 
on the basis of the raw materials used or the processes, but 
deals with them more as articles of consumption. Thus 
rubber goods are more or less’ received under the figures 
appearing as apparel, engineering stores, telephone, telegraph 
and, postal equipment and » stores, electrical material and 
equipment, stationery, motor car and motor cycle trade, equip- 
ment for paper manufacturers, aerated water manufacturers, 
printing trade, chemists and druggists and sundries, surgicals, 
hospital stores, etc. There is at present no other factory to 
my knowl^e working in India, but I know of two 
factories projeeted besides one at Bombay. The Indian 
market alone as described above is capable of absorbing the 
output of several factories, and goods imported at present 
come mainly from the United Kingdom, the United States, 
Italy and Japan, With reference to question 49, the 
United Kingdom has an advantage in the sense that most 
< of the material required for railway pui'poses— and this runs 
into’ an enormous quantity —is purchased exclusively in the 
United Kingdom without any , reference to competitive 
^ prices or alternative sources of supply. 

19611, 50. It is not a fair question to ask with regard to 
the rubber industry in India. I am not only momlly con- 
vinced, hut I am satisfied that with such data ^ ki 7 ^ been 
got th^e industry can grow in India and can reflect on 
the prosperity of this country. This handicap, which the 
industry has at present, arises from the increased cost of 
equipment on account of the additional freight handling, 
etc*, and increased overiiead expenses on account of the 
necessity for importing technical men from abroad. Pro- 
tection should be therefore granted su^cient to cover these 
two items- There is also the question of dumping which 
is very much larger in the case of rubber goods than in 
most other industries. More protection should he wanted 
for these items in which very much higher ^technical skill 
and very much more use of machinery enter. Protection 
is also wanted in order to enable concerns in India to reach 
*that stage of mass production hy which production costs 
could be lowered. This cannot he done hy businessmen as 
a mere item of enterprise until they can be reasonably 
certain that Government’s general attitude towards this 
industry is changed on lines mentioned by me. 
I think within ten years this country can be entirely- 
independent of all outside supply in the case of rubber 
goods, and I think, other conditions being fayourable, it 
can also be expected to reach a stage of maturity when on 
special grounds protection can be dispensed with. The 
extent to which rubber goods enter into other industries is 
indicated above in the enumeration of the articles. The 
establishment of this industry is likely to be benefited by 
the promotion in this country of chemical industries 
generally. 

administration of customs at present in 
Xaok SB more or l^s primitive. It wasr conceived' to meet 
the xequicements until now and had the merit of being less 


costly. Ifc’atavi^ pclicy is based on scicniitlc prlnfipld 
with due regard to all the considerations arising, which 
have been already dealt with, a much more efficient 
organisation will have to he provided. If the rate of tariff 
is different on different articles, as it must be, the classi- 
fication of goods and their exact definition as well as tlie 
machinery cases which are on the border so as to despatch 
the work quickly and with the least inconvenience to the 
public wOvild have to be secured. The system of levying 
specific duty is to be condemned, in so far as it is more 
favourable to a better article of the same species than to an 
inferior one. A system of ad valorem duties is to be 
preferred, but even here there is the problem as to whether 
the tariffs should be based on the invoice value plus freight, 
etc. Since the general level of duties as suggested herein 
is likely to be very much higher than now, attempts may 
be made at evasion and preparations should be therefore 
made in advance. The United States of America have 
recently adopted Jhe method of levying duty on the 
wholesale market rate ruling in America on the day of the 
import. This the Americans have done more or less out 
of a desire for self -production since the object of the Ameri- 
can duties has been to prevent foreign goods from unduly 
competing in the local market. If the object of the Indian 
duties is also that, then this principle would have io be 
adopted. I would illustrate my meaning by taking the case 
of cement. Thei^e are half a dozen manufactures of cement 
in India and there is a likelihood of some more which arc 
being established. In times of comparative depression, 
where building operations are at a standstill, cement is 
likely to be a drug on the Indian market. A duty of there- 
fore 10, 20 or 45 per cent, on imported cement may not 
actually meet the situation. Even with 40 per cent, duty 
Japanese or Belgium cheap cement is offered in Bombay at 
prices lower than the prices at which some of the leading 
cement manufacturers of India wish to sell. I suggest that 
if duties are levied on the wholesale value of the article in* 
side the country, then the foreign articles can tCnder no 
circumstances unfairly compete or lead to the liquidation or 
winding up of concerns working in India. Even with a 40 
per cent, duty, if foreign -cement was landed in India and 
was made available about Bs. 5l) a ton, for some at least of 
the cement companies in India it would be a difficult situation. 

I can readily conceive of cement being landed at this rate 
if the exchange was in India’s favour and at the arbitrary 
rate of two shillings in gold, to secure which the Govern- 
ment have squandered several ororcs of rupees of the 
accumulated resources of the country. I should therefore 
suggest that the rate of duty on imported articles, whenever 
such articles are produced in India, should be on the whole- 
sale market value of the day on which the goods are 
landed. 

19813. The scientific tariff suggested by me above would 
he in the case of minimum tariff 20 per cent., middle tariff 
40 per cent, and maximum tariff 100 per cent, and over. The 
class of articles on which these tariffs should be levied has 
been indicated in the preliminary memorandum. The 
question of classification would have to be very carefully ' 
worked out by the permanent Commission suggested in 
answer to question 29. I would also recommend a scheme 
of bonded warehouses in which imported stuff can be 
retained pending payment of duty. This is very necessary 
and would give great facilities to the trading community, 
who would be able to deal with their banks on the strength ' 
of the bond certificates. It would obviate to a certain 
extent the charges at present borne by merchants by way 
of demunage ^ and would offer greater facilities to the 
customs authorities to examine articles liable to duty* ‘ 


Witness No. 126 , 


Oral evidence of Me* Menu Suhedai?, 


19614^ Prepdent. — Mr. Subedar, the mehibers of the 
Comaagsion have dfa^ my 'attention to two passages 
apj^nng m’yomr statement which according to them rSeot 
on the mt^ty of the Commission its^f . 

refm^d which are the passages 

”19615.^ Q. 1 will read them so that you may bffer such 
explanation as you may have or you may withdraw them. ’ 

. JL. Certamly, 

19616. Q. The first p^sage is on' page 2. It ri^ds as 
follows;---*! am puzzled whether I should 'regard this 
Commission as sitting as a National Commission in order 
to determine how the prosperity of this countryas a whole 


could be safeguarded against alien "attabks 'and exploitation 

or whether it is sitting to decide how EngWd will, as a 

matter of some little concession, -^jr mi. the exploitation- of 

this "country to be faintly disguised by certain minor 
tinkering with t&e present tariff system. The questionnaire 
at least suggests that it is the intention of the Government 
through this Commissiou to secure not the first, but tlie 
sewnd object.’ Your criticism of the fiscal policy snot 
objected to, but it is your reflection on the integrity of tKe 
Commission* Then in answer to questiems 
and 61 to 69 yon say : ‘ Looking' at the 
for the Commission it is obvious that akfery subtle 
IS beii^ made to bring forth froiiar tfie 'ldbaih'' 6f' iiiiiai 
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witnesses tlie necessity^ of leaving tlie expoits of India 
absolutely free. Questions have been put in such a manner 
as to elicit the statement i bat es\ oit duty in the inteiests 
of local n anufacturers are to be condemned.' Now the 
queslionr.aiiehas been framed by the Commission and this 
is a direct reflection on thehhondfdes. 

, A, li you. will allow me, Sir, I will say with reference 
to these paragraphs that with regard to the personnel of 
the Commission I will express my absolute faith in their 
integrity. The memlers of the Commission are all decent 
and honourable men wishing to make to the best of their 
ability a report on the tariff policy of the country. Then 
with regard to the teims of reference of the Government, 
my objection to the terms of reference which the Govern- 
ment have framed is outside the scope of this Commission. 

19617. Q- May I draw your attention to the fact that you 
have criticised the reference in the passage immediately 
preceding that which I read out to you. Yon say ' I regr'et to 
remark that even in framing the uference of this Commis- 
sion there is more than one evident bias on Ihepartof 
the authorities to obscure the issue and to confuse tbe 
mind of the witnesses in answering questions prepared in 
pui’suance of that reference.* That is your criticism of the 
reference. We aie not taking exception to that, Butin 
these two passages, I do not think there can be any doubt 
as to tbe interpretation which the Commission put upon 
them, that it is a direct reflection upon them. T don’t 
think you would have intended that and so 1 hope you 
will withdraw those passages. 

A, Certainly. May I say that I should like to have 

this sentence of mine namely * I regret reference’ 

on record in the statement ? 

19618, Q. We have got it and we are going to examine 
you on that. 

A, In BO far as the questionnaire is based on tbe refer- 
ence, I have objection to certain g^uestions, to tbe form of 
certain questions which I have indicated, but 1 will say that 
in writing these things there was no intention on my part 
to cast any reflection on tbe integrity of tbe Commission as 
a whole. If tbe Coinmjfisiou reads any reflection in the 
passages I have no objection to withdraw them. 

19619, Q. Then you withdraw ? 

Yes* 

,196SO. Q, Now coming to the first paragraph of your state- 
ment, you say ‘ They ’ (I think with reference to Government) 

* have deliberately settled a policy of railway rates which 
any tyro could see. was calculated to allow of minimum 
development.* Will you please explain what you mean 
by that ? _ 

A, Tbe policy .of^ x’ailway rates which has been fixed in 
tbe past has been dictated by tbe interests of the export 
trade of this country, in tbe interests veiy largely of tbe 
foreigners. Tbe other point about this^poficy must have 
been to secure as much revenue as possible. 

19621, Q. You know Government claim that they were 
working railways on a commercial basis. 

> A. They were making a loss ixntil 1899. 

19622. Q. That is the initial stage of the commercial 
development. 

A, My point about tjie rates interfering with industry 
is this. The rates have been fixed on raw products in such a 
way as to allow of their caiTying to the ports being 
facilitated. Tbus\ for example,-' oil seeds are rated from 
any interior place to tbe ports at a very low rate and if the 
same oil seeds were crushed and the ’ oil and the oilcake 
separated inland the same weight of materials namely the 
oil and the crushed cake would not reach tbe port for tbe 
sabae freight. The result is that if a man wanted to have 
an oil crushing plant erected, he will have to put it down at 
the port where land is dear, labour is dear and where all the 
, other conditions of industry are compamtively dearer. 

' That^, is what I mean when I say that railway rates have 
been "framed more with a view to revenue and to a certain 
extent' with a view to protect tbe vested trade interests of 
the English exporting firms than with a view to encourage 
industry of this country particularly industiy which can 
he woAed in inland places. 

19623. Q. Then your view is that tbe railway policy 
should not be based on* a commercial basis and sboiJd be 
subordinated to tbe development of industries in India ? 

A. Yes, Sir. The rates should be so regulated as to help 
tbe manufacture of materials in India itself rather than the 
export of raw materials and tbe import of manufactured 
goods. I think the railways of any countryare a great 
economic asset which should be directed towards increasing 
tbe prosperity of that country, and by increasing the 
prosperity of that country I mean that as much labour of 
the country should be directed for productive purposes as 
possible. I therefore come to tbe conclusion that railways 


in India should be used as they have been used in other 
countries in tbe world in facilitating and encouraging tbe 
industrial ejffcrts ccnirolled and managed by Indians and 
located at suitable places inland where the materials are 
available, and where the markets are near at hand. 

19624. Q. Would you advocate that policy irrespective 
of the effect that such a policy would produce on the 
railway revenues P 

A, I should view tbe question as one of tbe indnsirial 
growth of the countiy. If tie Government really drop a 
certain amount of money on railwayr evenue, they are likely 
to make a larger amount of money by the higher tariffs 
which I am suggesting later on. Even if they drop a lot 
of railway revenue, (I don’t believe they wdll do) but if 
they do drop a lot of revenue on railways in their attempt 
to encourage industry, then I think it is their duty to do so, 
and I am sorry they have failed to do so in tbe past. 

19625. Q. Then you would subordinate the railway 
policy to the development of industries in India P 

A. Yes. 

19626. Q. Then, you remark ‘I regret to remark that 
even in framing the reference of this Commission there is 
more than one evident bias on tbe part of the authorities to 
obscure the issue and to confuse tbe mind of the witnesses 
in answering questions prepared in pursuance of that refer- 
ence.’ ‘ Will you please tell me what you mean by that * ? 

A, I regard tbe reference to this Commission as ^ery 
defective in so far as this Commission is asked * to examine 
with reference to all interests concei*ned tbe tariff policy of 
tbe Government of India including tbe question of the 
desirability of adopting tbe principle of Imperial Preference 
and to make recommendations.* In the first instance tbe 
suggestion that tbe system of Imperial Preference should 
be examined by the Commission should not have been made. 
The question has been examined in tbe past and has been 
summarily rejected. The entire Indian opinion in tbe 
country has constantly and on more than one platform 
expressed itself decidedly against that. A year or two ago 
when a small committee was appointed nnder the^ old 
councils to examine this question, even that committee 
conld not go heyond a very non-committal and lukewarm 
attitude. This refei’ence is more unfortunate, because tbe 
Commission has not been asked distinctly and directly to 
examine tbe possibiliiy of framing a tariff policy with a 
view to protect industries in this country and to promote 
and bring about tbe conservation of the resonrees of this 
country which are being absorbed by a vei^ wasteful 
foreign trade, < 

19627. Q. If tbe Government bad done that, would it not 
beo]^nmore correctly to the criticisxn which you have 
levelled against itP Would it not be a bias in one particular 
direction ? Tbe Government in framing the reference have 
kept it perfectly open to us to examine the whole question 
in all aspects. Personally I think the tariff policy of a 
country is not a matter which can be considered from any 
single poiht of view. It will have to be examined from 
various points of view, the point of view of the manufac- 
turer, tbe point of view of tbe consumer, tbe point of view 
of the producer, t£e point of view of transport facilities, 
the point of view of revenue and so on. I think the 
Government in framing it have made it as comprehen- 
sive as they possibly could do without indicating any 
particular direction in which the findings should be. 

A» There is one point I must mention. Prom the 
reference it seems to me clear that the Government of.Indm 
still api^ar to entertain doubts as to tbe desirability of doing 
away with the so-called free trade policy. 

19628. Q, If the Government have positively come to the 
conclusion that the best policy was free trade or that the best 
policy was protection there need not have been this Com- 
mission at all. It is because this quesiion is undecided as 
to what is really in the best interests of the country that 
they have referred it to ihe Commission. If you look at 
the reference you will find that we have been asked to 
.examine the fiscal policy in all aspects, and from tbe point 
of view of aU interests concerned. They have particularly 
asked tbe Commission to exhmiue tbe fiscal policy that is 
most suitable for India in tbe interests of India. How 
can it then be open to any crithiism ? They dor^t say in 
tbe interests of am body. They have deliberately asked us 
to examine all tbe questions affecting the fiscal policy in 
this country in the interests of India. That sorely Ought 
to \ ave exonerated them from criticism. 

A, 1 am very happy to learn this interpretation,^ and if 
you put this interpretation I wonhl not fight with the 
reference much further, except that th-e agitation 
Lancashire at the time this vCummissign^ 
gave one. to believe , thatin aJL 
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intentioii of Government to include the interests of 
Lancashire also. 

19629, Q. How can that he so? 

A. I am very happy to learn it. The other unfortunate 
part of the reference if I may mention is that the 
Government of India have not mentioned in this 
refeience the lelation which your recommendations will 
have with the recommendations made hy the Industries 
Commission ; rnd when the question of tariffs was 
removed from the lefeience to the Industries Commission 
I thought it was obvious that if the recommendaticns of 
this Commission wem to prove useful to the country they 
could not he framed, they could not le used without 
coupling them with the various lecommendatiors of the 
Industries Commission, aid* since that was rot made 
explicit here, that also I mention as rather unfortunate. 

19680, Q, In paragraph 3 of the memorandum in clause 
(C) you say ‘ even if the prices paid are up to fifty per cent, 
in excess oi the prices that may he quoted hy any foreign 
supplier purchases will have to he made ih India’, Ho 
you mean to say that the Indian Government should 
purchase their xequhements in India even at the ccst of 
60 per cent." higher value ? 

A. With regard to Government stores I loolc at it from 
the deeper^ economic point of view. If an industry is 
established in this country and if the producer can supply 
a material of a specified quality then the sacrifice for the 
consumers will not be wasted because the extra money 
which you put in this way will he spent in the country and 
^ will directly or indirectly return to the treasniy hy way of 
taxation on various commodities and hy way of income-tax 
on ^e industry itself if the ind.ustry is making money and 
soon. Therefore I do not regard it as altogether wasted. 
But if some sort of encouragement like this is not given, 
enterprise may not he forthcoming as rapidly and on the 
same scale and on satisfactory lines. That is w’hy I am 
suggesting that even up to the extent of paying 50 per 
cent, more for Govemment purchases in this country the 
Government should he prepared to encourage the production 
of every required article- 

19631, Q, Then you will have to maintain taxation on a 
very high scale ? Are you prepared for that ? 

A. If the Government adopt a national industrial policy 
calculated to make this country more or less self-sufficient 
in the matter of industry, then I think this country should 
be prepared to undergo any sacrifice required for a period 
of ten years. 

19632. Q, That is to say it will be prepared to meet any 
excess heavy taxation necessary ? 

^ A.^ I do not think the charges incurred by Government 
in this direction would he half as heavy as tie extravagant 
establishments which they have got iu the Civil and 
Military Departments and in various other directions. 

1963$, Q, We are not coucemed with that. Wo are 
concerned with the trade policy. 

A, Ton are asking me whether it is right that the 
Government should he called npon. 

19634. 'Q. This is a kind of subsidy you want the Gov- 

replenish hy 

aaditional taxation. Are vou prepared for it ? 

A, Yes Sir. “ ^ ^ 


tc paragi-aph 10 of the memorandum you say 

Purchases of railway plant and paits should he made in 
which give special facility for technical 
stiments from India and which also give in the negotiations 
best advantage and preferential terms for goods which 
from India;” I will deal with this in two 
pms. Your first view is that the manufacturers from 
Wiiom railway plant and parts are purchased should be 
compelled to train a certain number of students in the 
of their business. Is that what you mean ? 

• There are several lines of advance of industries in 
T want some of our men toLe trained. 

In therfirst few years we may have to go and purchase our 
stores outside because they are not produced at home. In 
that purchase we shonld also include a clause hy which 
every factory which gets an order should undertake to 
aamit one or two of our men as apprentices and treat them 
as apprentices of their own race and allow them to go 
actual com-se inside the factory. 

^o36* Q, You would make that a'condition of purchase ? 
•A 5 making this ^condition if a tradinar firm 

rejected the condition, then it would he for the Govern- 
men# at that time to decide whether' the extra price which 
have to-pay elsewhere is worth the training which 
»ciRB cases it may he very extra- 
which case I . would not insist, In other eases 
Wl®;a trijae extra, in which case I would leave the 

to the other factory. 


19637. Q. And even pay a little higher price ? 

A.^ Yes, to secure the training of half a dozen men in 
the line. 

19638; Q. The second poinf" is Vhich also give in the 
negotiations best advantage and preferential terms for goods 
which they import fivm India’. Yon know that the 
imports from India are raw materials and they go to 
conntries from which we import manufactuied goods. 

A, There are various countries which are in a position 
to supply various articles. Indian tea is taxed very high 
in England and it is not taxed to the same extent in other 
countries. I have such matters in consideration. 

19639. Q. Would^you adopt a policy of retaliation in the 
case of countries which discriminate against raw materials? 

A, I should not say letaliation. I should adopt a policy 
hy which in a friendly manner we can leap all the benefits. 
We may reprfsent to them and say we are paying so much 
for your goods and hy such lepresentations they may find 
it quite possible to o-ffer us some inducements. 

19640. Q, Supposing they do not listen to your represen- 
tations, what would he your remedy P 

A. Then the question has to he considered commercially 
whether the amount and scale of taxonlrdian products 
which they levy really inflicts any serious burden on the 
Indian producer in disjosing of his stuff in the best market . 
and whether the advantage which we offer for purchasing 
our material in their country is likely to he counter- 
balanced without any injury to us. 

19641. Q. Do you think it will he piacticahle to carry it 
out ? 

A. This is being done all over the world. The customs 
authorities ^ everywhere are constantly examining little 
issues of this kind. I do not see why in India we should 
not form an organisation which will he t^ell informed and 
can he capable of handling these matters in detail, and 
judge on the merits of each issue as it arises from time to 
time. 

19642. Q. Will you name any country which caities this 
out? 

^ -<4. 'In, the United States there* is a permanent organisa- 
tion just doing this work. In England this sort of work 
is now being done since the war hy the Board of Trade, 
which is daily seeing whether certain prod acts of Germany 
and the manufactui’es from conntries with depreciated 
currencies are not inundating England to the prejudice of 
the English manufacturers ; and if they see they at once 
take steps under the Anti-Dumping Act to raise further 
revenue or to bring about complete prohibition and so on. 

In India we might also have similar machineiy. 

19643. Q. Which can practically carry out the policy you 
advocate ? 

A, Yes, sir. 

19644. Q. In para. 12 you say * the question of machinery 
has been already treated in para. 2. The importation of 
machineiy of all kinds should he confacolled.^ If, however, 
for the sake of piformity a duty is levied it should h4 
levied in conjunction with various other measures for the 
direct encouragement of industry so that if the State, 
recovmB hy a direct charge on industry any duty on 
machinery it gives hack directly to that very industry in 
some specific manner calculated to lessen their burden and 
to enable them to stand firmly on their feet.’ Will you 
please explain that suggestion of yours, a little more 
clearly? Your whole object is to make efforts for the 
mantuacture of machinery in India itself? 

A, Yes, 

19645. Q. And in order that that policy of a high impoi*t 
duty may not militate against the industrial development, 
would you take the duty on the imported machinery and 
hand it over to the industry that handles it P 
. A, Not to all industries. 

19646. Q. Please explain what you really mean by it. 

A, I have got a dual system of working the- tariff m this ‘ 
naenaorandum which I will take this opportunity of men- 
tioning 80 that I may make various other suggestions clear. 

In certain cases I am suggesting a heavy duty in order to 
create an atm osphere in this country of industrial enter- 
prise in which businessmen will -feel it more or less safe to 
come in. 

- This heavy duty should be coupled on with a subsidy for 
the production of the same articles at home. There would 
be an Encouragement to the industmlist who launches out 
into that industry. He can expect a reasonable return. I 
have suggested that this subsidy should he a gradually 
diminishing subsidy to end in 10 years. The subsidf • 
starts from a high figure, goes on diminishing atid 4VW 
end of 10 years is automatically takeii away. ' 

to machinery, if you tax machinery heavily \th#TO]ae^ . 
which yoti recover by the tariff on maohineiiy on the import - ^ 



side ^ siioTild he put into a separate fund to be given back to 
tbe industry. For example, if there is a 20 per cent, tax on 
the imports of textile machinery I should put this 20 per 
cent, tax into a separate fund which can be returned to the 
textile industry, not in the form of money loans, but by 
encouragement in several ways by giving them those 
facilities for which they approach Government from time to 
time. 

19647. Q, Will you please explain the specific directions 
in which you would have this bonus paid ? 

A* In the matter of the textile industry I think the 
specific directions in which the bonus may be paid to the 
industry are the housing of labour (which is very difficult 
in a city like Bombay), the establishment of a special 
consular or other seivice in Japan, East Africa, Persia, 
Java and other countries, where our stuff is likely to go, or 
those countries which are unduly competing with us at 
present, the establishing of small poineer factories for the 
manufacture of bobbins and the various other similar stores 
req,uired for the textile industry, directly or indirectly 
encouraging the production of chemicals specially needed by 
the textile industry, giving special preferential rates on the 
railways, and so on. I would not hand over the money in 
the form of money. 

19648. Q. You would use the money in the development 
of that industry ? 

A. Yes. 

19649. Q. In answer to question Nos. 9 to 15, you say 
“ But 1 would bear in mind that in imposing a tariff on 
foreign goods, which it may not be possible to manufacture 
immediately or even in tbe next few years in this country the 
idea is not merely to afford^ through such protection 
favourable conditions for the establishment of new industries 
but also to prevent the dissipation of the resources of the 
community on purchases of foreign stuff by making them 
dearer and by diverting such resources towards articles which 
are capable of being manufactured in the country”. Will 
you please explain this point more full} ? Would you dis- 
courage the import of manufactured goods into India 
primarily for the purpose of establishing those industries in 
the uountry, but also secondarily for ti e purpose of reducing 
the consumption of those manufactured goods in the 
country and saying the resources of the country ? 

JL. Yes. I regard this countiy as a very poor country. 
The economic life of the country is disorganised, because 
we are passing through a stage of transition. Our old 
handicrafts are dead. The old system is giving way to a 
new system of modern type. Considering the low average 
level of earning in this country, considering the very 
small national dividend (if I may indulge in a technical 
term) during the transitional period I think it is wasteful 
for our country to buy the foreign articles even if they are 
offered cheap and give more convenience and comfort to the 
consumer using those articles I think most of the articles 
which are thus used could be purchased in this country* 
The principle on which I am suggesting this course is the 
same principle on which during the war the importation of 
luxury articles was prohibited in England. Some of the 
luxury article s were specially taxed very high. The idea 
was not to recover any revenue but to prevent people from 
wasting their resoui’ces when they were wanted for 
nation^ , purposes. We should be producing such articles in 
the country and I would allow them to be used freely. To 
give an illustration of what I mean, take a pair of shoes 
made in our country and the foreign shoes. The country 
shoes are embroidered. The foreign shoes for our ladies'^ 
no doubt are nido and dainty. But I would rather that they 
wore the embroidered article, the countrv-mado article, 
than the foreitm article which serves the same purpose. 
This is the idea. If you impose a hitfh tariff on articles 
^ which are imported and which are also produced in India so 
much the better. 

i96fecK Q. That is to say, by imposing a heavy duty on 
the forei^ articles you restrict their use in the country 
and save in that way the resources of ' he country. 

^ Jt. If a pair of boots is made three times dearer than it 
is now, perhaps the lady wko wants them would think that 
after all the magnifieient Indian embroidered article is 
equally artistic and she would probably go and buy the 
Indian article. To that extent the makers of these articles 
would he encouraged. 

. 19651. Q. In answer to Question No. 18 you state “ In 
certain trades it may be desirable to impose further restric- 
tions and to lay down that certain specified industries shotild 
not Ise allowed to be handled by foreigners at all Which 
industries are you referring to ? 

A, I have not specified them here, because I did not 
think the Commission would want to go into these details. 
But the one industry that I had in my mind was the 


manufacture of munitions. I do not think any country 
would allow a foreign firm to come and establish a muni- 
tions factory except under very strict conditions of control. 
There are other articles which it may be desirable to get 
produced locally by our own men sufficient for the needs of 
the country, and in which I would not allow perhaps a more 
efficient foreign manufacturer with anew patent method 
who would come down, put up .machinery and who 
would thus cut out the few established concerns and 
put them to loss. Those are conditions which we cannot 
lay down from the start, from now. But I took it that in 
regulating the import of a foreign article in this country 
any administration that wo may have in this country would 
not leave out of account possibilities of this kind. 

19652. Q. In your answer to Question Nos. 20 to 24 you 
say 1 have not seen anywhere in any publications of Gov- 
ernment or in the public press or in any recondite works on 
this subject a definite case made out showing that prices 
will increase to the consumer, i.e.^ the bulk of the people of 
this country will have to bear any additional burden”. 
Do you mean to say that heavy import duties will not 
increase the cost or throw any additional burden upon the 
hulk of the people ? Is your view that the bulk of the 
people are agriculturists, they do not consume imported 
goods, and therefore they won’t he affected? 

A, My view is that the bulk of the people are so poor 
that the articles which they consume are few and are in 
almost all cases made in this country, with the exception of 
those that I have mentioned further on. In the case of those 
articles I maintain that a very bevy tariff coming at this 
moment is likely to bring about a reaction, tbe cumulative 
effect of which will be that the consumer will not suffer. 
In particular I have drawn the attention qf the Commission 
to the fact that prices have been falling both in this 
countiy and in the exporting countries in Europe. In the 
case of falling prices nearly everybody using the foreign 
imported stuff is more or less used to these high prices, and 
the imposition of the duty would only prevent a further 
fall of i)rices. If you prevent a further fall of prices the 
existing stocks in this countiy could be used up. If for 
example a resonable security was given to the textile 
indnstiy^ and foreign imporis are very heavily taxed, then 
I am quite sure they would go ahead with their extensions 
and produce^ in larger quantities. Ultimately, I think 
within a period of two or three years, we should be in a 
position to see that so far as 90 per cent, of the people in 
this country are concerned the duties do not have actually 
any additional effect, 

19663. Q, Quite so. But don’t you see that the additional 
burden may be by depriving the consumers of 'the benefits of 
reduced prices? That is to say if an additional duty had 
not been imposed on these manufactured articles the 
consumer could get them at very much cheaper rates and 
therefore the additional burden is all there. 

A, It is not so acutely felt, as the burden of increased 
price. 

' 19654.. Q. Being deprived of the saving of cost by the 
reduction of prices is also an economic loss ? 

.4, No. Sly suggestion is t\ at the consumer is himself 
a producer after all. The impetus given to industries 
which I am suggesting in various places would have such a 
tremendous eff ect in increasing wages in the agricnltur^d 
districts and particularly in the diminution of unemploy- 
ment that the resources of the working classes would be 
very considerably em anced, and I think they would he 
more than able to forego the advantage of lesser prices. 

19655. Q. They would be deprived of that advantage, 
you cannot deny that. They would be deprived of She 
saving as a result of this re<tuction of price. 

A, It all depends on the period of time. If you allow 
a limited period of time to elapse i think they would not 
be deprive even of that. 

1965fr». Q. There will lie something if you say that they 
would he penalised onlv temporariU. 

A. They may be penalhed under ordinary conditions. 
But there are falling pric. s both in England and here and 
the disadvantages will not be felt, will not be acutely felt 
as they might have been under ordinary conditions. 

19g57. Q. They may not feel it, hut the economic loss is 
there ? 

A, I beu to draw attention to tbe fact that a portion o£ 
these duties would be borne by the foreign manufacturers 
and the steamship companies. I would Jay very great 
stress on a portion being borne by the steamship companies. 
Several c..untrie-« put duties on manufactures, in order to 
encourage their shipping companies, 

1965H. Q. Will you please name any of those countries? 

A. Canada is doing it. Gennany is doing it* Anatraiia 
I think is, doing it. ^ 1 have not inowii any ceunti^' 

' 2p 
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which paddy is taxed. But before the war Germany had a 
system of tariff in which paddy was allowed free and rice 
was taxed. 

19659. Q, In order to have rice mills in their own 
country P 

A, Yes, and in order to provide a larger amount of 
freight for the ships which bring over paddy. 

19G60. Q. With reference to Question No. 49 you say 
that the United Kingdom has an advantage in the sense 
that most of the material required for railway purposes- and 
this runs into an enormous quantity — ^is purchased exclu- 
sively in the United Kingdom without any reference to com- 
petitive prices or alternative sources of supply. Will you 
please tell us what authority you have for that statement? 

1 understand that the Trade Commissioner is now inviting 
tenders from all countries of supply 

A, I know more precisely with regard to the rubber 
industry in which I am interested. I know ^ that the 
consulting engineers of the India Office buy things only 
from the United Kingdom. No attempt is made to secure 
the requirements of railway stores from rnhher made 
elsewhere. In fact I am donhtful, let alone foreign 
countries, whether, if we are producing in this counlny, 
we shall have a fair opportunity given to ns of competing 
and tendering for the requirements of the Government of 
India under this head. 

19661. Q. What I want to know is whether you have 
any positive information in regard to the statment that 
you make? 

A, 1 would also refer to the evidence^ given by Sir 
William Meyer befoi’e the Eailway Committee, in which 
he had admitted that he has not heen always able, owing 
to the pressure brought upon him by English manufactur- 
ing interests and various other interests in London, to 
place orders for railway stores in other countries whenever 
it was possible to do so on economic grounds. 

19662. Q, Has there not heen a change now ? We have 
seen in the newspapers’ that this ‘has been changed, and that 
free competition is resorted to by the Trade Commissioner 
for the supplies of India. 

A» These declarations have been made from time to 
time, 

19663. Q. Do you know anything at all about the policy 
that is pursued now P 

A, We asked the Member in charge when he came down 
to the Indian Merchants Chamber to supply us some 
hgures as to competitive prices and we were told that these 
figures would be supplied to us at the end of three months. 
It is now nine months and we have not received them. 


Sir Mamhjee DadabTioy, 

19664. Q. You have undergone some training in political 
economy in England, have you not ? 

A- 1 am an honours graduate of the London University. 

19665. Q. When did you come out ? 

uL In 1914. 

19666. Q, Have you had any practical business experience 
since then P 

A. I have been engaged in business for the last 6 years. 
I am now doing my own business. 

' 19667. Q, I understand from your answers to the Presi- 
dent's (questions that ydu think the jiresent railway policy is 
economically unsound. You think that there ought to he 
an immediate change of policy and that the railway 
revenue should he subordinated to industrial interests. 
That is what I have understood from your answers ? 

A* I believe that the favouring of special industi’ies by 
speeial iltfces is likely not to dimininish the total traiOSic of 
the country. The tcJtal traffic is hound to he on the increase. 
I think when the^ working classes-cf this country begin to 
earn a little more there wffl he more moving of labour and 
their requirements would offer traffic to the railway. 
There ^wili he traffic- from various places in the interior. So 
ul^matel^ you will not reduce the revenues of the raffways, 
hut will increase the railway revenues. 

19668. Do you think that the present railway policy 
shciuld be continued, or do you think that it should he 
abandoned as a policy which is not in the interests of the 
country P - - 

A. I think the present policy should be very considerably 
revised, and specific action taken to favour industries* 

19669* Q* I agree- with you there. But you state that 
the railway- revenue should he subordinated J}o induatrml 
interests. I find it rather difficult to understand your 
position. You know that large sums of money, millions 
and^ millions of pounds sterling have been invested in the 


revenue of the Government of India comes from the 
railways. You know that if you take away that revenue 
the Government of India would practically collapse. How 
would you then give up this railway revenue ? You would 
make the Government of India bankrupt. 

A. Do you want me to give alternative suggestions in 
order to replenish the finances ? I think the heavy rates 
of tariff that I have suggested would lead to an increase 
in the customs revenue of about two or three times the 
present revenue. 

19670. Q. Do you recommend heavy rates of tariff for 
that purpose ? 

A. I would go further and recommend direct^ taxation 
of industries provided Government is giving the industries 
encouragement and assistance, as I have suggested. 

19671. Q* You lecomm end heavy tariffs and also that 
industries shouM he taxed ?^ 

A. It is not the correct form in which I put it. I would 
put it like this. I do not agree that the railway revenue 
of the Government is likely to be very seriously damaged 
by the suggestions I have put forward. But if it is 
damaged, 1 say that it could very well be made up from the 
increase in tariff. And if it is further necessary to get 
revenue it' could be made to come from an increase with 
regard to other items of taxation. 

19672. Q. In this connection on all imports you would 
recommend a 100 per cent, import duty except in. the case 
of liquors, spices, apparatus and matches ? 

A. No, sir, I have recommended in the case of liquor no 
import duty at all. I have recommended total prohibition. 
In some bases I have recommended a minimum tariff, which 
I have suggested should be 20 per cent. In other cases 
I have recommended a middle tariff*, which is 40 per cent, 
and in other cases still I have recommended the maximum 
taidff which is 100 per cent. I have recommend for 
example 100 per cent, on motor cars and 40 per cent.^ for 
sepamte parts of motor cars. The inference is obvious. 
The 60 per cent, difference is so great as to induce everyone 
not to try to get complete motor cars, but to get separate 
parts and assemble them here. The intention is that this 
assembling should he done in this country. I have re- 
commended my graduated tariffs on these lines. 

1P673. Q. In many cases you have recommended the 
imposition of very heavy duties. It appears to me that if 
yoiu’ tariff is adoj)ted Government will be in the happy 
position of having no revenues at all, and therefore I would 
like to pxit <0 you a couple more questions in^ this connec- 
tion. As India is at j^i’^scnt industrially situated, or at 
least for a long time to come, do you think she could stand 
the very heavy import duties which you recommend ? 

A. I want to know in the case of what articles. The 
Commission never invited in their questionnaire such a 
detailed examination. I found that I was not able to re- 
commend any particular level of duties for all articles indis- 
criminately. If you mention to me in the case of which 
particular articles the duty is very heavy 1 can reply, 

19674v Q. Take the case of metals. In the casa-of iron 
and steel you have said that the rate of increase should be 
accelerated by a high protective tariff. In the ca«^e of lead 
you recommend a moderate duty, and in the case of copper 
plates and wire you recommend a duty of 20 per cent. 

At.. In the case of iron and steel I have not recommended 
any specific figure. 

19fi75, Q. What w’ill you recommend p 

A, I have suggested that the rates should be considered 
in consultation with the trade and that any excess, profits 
over a certain percentage should be recovered by the State. 
If you press me to. answer the question I should say that 
the rate of increase may not be accelerated by bringing tbe 
rates so far as the iron and steel goods coming to this 
country are conceited, to the general level 11 per cent, that 
we have at present. I should suggest a subsidy on the 
production of iron and steel goods to the extent of 100 per 
cent, diminishing to zero in the course of 10 years 

19676. Q. Then you would qualify your statement? 

A, Yes. 

19677^ Q. You say that the rate of increase in production 
could he accelerated- by a high protective tariff. 

A, As I have said throughout the memorandum, unless 
you give su'bidy to the production in this country, the 
protective tariff is useless. 

19678. Q. Therefore I have put you this question are 
you in favour of high protective tariff ” and you think 
that the high tariff would - he justified under the pre’^ent 
Indian conditions. 

. At* Yes. , - ^ - 

19879. Q. Would this not affect the Indian consumer? 

J 'KT ^ iJ ll » ri. t. 



19680. Q. Would you even go, if necessaxy, to tax the 
industiies ? 

A, I would go to tax the industries on their profits if the 
Government adopt all these measures and if the industries 
make sufficient profits. 

19681. Q. I should like to know in what way you will 
tax the industries. Would you put an excess profits tax or 
increase the income tax or what ? 

A, I think that the existing income-tax and the super- 
tax are quite proper. I am contemplating a large increase in 
the number of establishments and these establishments 
would yield a larger revenue to the Government. 

19682. Q, Everybody knows that the lax’ger the number 
of industries, the greater the amount of revenue. I want to 
know, if you tax the industries what your method of 
taxation will be. 

A, The best form is to tax their net profits, the same as 
is done by the income-tax at present. 

19683. Q, There is at present a small tax of one anna 
in the rupee of income-tax and super- tax. Would you keep 
them as they are or are you in favour of increasing them ? 

A, You will kindly pardon me if I interrupt you so often. 
If the revenue of the Government were to decrease on account 
of carrying out the suggestion which I have made, then I 
would increase the taxation, otherwise I would not. Subject 
to that qualification I should certainly suggest that if the 
Government were working on national lines of industrial 
policy, I should be inclined to taxing industries beyond the 
present level. 

19684. Q. Would you impose an excess profits tax ? 

A. No, I regard it as defective. 

19685. Q, You are a great enthusiast I see from your 
statement. You want the industries to be developed, and yet 
you seriously think that if additional income-tax and super- 
tax are put on industries, instead of killing them, you will 
develop them, 

A* Only when the industries make profits, you will levy 
these taxes and if they are making profits, they should 
contribute to the J^tate. 

19686. Q. You know that the high taxation in England has 
ruined England industrially. Are you not aware of that P 
Now the Government of England have practically abolished 
the whole excess profits tax and if they could possibly 
reduce the income-tax, they would do it because they say 
that industries are suffering very badly, and yet you are 
recommending a policy of high taxes in India. 

A» Therefore I rejected the question of excess profits tax 
as soon as you meni|||ied it. So far as the general income- 
tax of the countiy is conceined I think that if the industries 
were making profits, then they should contribute to the State 
just in the same way^ as other interests do, and if the State 
tas following a national policy, the manner in which the 
Government revenues would be sgent would be directly and 
indirectly to give benefits to the industries. You would not 
be killing your industries by thatt on the contrary you 
would be supporting them. 

19687. Q, Another astounding proposition which yoti 
make and to which the President has referred you already is 
that you would prefer Indians to pay 60 per cent, nfore on 
all the stores than the price at which they could get foreign 
supplies, and two reasons you assign for that. One is that 
the money will be spent in this country and the second is 
that you wiU^ be giving great encouragement to the 
industries in this country. 

A. I take it the question is whether giving away 60 per 
cent, mora to indigenous factories which are producing 
stores to the specification and to the full test of the Govern- 
ment requirements is not a wasteful policy. 

19688. Q. You justify that it is not wasteful on two 
founds. One is lhat the money will be spent in the cpuntiy 
for the benefit of the tax-payers themselves and the second is 
that it will encourage the industries. 

' A, Throughout my memorandum I have 'suggested that 
heavy subsidies refer to a ten-year period and during that 
period if we give this 50 per cent, more, I consider that it is 
a less objectionable suggestion than the suggestion which has 
heeu' made in other quarters that the entire output of the 
factory should he taken over hy the Government. This is 
less wasteful. You are only buying what the Government 
wants. 

19689, Q. Would this not have a demoralising effect ? 

A. I don't think so. I think that nothing encourages 
an industrialist so much as the feeling that the community 
is behind him and you cannot give him that feeling until 
some such action is taken. 

19690. Q. I suppose that you are following the debates 
in the Bombay Council and also in the Legislative Assembly* 
Do you think that they will. tolerate this policy if we recom- 
mend it ? 


A,^ I think that it has not been tried by the Government 
and if the Government ever tried it they would find that 
there is a much bigger response, and of a different kind, 
than you seem to anticipate. 

19691. Q. Now about the machinery. You have dealt 
with this in your written statement and you have also given 
your explanation to the President. I understood you to say 
that you are in favour of a heavy duty to create an industrial 
atmosphere and you also would give subsidies for 10 years 
which would be taken away after that time. In answer to 
the President you also said that you would recommend that 
the money realised by these heavy duties should be kept 
in a separate fund and should be earmarked for the follow- 
ing purposes, (1) housing of laboui’, (2) the establishment of 
Consular services and (3) establishing small bobbin factories. 

I shall take each case separately. You say that the money 
should be spent in the housing of labour. Your position is 
this that we should jjut a heavy duty on machinery and 
when that money is realised it should be earmarked for the 
purpose of paying back to the textile industry in the shape 
of house building giunts for the workmen. Do you think 
that is an economically sound proposition ? I will put it 
this way. You take the money from the general fund in 
which every one is interested. You want that money to be 
utilised for a special industry in which only a few are 
interested, for the benefit of the mill people. Would it be 
sound from the point of view of the general tax-payers ? 

A. The proposition is not exactly what you have formu- 
lated by separating it. I will therefore place it as I meant 
it. I think that a certain amount of tax may be levied on 
machinery, but Spare parts of machinery which anive 
from abroad and which can be made here might have a 
lower tariff in order to encourage people in getting these 
spare paris and assembling them together here. This is 
exactly the same as in the case of motor cars. Then I think 
that when an industry has to pay more for an imported 
machine to the extent of 10 per cent.; some attempt may be 
made by local foundries and local engineering works to see 
whether they cannot manufacture at least these smaller 
types. In the meanwhile taxing machinery is objectionable 
on principle and that objection may be taken away by the 
fact that money received in this way would be set aside if 
the Goveinment conscientiously tried to understand the 
difficulties of any pariicular trade or industi'y, for the 
r^oval of such difficulties. There are numerous small and 
big difficulties, and this of course is a matter of detail into 
which the Government Departments concerned would have 
to go.^ So I suggest that the money collected by taxing the 
machinery as it came could be devoted to remove these 
things. 

19692. Q. There are so many members to follow me and 
I must finish my examination quickly. So, I want you 
to confine yourself to the point. 

A, When you said that my position was uneconomical, 
I wanted to explain my position. I don't think that after 
being 15 years on a particular subject, I^ would make a 
proposition which is hopelessly uneconomical as you made 
out. 

19693. Q, Would it he sound from the point of view 
of the general tax-payer P 

A* That is my opinion. 

, 19694. Q, Would it be advantageous ? Am I to under- 
stand that as a great enthusiast in industries you would still 
recommend high duties on machinery to be diverted in the 
manner in which you have said ? 

A. Yes, 

“'19695. Q. Why tax at all? 

A. I am prepared to consider the alternative^ suggestion 
I have made here. Have no duties on machinery if you 
like, hut subsidise the production of machinery in this 
country. 

19696. Q. Which would he better in the interests of 
India? 

A* The joint system would he better : a small taxation 
on machinery coupled with a heavy subsidy on the produc- 
tion of machinery which subsiay diminishes in 10 years 
to zero. 

1 9697. Q. W ould you give that subsidy to the manufacture 
of all kinds of machinery in the country or to any particular 
kind? 


A. I would not suggest any subsidy to be given to the 
production which may be exported from this^ country, 
otherwise I would suggest that the subsidy should apply 
uniformly. 

19698, Q, To aU kinds of machinery ? 

A* Yes. 

19699. Q. What duty would you recommend to he j)ut on 
textile machinery? ' > 'C; 
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A, Th.e question o£ having a duty on it would have to he 
dealt with in connection with the excise duty, and in connec- 
tion with the general scale of duties levied on imported goods 
from Lancashire, Indian industry has great difficulty in 
competing with Lancashire. I would not therefore answer 
the question straight away except subject to conditions. 

1970O. Q. Why do you want a duty of 100 per cent, on 
umbrellas ? I thought that it was a sheer necessity for the 
people. 

A, I have seen country-made umbrellas in this country 
and I think that it would do a lot of good to use country- 
made umbrellas. 

19701. Q, Japanese umbrellas are cheaper. 

A. I am suggesting 40 per cent, duty on the spare parts 
so that these may come here and be assembled. 

19702. Q. Is not 40 per cent, a heavy duty? 

A, For a period of 6 or 7 years only until the industry is 
established in the country, I don’t think that 40 per cent, 
is heavy. 

1970:1. Q. In answer to question N os. *20 to 24 you say 
that high prices djspend on numerous factors and one factor 
is “ the use of the country’s financial resources for propping 
of financial interests in London through the transference of 
funds by the Secretary of State and by the Imperial Bank 
of India so as to cause artificial stringency in this country 
and artificially high money rates.” I would like you to 
explain because I cannot allow the statement to remain so 
far as the Imperial Bank of India is concerned. 

A. This is one of the old grievances of this country that 
the Secretary of State has been transfercing very large 
funds to the TTnited Kingdom, more than is neoessm*y and 
the Chamberlain Commission in examining the situation gave 
this verdict and the“ Babington-Smith Committee also 
remarked on the same issue and suggested a certain" amount 
of moderation in the transference of funds. 

19704. Q. What funds are you referring to? 

A. I am referring to the cash balances, cuiTency reserves, 
gold standard reserves. The gold standard reserves and the 
paper currency reserves are transferred from this country to 
the United Kingdom and kept there. The keeping of these 
funds in England gives a moral backing to English financial 
interests. Indian financial interests would get this advan- 
tage if these funds were kept in this country. 

19705. Q. Do you know anything of the present state of 
affiairsP Has anything been done to that effect? 

A, A non-official is not favoured with the latest informa- 
tion Last year was exceptionally a bad year. The balance 
of trade being against ns, the Secretary of State had to 
finance himself fi’om loans. I am referring to the ordinary 
years. I think that we should take a series of yeai’s rather 
than any one particular year. 

197 j6. Q. The Imperial Bank of India is a private Bank. 
Why do you lay the blame at the door of the Bank when it 
is a part of the Government policy ? What is your reason 
for dragging in the Bank ? 

A* The Imperial Bank of India as Government Bankers 
in this county use large resources of the Government. 

I am only saying that the Imperial Bank of India repeated 
what the Secretary of State had done. 

19707. Mr. Jamncdas Bwarhadas : — Q. Before I begin 
to question you on this subject, I want to ask you one or two 
questions about the terms of reference. The president has 
Already asked ypu some questions on them. Bo you know 
when the terms of reference were announced ? 

A. I have not got the precise date in my mind. . 

19709. Q. I am asking you this question because I was 
responsible for putting a question as to whether the Govern- 
ment proposed to appoint a Fiscal Commission or not on the 
1st of March in the Legislative Assembly, and in answer to 
that it was announced that the Fiscal Commission would he 
appiointed and the terms of reference were also announced. 
I want to know from you whether from the 1st of March, 
the day on which the terms of reference were announced by 
the Government, to the date on which the Fiscal Commis- 
sion wjis announced when the questionnaire came out, there 
was any criticism made on the terms of reference either in 
the Press at Bombay or anywhere else. 

_ A. If yon ask me whether I criticised the terms of 
reference the moment I saw them. If I did not publicly 
cri^cise, I am afraid it is not my business to criticise all 
issues which happen day after day, but I certainly thought 
them defective as soon as I saw them. 

19709. Can you point out any^paper which criticised 
the terms of ref erencej? 

Jl Well, the press are not enterprising enough to do it 
and also^ not sufficiently well informed on financial and 
’ commeroyi matters, or probably it may be that they have 
been fed by numerous more exciting political ail^irs over 
which they ara busy. I do not know why they have not 


done so. 1 thought at the time and I should continue to be 
thinking that the terms of reference were defective, had it 
not been for the interpretation which the President of the 
Commission gave that the interests concerned did not refer . 
to Lancashire, but they referred to Indian interests. 

197B>. Q. I think that I am right in saying that you 
often appear in the press as a critic. 

A. No. 

19711. Q. fn speeches as well as in writing you have 
criticised Government’s policy ? 

A, I used to do three or four years ago. I don’t find as 
mnch time as I used to. 

197 i ’2. Q. You never publicly criticised the terms of 
reference after the 1st of March. 

A. Under my signature I have not criticised this or 
anything else. 

10713. Q. You are very strong in your condemnation 
of the policy of excise duty adopted by the Government. 

A. Yes. 

19714. Q. I take it that what you condemn is the counter- 
vailing excise duty. Is not that so P 
A, Yes. 

1973.5. Q. Would you for revenue purposes advocate an 
excise duty if there was a fair margin between the excise 
duty and the import duty just as there is at present. 

A. I would condemn the excise duty in any case as a 
form of taxing the textile industry. If the Government 
wanted to take money from the textile industry let them 
tax the net profits. In the case of the excise duty, they 
would tax the industry in years of profit as well as loss ; 
under this system, Government would tax good firms as 
well as new concerns which may be started. 

19716. 0,. You object to it on principle. 

A. As a very wasteful and objectionable principle of tax 
on the textile industry. 

19717. Q. In paragraph of your written statement, you 
refer to the handloom industry. I cannot get clearly^ what 
really your views are as to the encouragement to be given to 
the handloom industry. . Would ycai mind elaborating 
them ? 

A. When I refer to the co-operative credit societies, I 
think that if the policy of railway rates were properly 
revised, there would be numerous textile concerns springing 
up inland. When once these concerns spring up inland, I 
think they would he competing with the handloom industry 
to the disadvantage of the latter industry. If therefore we 
expect that the textile industry of the factory ty^je will go 
On advancing very rapidly as I do expect, the handloom 
industiy is bound to be affected to a certain extent. If it 
is so affected and if the Government on public grounds 
decide that it is not wise to have such a large mass of 
industrial population suddenly affected by a fierce competi- 
tion of the factory type, then I think that they should be 
encouraged witb advances through the co-operative credit 
societies for raw materials, facilities for the selling of the 
staff and in various other ways, so as to minimise the 
distress during the period of transition.’^ 

19719. Q, But ultimately you think that the extinction 
of ^ the handloom industry is inevitable. 

A. I should not use the word extinction. Handloomg are 
working in the United Kingdom for silk things, and special 
kinds of cloth. In our country also there will he this 
industry for special kinds of cloth. It would therefore be a 
gradual transfer to the better and better type of work, for 
example gold threads. I don’t expect its extinction at any 
time, 

19719. Q. As a subsidiary activity for the villagers, you 
would always retain it, would not you ? 

A, I should certainly encom*age it. It is very good for 
the villagers to make their own cloths if they can. 

19720. You advocate, what I am afraid, no other 
witness has advocated a policy of high tariffs to the extent 
of 100 per cent. 

A. Yes. 

19721. Q. I have followed your answers to the President 
and to Sir Manakjee Dadabhoy and I want to ask you a few 
questions. You ask this Commission to recommend a 
100 jer cent, duty on certain articles which you have 
mentioned. Take it for a moment that the Commission 
makes that recommendation, what would be the immediate 
effect on the prices ? 

A. Let us take an example. I have suggested 100 per 
cent, duty on motor cars. 

19722.^ Q. Take this case of cotton goods. 

A. It is a specific case. If the Commission recommend a 
lOlp per cent, duty -on cotton goods, the stocks accumulated 
in this country would be used up in the course of a year* or 
two, that is what my piece-goods friends tell me, during 
which time all the existing textile factories would tiy and 
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work overtime and the projected concerns whiok are going 
slowlj would be started quicker. It would also give a 
certain amount of fillig to the handloom industry as^ the 
people would go from the use of finer cloth to the use of 
coarser cloth and if they go to the use. of the coarser cloth, I 
think that the existing mills could supply. At present the 
capacity of the existing mills to produce more cloth is very 
much under-estimated. 

19723. Q. I do not think you have followed my question. 
What would be the immediate effect of this heavy duty on 
the consumer ? Will it not affect the consximer consider- 
ably ? 

A* I think the prices would be steady, 

19724 Q. You are not advocating a small duty, but a 
heavy duty. Would it not have a considerable effect on the 
consumer ? 

A. It will not have a considerable effect on 90 per cent, 
of the population in this country. 

19726. Q. Y ou advocate a 100 per cent, duty on cotton 
goods and a heavy duty on machinery. ' 

A. !N'ot a heavy import duty, but still please proceed, 

19726. Q. A fairly heavy duty. All this means that the 
cost of production will go up in this country. Will it not 
affect the consumer ? 

A* Ti<e consumer will either have to economise in the 
use of cloth ^ or will have to use slightly inf erior quality to 
what he is using or he will have to pay slightly more if he 
uses the same cloth as he is using, not a 10^‘ per cent. more. 

19727, Q. It is not in your experience, that in India so 
far as the masses are concerned, they economise a little too 
much ? 

A, Well, I take it, but I can still conceive that if the 
industrial policy of the Government continued as it is they 
anight have to go absolutely without. 

19728. ManaTcQee JDadahhoy Absolutely 

naked : 

A* I can conceive of that situation. 

19729. Mr J tmnadas Dn'Ctrkadas^^Q,. I do not support 
the Government policy for a moment, but there can be 
extremes on both sides. If the present policy would enforce 
nakedness on the people, I think the policy which you 
advocate would also probably enforce nakedness on them. 

A, I do not think so, I think the policy I advocate would 
increase their earning capacity and their power of spending. 
What I' am advocating is calculated to give the greatest 
- benefit to the working classes of this country.^ 

1973 Q. Well, diudng the war, Indian industries got 
automatic protection ? 

A^ Yes. 

19731, Q. At that time, the prices went up considerably ? 

A. Yes. 

19732. Q. Do you think that during the war wages 
increased proportionately to the increase in prices ? 

A, Wages did not rise in proportion to the increase in 
prices because during the war the increase in prices was 
altogether adventitious from outside circumstances. ' But 
the increase of prices that would come in on account of a 
consistent policy of the Government would bring ws^os 
with it. Wages went up during the war without creating 
increased demand for labour. 

197 SB. Q. There was no increased demand for labour ? 

A^ The demand for labour was not a consistent demand. 
It was in a uew direction for war labour and for work 
abroad, 

19734. Q. You still hold that the wage-earner would not 
suffer at all by imposing heavy duties on necessaries of 
life ? . 

A, The imposition of a 100 per cent, duty on textiles 
imported into this country would not, in my opinion, 

, inflict, a very heavy burden on the consumer, that is to say 
on 90 per cent, of the population. 

' “ 19735. Q. That is the labourers ? 

A. Yes. 

19736. Q. What about the middle classes ? 

A* The middle classes would not he affected, because 
then it would he fa'^hionable to . wear coarser cloth, and if 
they wore coarser cloth they would he much better. 

19737. Q, You say they would he compelled to lower 
their standard of cloliing ? 

-4/1 They would get higher wages, as they would be 
required in offices, etc. 

19738. Q. Mr. Subedar, we have lived in Bombay and we 
have mssed through, all kinds of times during the war. 
Proh^ly ihe wage-earner got some increase ^ in his wages. 
Bnt do you think that the exti’aordinary time that the 
industries had during the war had any favourable effect on 
the middle classes P On the contraiy, is it not our experience 
that prices w'ent up, rents went up and yet there was not 
any appreciable increase in their salaries ? ^ 


A* I think the middle classes got on very well dunng 
the war so far as the field of employment is concerned. So 
many of them rose to positions which they are unable to 
maintain. I have seen hundreds of applications from 
persons who got a little advanced position in life during the 
war, hut are unable to get similar positions now. 

19739, Q. In my opinion you are taking exceptions as the 
imle. 

A. I think there is no cause for apprehension, as is 
generally believed, so far as the consumers are concerned. 

19740. Q. In one of your answers to the President you 
said that you would have a duty on machinery and that you 
would give the money thus got to the industry. But 
in answer to Sir Manakjee Dadahhoy, I think you said 
that you would give the money for the purpose of building 
houses for the labourers. I thought your object in taxing 
a particular industry was to establish that particular 
industry in India. 

A. To establish the machinery making industry in 
India. 

19741. Q. But how can you use it both ways ? 

A. I have submitted in my answers that 100 per cent, 
subsidy should he given on the production of each machine. 

19742. Q. You advocate a policy of protection, if I may 
say so, without any discrimination. 

A I should not think so. I think you are doing a little 
injustice. 

19743. Q. You are suggesting 40 per cent, duty on semi- 
finished articles P 

A» Yes, 40 per cent, on semi-finished articles and 100 
per cent, on finished articles. 

19744. Q. But before giving protection to any industry 
would you not ascertain as a practical man of business 
whether it is possible to develop or to establish that 
particular industry in a short time in India ? 

A, I think very many industries could be established in 
India in a short time, Le,, 2, 3 or 6 years according to the 
kind of industry. In fact I have split up the tariff 
deliberately for that reason. Any prime stuff that comes' 
into India should be charged lower rates and the finished 
articles higher rates. I have suggested 40 per cent, and 100 i 
per cent. If you take motor cars if you charge 100 per cent, 
on assembled cars and 40 per cent, on parts, I think two or 
three firms would be established here for assembling the 
parts imported 

19745. Q. Please leave out motor cars which I consider 
is an item of luxury. 

A* If you won’t' take motor cars, I would take sewing 
machines I would put larger duty on the sewing machines, 
but on the parts I would charge lower duty, so that any 
enterpiising man could assemble the parts liere and sell 
the machine here. 

19746. Q. Before putting a heavy duty on any definite 
article, would you not consider whether there is any prospect 
in this country for establishing that particular industry or 
not. If you would not, I think I would he justified in 
calling your policy indiscriminate protection. 

A, if it is an article of luxury I would put a heavy duty, 
in order to divert the spending resources of the community 
in directions which would feed the Indian industries. 

19747. Q. Leave aside articles of luxuiy. You have not 
left out from your duties even articles which are called 
necessaries. Don’t you think that if we followed the policy 
which you recommend it would immediately bring about a 
state ot enormous poverty from which it would be difficult to 
get out for years to come ? 

A, Did the war on account of raising prices bring about 
enormous poverty? 

19748. Q. Yes. It gave money to a few, but the poor 
did feel the poverty. 

A, To my mind the people of this country^ have p^d 
increased prices- for various reasons, such as increase in 
tariff, the rise of wages in the producing countries and 
increase in freight, Now, I say the; 5 r . shotdd pay these 
increased prices for the sake of establishing industries in 
this country. 

19749. Q. Mr. fuhedar, we had befom us witnesses 
Sir Yitbaldas Tbackersay, Mr. J. A. Wadia, and Mr. 
Manmohandas Eamji. You know they are all experienced 
men so far as the textile industry is concerned, and they 
are also very keen on seeing the industrial development of 
this countiy. They did not advocate the amount of protec- 
tion which you advocate for their own industry. They 
thought that it would have ah adverse effect not only on 
the prices and on the consumer, hut also on the industries 
concerned. . ’ . . 

A, I have great regard for those individuals you have^ 
mentioned, hut with all that I entertain a, 
opinion. 
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19750. Q, You suggest an import duty o£ 100 per cent, 
on cement. You are not interested in the manufacture of 
cement ? 

X No ; I am not. 

19751. Q. You know that before the war there were no 
cement factories in the countiy 

A, There were two. 

19752. Q. My impression was that before the war there 
was no cement industiy in India. Anyhow, before the war 
we were importing most of our cement from abroad, but 
now you have a number of factories sufficient to provide all 
the cement we want, and you will be justified in asking for 
protection to a certain extent in that case. We had witness- 
es from cement factories, and while they ask for protection 
to some extent they do not ask protection to the extent to 
which you go ? , 

A, lam asking 100 per cent, protection for cement in 
order to prevent foreign cement coming here altogether, 
because I think that the cement industry haseometoa 
stage when they will be producing enough to meet our 
requirements in this country, and I think we should 
develop it still further in order to export if necessaiy. 

19763. Q. WhateiEect would that have on the price of 
cement in this country ? 

A, Prices ai*e not bound to go up to the extent of the 
100 per cent. duty. If they go up it may be tbe result of 
any working agreement between tbe producers of cement, 
an^ if they have any such agreement, tben^ it is for the 
Government to check it. If there is competitive production 
in this country prices are not hound to go up. 

19754. Q. 'What is your view with regard to the estahlish- 
ment of foreign firms, which is bound to come about if a 
policy of protection is adopted ? You say that you would 
make it a condition that 50 per cent, of the capital should he 
subscribed in India. 

A. 1 am suggesting that as one of the conditions. 

19765. Q. Would you or would you not welcome the 
establishment of foreign firms imlndia ? 

A* I think if this countiy wants to make a very rapid 
advance, it is possible that we may want the assistance of 
foreign capital in this countiy, and I am not averse to the 
establishment of a foreign factory here because considering 
the present condition under which a factory works abroad 
^ and sends down the stuff to be marketed here I would 
rather have a factory worked here and the products sold 
here. In the present condition of India, the merchants 
abroad, from every countiy in the world, can produce 
anything they like and send it here. Rather than allow 
that, I would sooner have a factoiy working in India, 
for if it is working in India it is to a certain extent under 
the control of the Government of this countiy in so far as 
the Pacton’es Act and various other Acts are concerned, and 
. they would also be paying revenue to the State from their 
profits. Ther would also give employment to our labour. 
All this would be to our good. 

19766. Q. With regard to the permanent organisation, you 
suggest that we should lave a ‘ board consisting of three, 
two non-officials and one official. Would you not have 
representatives from all provinces and from various indus- 
tries F 

A, That would be much too large and unworkable a 
board. I think this hoard would have the -power of inviting 
at any time they like representatives of various industries or 
representatives from provinces, and could tour round the 
counkty and confer with provincial Governments. 

19757. Q. This Board will be in an advisory capacity 
to the Legislative Assembly ? 

X This Board would he an executive hoard whose 
recommendations would ordinarily go through unless vetoed 
by the Assembly. 

,1976^ Q. Would you not rather prefer that all the reoom- 
* mendations made by the Board should be investigated and 
submitted to the Assembly before they are canied into 
effect? . _ 

A, I would not object to their being laid on tbe table. 
The Legislative As^^embly may be so busy that they cannot 
go into every detail, so that unless the proposals are vetoed 
they should ordinarily go through. 

39769. Mr. B. A. Mant :-Q. Mr. Subedar, you have 
taken advantage of this enquiry to make certain insinuations 
against the honesty of the Government. I do not propose 
to go into those charges, partly because they appear to be 
largely irrelevant and. partly because I think tbe reputation 
of the Government ie' sufficiently strong -to stand up against 
your charges. But I do think it advisablG to ask you to 
^te clearly wlmt you mean in one* or two oases whei*e 
, jOur tx&eHnlng is a Httle ambiguous^ In the first place ^ you 
professions of the British Government in the 
csf encouraging Indian industries have been disingenu- 


ous.” Would you tell me what you mean by the word . 
“ disingenuous ”? 

A. There have heeii various remarks throughout this 
evidence criticising the policy of the Government in the 
past and their attitude generally towards the Indian 
industries. I have been contrasting the i^olicv of the 
British Government in I ndia with the policy of' national 
Governments in other countries. 

19760. Q. I only want to know the meaning of the word 
“disingenuous.” I have not asked you to justify the 
remark. 

A. I mean by the word “ disingenuous ” that the profes- 
sions which have been made from time to time have not 
fructified, that we have been disappointed, that the Govern- 
ment have failed to carry out their professions. 

19761. Q. You only mean that they have not fructified ? 

A, Well, that is the most euphemistic and polite way in 
which I could put it. 

19762. Q. I do not want your euphemistic and polite 
way. I want you to say what you honestly mean. 

A. Honestly I mean that the Government have been 
either too busy or they have been too disinclined to take tbe 
question of the establishment of industries, ^ and whatever 
professions they have made from time to time in the past 
they have failed to carry out. 

19763. 0,.“ You mean by the word “ disingenuous ” that 
they have failed to carry out their promises ? 

A. I will give them the benefit of the doubt. 

39764. Q. They won't thank you for that, but they would 
rather thank you for saying what you honestly think. 

A. If you like I would say it. Very well, the Govern- 
ment have made those professions as politicians to meet the 
exigencies ^ of the case just to placate public opinion for the 
moment without intending to cany them out as efficiently 
as they should have been canied out. 

19765. Q. You mean they were dishonest ? 

A* If you like to use that word, 

19766. ft. That is what I understand you to mean. Then 
you say-; ‘‘They have deliberately settled a policy of 
railway rates which any tyro could see was calculated to 
allow of minimum development,” Bo you mean that they 
intended to allow the minimum development of Industries ? 

A. I take it that an administration of such strength and 
such equipment would not have fixed the railway rated 
without having considered their effect in all directions, and 
if they considered the effect in all directions, I certainly 
think that they must have realised the effect on the develop- 
ment of industries in India. They should have seen that 
the effect was not likely to encourage industries but was 

f oing to very considerably set back our progress. If they 
new this and they still fixed tbe rates as they have, that is 
what I think a national Govemment would not hasre done. 

19767. Q. Then you mean that they intended to retard 
the development of industries by means of these railway 
rates ? 

A, I^ mean that they regarded the development of 
industries in this countiy as an object very much 
subordinate and very much less important. 

19768. Q. I want to get the meaning of ,the word 
“deliberately.” ])oyou mean that they intended to retard tlie 
development of industiios by means of these railway rates P 
I am asking for a clear statement of your charge, instead of 
insinuations. 

A, My charge is that the Government did not regard the 
development^ of industries as a very impoiiant object in 
fixing the railway rates, and they have got the railway rates 
fixed from time to time in such a way as to hamper indufstry 
rather than to encourage it. 

19769. Q. Bid they intend to use it so P 
A, I do not say that they delibeiately sat down and 
tliought out in what way they could put industries 
hack, hut when they fixed the rates and revised them they 
must have regarded the development of industries as a 
subordinate object. 

^ 19770. Q. You won't answer my question, whether they 
intended to produce this result or not. You keep on preva- 
ricating ? 

(Witness to the President Mr. Chairman, I should 
certainly say that the woi-d “ prevaricating ” is too strong 
a word to use towards a witness. I have been tryiw to 
explain what has been my most unfortunate duty to recofi 
I say tlie fixation of railway rates has been one of the 
reasons for the backwardness of our industries. The* 
Goverijment must have known it when they fixed it, and if 
they did know it and if they did not remedy it, we must 
regard it as an act on their pait to deliberately keepi^m^ 
the growth of industries.) • ' v-- * ■ ' 

19771. Q. Then you say that they ddiberatel^tifei W 
keep back tbe gi^wth^of industries in India f , . , . . 
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A, (No answer)* 

19772. Q, Then again you say : The professions in the 
matter of purchases of stores fi’om Indian manufactured 
goods appear to have been made merely to satisfy public 
opinion and evidently without any genuine intention of 
carrying them out.*’ '! here your charge of dishonesty is clear. 
I take it you mean ^at the Government deliberately issued 
orders which they did not intend to carry out. Is that your 
meaning ? 

A, I mean it in the same sense in which politicians all 
over the world, when they are pressed too hard, make a 
declaration and then do not put their declaration into effect. 
The Government of India have done the same in the case of 
purchase of stores. 

19773. Q. You were complaining about the use of the 
word prevaricating.” If you prefer the politician’s term 
it is terminological inexactitude. I only want your state- 
ment in clear terms. 

A, I certainly think the Government have failed to cany 
out their professions in the matter of the purchase of 
stores. 

19774. Q. You mean to say that when these pronounce- 
ments were made and .... 

A* And in making these pronouncements they hedged 
these matters with rules which indicate that their original 
intention is that the pronouncement is not supposed to be 
carried out. I will illustrate my meaning unless the 
Commission thinks that I am taking too much of thei» 
time, by going into the question of the store lules that were 
framed . .. 

19775. Q. We don’t need an illustration. I merely wanted 
a statement of your meaning. You say the Industrial Com- 
mission was not allowed to lay down definite lines as to the 
policy of stores purchase of this country. What do you 
mean by that statement ? 

A. The Industrial Commission said that the purchase of 
stores in this country is a question which should be 
examined by a separate committee, which committee was 
subsequently appointed. 

19776. Q. You say that the Industrial Commission was 
not allowed to lay down a definite line of recommendations in 
the matter of purchase of stores. What do you mean by 
* they were not allowed * ? 

: A^ I mean that the demand of the Indian public that the 
Government should adopt a very much more liberal and 
definitely national step of purchasing stores in this country, 
that demand w^s set aside by the Industrial Commission. 

19777. Q. You say the Commi-^sion was not allowed. 
Do you mean that the Government prohibited them from 
.doing that ? Who did not allow the Comnussion ? 

A* The. Government appointed the Commission, they had 
their own representatives ; I. thinlc four' of the members 
were Government officials and I think the Industrial 
Commission went to such limits as they considered practic- 
able and as they thought would meet with the approval of 
the .Government generally. 

19778. Q. You have made a statement that the Commis- 
sion were not allowed to take up this question. I am only 
seeking J:o , get ^e meaning of your statement that ‘they 
were mot allowed/., Somebody must have forbidden them. 

A, I do not mean that the Governor General in Council 
set down and framed the recommendations and sent them 
found to the Commission, I don’t mean all that. I do mean 
that the recommendations of the Industrial Commission on 
stores purchase prevented the topic being considered straight 
away, which resulted in the appointment of a subsequent 
commission. The formation of that Committee, the manner 
in which it has retarded the action of .the Government 
subsequently, all these indicate that the Government were 
not anxious that the stores purchase question should be 
solved to satisfy Indian opinion. That ^ they were not 
anxious was probably known to the Commission and I take 
it that the Commission to that extent correlated to the 
knowh wishes of the Government, I say the Commission 
consisted of a majority of Englishmen and there was a 
considerable official element in it. 

19779. Sir Manahjee Dadhab’hoy ; — Your statement is 
hardly complimentary to that Commission. You attacked 
tMs Commission this morning andmow you are making a 
statement against that Commission when it is not here to 
defend itself. 

X I baye. considerably modified and practically with- 
drawn my 'Criticism after' the explanation given by the 
Ghainnan of this Commission. So far as the Industrial 
Commission is concerned I am not attacking the members. 
Those gentlemen have done very good work. I only say 
that in the purchase question I wish they had gone a little 
further, and decided the question then and there, instead of 
which they recommended a committee, - * , 


19780. 3Ir, Mant : — I take it that you modify yotir 
statement that they were not allowed in the sense that the 
Government ordered them not to. 

A* I certainly do not mean that. 

19781. Q. It is very hard to get at what you do mean. 

A, (No answer). 

19782. Q. Well, as I said before I do not propose to take 
up the time of the ommission by going into the details of 
those charges against Government, lurning now to your 
geneial proposals, in dealing with your proposals for import 
duties it has been brought out by the President, Sir 
Manekjee Badhabhoy and Mr. Jamnadas Bwarkadas that' 
the effects will be an increase in the cost of commodities 
here. And I understood you to say that there will be no 
great harm in that for the consumer could economise and 
go without some of the articles imported. Well, we have 
heard a good deal of the poverty of the Indian consumers. 

I do not want to pursue that. I want to ascertain your 
views as to its effect on one very large class of consumers 
who are also producers, namely the agriculturists. I take 
it that your system of heavy import duties would increase 
the cost of anything that the agricultui*ist has to purchase. 
You also propose, I understand, export duties on all agri- 
cultural products which would tend to reduce the income 
of the agriciiltui-ist. Won’t your system hit the agi’i- 
culturist very hard ? 

A. I have not suggested very heavy export duties any- 
where. What I have suggested is absolutely what I call 
pirime agricultural stuff such as oil seeds. I will say 
straight away that when I say prime agricultural products 
I mean those on which after it leaves the fields a certain 
amount of labour has been devoted. 

19783. Q. A certain amount of labour has been devoted 
after it has left the field ? 

19784. Q. You mean by the word ‘Prime’, manufactured 
products ? 

A» I mean the product as it leaves the field. 

19785. Q. *As far as possible export duties should be 
levied on absolutely raw stuff.’ 

A. By that I mean paddy with reference to rice. 

1978o. Quite so. I ask yoti, won’t this combined 
system of heavy import duties with export duties on raw 
products hit the agriculturist population very hard P 

A. I am inclined to think that if the measures are 
carried out as suggested here there would be a considerable 
amount of demand for labour created which demand would 
be met by taking' away the agriculturist from very crowd^ 
agricultural areas where they are working at present on very 
small and uneconomic holdings. It would also raise the 
wages of a very large class of landless labourers. If a 
few more rice mills were put up in this country for dealing 
with paddy, a local marivet would be created and there 
would be better returns for the agricultuiists. Vhe w^es 
would also improve, and as I suggested the power of 
sustaining would also increase. 

19787. Q. You do not mean that high wages necessarily 
follow on high prices. 

An No. I he demand for labour means demand for 
higher wages. 

19788. Q. You know the economic theory that a rise in 
wages depends upon the efficiency of labour ? 

An If there is a demand for labour, if there is an increase 
in the demand for labour, the wages are bound to go up, and 
I say that by the various measixres involved in this scheme 
there would be a considerable demand for labour which 
would raise wages. 

19789. Q. I do not want to go into this question because 
I was not considering the case of agricultural labour. I 
asked you how your system would affect the agricultural 
producer. 

An So far as the producer is concerned he will have the 
advantage of the creation of a local market for his product. 
There will be a competition between the miHowner and. 
the exporter, and the agricultaist will get a very good 
price on account of this competition and his conditions 
would to that extent be improved. 

19790. Q. Bo you tell me that if you stop export of 
paddy ihe price of paddy would be raised ? 

An I do not stop the expori, I only suggest 5 per cent, 
export duty. If you put 5 per cent, export duty, to that 
extent the local people who are grinding rice in the mills 
would have an advantage and they would be extending 
their works and to that extent the agriculturist would find 
a better market for his produce in India. He would not ^ 
be affected by the 5 per cent, -export duty. ^ 

1979k Q. You maintain that the reducing of 
would increase the internal price f 
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-4. reducing exports but improvement in the or- 
ganisation of the present method of sale of agricultural 
products. 

19792. Q, Is it not the object of your export duty to 
reduce; exports ? 

A, The object of an export duty is to reduce the expoii: 
of prime stufe. 

197i:)3. Q. Would reducing export raise the internal price 
of the agricultural product P 

A, The product would not go outside but would go to 
the local market. 

19794}. Q. I do not think I need trouble you further on 
your general proposals. I will only ask you about the 
industiy in which you are personally interested, namely the 
rubber industry. Is there a large production ^of rubber at 
present in India ?' 

A, Yes, there is a very large production. The export of 
our rubber last year was two crores. 

19795. Q. Where is it mainly produced? 

It is produced in Hhavnagar, Assam and Burma. 
19796, Q. Can you tell me whether there is any difficulty 
in the matter of climate in manufacturing rubber ? 

A* There was a general impression that climate would 
cause difficulties. About fora* years ago I took uj» the 
investigation of this industry during my last two trips to 
Eui-ope and I got advice from Dr. Stevens who is the 
leading English Chemist and Dr. Mackwell a leading 
German Chemist. I also found that in Buenos Ayres, in 
Cairo, in South Africa and various other places, Ceylon and 
Singapore where mbber manufacture is proceeding there 
has been no difficulty on the question of climate. 

19797 Q. Is the climate in India suitable P 
A, The climate in India will not cause any difficulty. 
19798* Sir Manahjee JDadkahho ^: — Apart from the 
places you have mentioned, can you grow rubber in any part 
of India? 

A- I have not investigated the problem of growing 
rubber. So I cannot tell first hand about the manufacture. 
19799. Mr. Mant. You do not anticipate any difficulty P 
A. No. 

19800, Q. Have you proved it by actul trial P Is your 
concern turning out manufactures P 
A. No, it wiil be turning out next month. 

, 19801. Q, You liave not yet proved it by actual experi- 

ment? 

A. No. 

19802. Mr. Blrlai — Mr. Subedar, I understand you are 
trying to put before the Commission what you honestly 
believe to be in the best interests of the country. But what 
I feel is this, that in your enthusiasm perhaps you had gone 
a little out of the way what we may cdl to extremes, and 
therefore I would be very much obliged if you can satisfy 
me on some of the points. You advocate protection and 
very heavy tariffs ? 

A. Yes on certain items. 

19803. Q. You advocate on piece goods an import duty of 
100 per cent. 

A. On piece goods yes. 

19804 Q. Don't you think it is rather prohibitive ? It 
will perhaps totally stop imports. 

A. No, I do not think it will stop import of piece goods 
from foreign countides totally, bxit I certainly think it 
would give tremendous encouragement to the local textile 
‘ industry, and in the matter of prices this country has 
borne an increase of price from 2 As. a yard to IJ As, a yard 
something like 660 per cent. Now that the pnces are 
falling a taxation of this kind will not lead to very high 
increase.^ I think this period is an excellent opportunity 
for the imposition of this duty so as to rehabilitate the 
l^sition here at home, 

1980^ ■Q; Do you think as a practical business man that 
the foreigners will be able to sell their goods after paying 
100 per cent, duly? Do you think that they will be 
able to compete with Indian manufacturers and sell their* 
manufactures in this country after paying 100 per cent,? 

A. I hope they will not be able to compete with the 
mills of this countiy. If they did, I would suggest * a 
further taxation so as to meet their competition. 

19806. Q. That means more or less total prohibition. Do 
you want that ?. 

A.^ I don’t want total prohibition. If I wanted total 
prohibition I should have sard so. By this 100 per cent, 
the prices will be increased. On account of the ruse in 
prices seme people who are at present tising finer qualities 
of cbth would be induced to buy inferior quality of cloth, 
+tlkt is cloth of lower counts whion are capable of being 
produced locally in the countiy. 

198W. Q. You tj^k that there will be a rise, in prices in 
. , this uohnky that will encourage the capitalists to come 


forward and establish new industries for lu’oduoing.fiu^r* 
counts ? 

A. Yes. ^ . 

19808. Q,. If such industries are established in this 
country under the 100 per cent, tariff, don’t you think they 
will not sell theirigoods at cheaper rates than the imports 
from foreign countries ? 

A, I think they would. 

19809. Q. Then how do you think Ihat in spite of the 
100 per cent, duty the foreigner will be able to sell his 
products in this country ? 

A. New factories will be started which would be able to 
produce fine counts, 'fill these factories grow up to their 
full capacity of production, let us say 2, 3 or 5 years, the 
foreigner will be able to sell his cloth if those factories do 
not supply 'the whole demand. But when we reach the 
stage when the Indian factories supply the whole demand 
then the foreigner will not be able to sell if there is a 
100 per cent. duty. 

19H10. Q. Your ambition is that eventually you should 
get rid of this foreign import. Is not that your ambition ? 

A, I think that this is a poor country and we should use 
what can be produced locally. 

19811. Q. Supposing for five years there were no imports 
from foreign countries don’t you think it will affect veiy 
largely the revenue of the Government ? 

A. The Government revenue would then be made up,^ if 
and when we come to that position when we are nqt^ taking 
one single article from abroad, I think that position can 
only be reached when the industiy of this country extends 
to such an extent that it is self-reliant. Then the Govern- 
ment can raise revenue by direct taxation or by any other 
form that may be advisable. 

19812. Q. Do you think it is possible ? 

A. Yes. 

19813, Q. Then what you want is that the industries 
should he protected by heavy import duties, by heavy export 
duties and by subsidies. If you want to prohibit totally- 
foreign imports, the Government revenue will suffer and I 
do not understand how^ Governmen* will be able to give any 
subsidy at all to those industries which deserve such assis- 
tance. That is my fear. 

A. If you ask me as a question of public finance, what 
are the other sources from which Government may raise 
revenue. . , 

19814 Q. Because you yourself have said that such 
revenues should be earmarked for giving subsidies to other 
industries. 

A. When I suggested revenues, I referred to duty on 
machinery. There are certain objections to a duty on 
machinery and therefore I said a very moderate duty, say 
about 10 per cent, may be taken from machinery. After 
all 10 per cent, machinery duty is not very much consider- 
ing the very large fluctuations in the prices of machinery 
ranging froni l» 0 to 3o0 per cent. A moderate duty of 
10 per cent, will not do any harm except perhaps it will 
give encouragement to the engineering works which will 
try to produce the machinery here. 

19>^15. Q. Do you think such a complicated schema as 
you put forward before the Commission will be practicable P 

A. 1 think it is no more complicated than the schemes 
which have been worked out in other cnuntries. 

19816. Q. Then it has been suggested to us thst if 
industriesiare bolstereci up in this way at the cost of the 
consumers perhaps it will bring about an industrial crisis 
eventuallyiand will defeat its own end. Don’t you think 
there is a good deal of force in that argument ? 

A. When you say industrial crisis do you mean labour 
or financial crisis P 

19817. Q. The capitalists will begi to produce much 
more goods than can be consumed b^ the countiy, then 
naturally they will have to cut down their prices to such an 
extent that there is bound to be some crisis. 

. A. That contingency, I d ^ not think is likely to be 
reached within the next few years. If such a stage is 
reached then there will be organisations growing up which 
will cope with it. 

19818. Q. I will take the jute industiy, Dui'ing the 
war time the, price of jute cloth and jute bags rose nearly 
to 300 and 400 per cent, and the result was Ihat there 
was a grea expansion in the jute industiy. They began to 
produce in such large quantities that the world is not now 
able^to consume all their production and the result is that 
the jute mills have to work only four days in the week. 
Don’t yoii expect the same crisis in other industiies if we 
are to build up our industries under such heavy protective/ 
walls P ^ r 

'A. I do not anticipate the same difficulties’ because the ’ 
industries, under these, conditions largely „ cater for the*- 



Indian markets and there is not likely to he over pro- 
duction, 

19819. Q. You should not forget that tbe jute industry 
is'a monopoly of Pengal. 

A, The production of raw material is the monopoly and 
not the finished product. 

19820. Q, ITow I find that you condemn excise duty on 
principle ? 

A, Yes. 

19821. Q, And you would like it to he removed as soon 
as possible. 

A. Yes. 

19822, Q. It has been suggested that in the interest of 
the handloom industry it should he maintained. What is 
your view about it P 

A. I do not think excise duty offers any protection to 
the handloom industry. Theoretically it goes without saying 
that anything which impedes the sale of factoiy products 
helps the handloom industry. 

19823. Q. You think there is no serious competition 
between handloom industry and the mill industry ? 

A, I think the field is very much restricted and that the 
34 per cent, gives hardly any protection. If the Govern- 
ment wanted to protect the handloom industry I say it 
should be by giving special facilities to handloom weavers 
to get hold ot their yarn, to sell their articles without the 
interference of middlemen and so on. That would protect 
the handloom weaver much better than the 34 per cent, 
excise. Further I object to excise duty because I regard it 
as a bad method of taxation as I have explained this 
morning, I think it bears much more heavily on the 
mills that are started now -than on those which have been 
established in old days. 

19824. Q. Then to support the^^handloom industry would 
you like to get the import of yarn free of duty ? 

Am I should not like to deal with the import of yarn as 
a whole, I should split it up in the counts according to 
the extent to which the Indian mills can produce. I should 
like the lower counts to be taxed much more than the 
higher counts. 

19825. Q. You won’t like yarn to be imported free P 
' Am I don’t think the import of yarn should be free. 

♦ * Mr. Birla. 

' 19826. Q. I understood from your answer to Mr. Jamnadas 
that you have qualified your answer so far as the taxation 
of machinery was concerned. 

A, Provided that a '100 per cent, subsidy on every 
machine^ produced in this country was given to the 
engineering firms by the Government. 

19827, Q. Don't you think that will be complicated P 

A. I think the administrative machinery is always 
complicated, but I think in the interests of the industiy it 
might be done, 

19828. Q. There might be corruption* Everybody will 
approach Government to get the subsidy in one way or other. 
It is quite a pleasant thing to get subsidies, but it will be a 
very diflScult thing for Government to adjust the claims of ■ 
the several cases. 

A. In doing a good thing I . should not be deterred by 
the dlfficuHy of Government. I think an efficient Govern- 
ment would always find means of minimising the difficulty. 

19829. Q. With "reference to Question No. 14 you say 
.<‘The discrimination as to on v^hich industry this country 
can economically concentrate on account of low differential 
costs can only be taken after ten years of sustained effoii 
by a commission appointed by a’ national Indian Government 
and not a mixed commission like tbe. present one sitting 
^S 033 bdgL**tbe present unfavourable circumstances.” I would 
*,^^h 0 .kiiow what you really mean by this. 
.^-^^.IWiiffiiregard to the first part of that sentence, I think 
Eving iu somewhat abnormal times, and the 
abnormal conditions may Jbe increased if very energetic 
iareasures are tal?:en for tbe development of industries. The 
^nditbns in the whole world are more or less abnormal, and 
^sitting to-day it would be difficult to estimate as to on 
which industiy we can economically concentrate on account 
*of low differential costs. Therefore I think that a decision 
can not he taken now, and that it should he defeiTed for 10 
years. Having been deferred for 10 years I think it could 
-be considered under more favourable conditions, because 
conditions will be normal, and under more favourable poli- 
tical circumstances as welL I have said this because this 
Commission could not take into account the political issues. 
But I think a national^ Commission sitting after 10 years 
to consider on national lines would be sitting under much 
jnoi'e favourable conditions. 


19830,^ Q. What do you mean by.saying a mixed Com- 
mission like the present one P 

A, If you like to press me on the point, I mean a Com- 
mission of Englishmen and Indians, 

19831. Q. You mean a Commission sitting after 10 years 
would consist entirely of Indians ? What discrimination 
would you make between this Commission and the future 
Commission ? 

A. It is very difficult to enter into the womb of the 
future. I expect the political conditions to he materially 
different after 10 years. 

19832. Q. In your answer to question 18 you deal with 
the question of foreign capital. It appears to me that you 
object to ioreign capital coming into this country without 
any restriction. Will you kindly let me know if in any 
country there are definite laws against foreigners establish-- 
ing industries ? 

A. The situation is not the same in other countries as it 
is in India, In every country an industrial concern, when 
it is established, is subject to the^ ordinaiy laws of that 
country : the Factory Act, which involves inspection 
the Boiler Act, all laws governing the working of labour 
and working at night. It is also subject, if it is a joint 
stock company, to the laws by which the accounts have to 
be put in proper form to be registered. It is also subject 
to tbe laws of tbe country in the matter of taxation* The 
concern bears all the ordinary taxation. All these laws 
ordinarily should suffice, but I see that in India we may 
have to pass a special law still further to stop any unfair 
attack on the resources of the country by outsiders. It is 
wrong to say that I do not want foreign capital. I think 
foreign capital will come to this country. I think with such 
restrictions as I have suggested this country instead of 
being a very favourable trading market as it is now regarded, 
will be regarded as a very favourable industrial field, and 
the foreigners will come ^ here, I think. If they come, I 
should certainly have their interests properly safeguarded. 

I should assure to them scrupulous justice about future 
prospects, in fact in every respect. What I have written 
here should not be regarded as meaning that I am hostile 
to their entry in this country, I simply suggest certain 
restrictions, and I think that apart from the ordinary laws 
of the country it may be necessary to keep a distinct 
register of these concerns, to see that^they do not do any- 
thing that may not be in the national interest or do any 
permanent harm to'JIthis country for their own small 
immediate advantage. 

19833. Q. That is, you would like to have some legisla-* 
tion P 

A. If it is considered necessary and these ordinary pro- 
visions do not put sufficient power in the hands of Govern- 
ment to deal with the concerns, then I should want some 
legislation. 

19834. Q. Would you still object if foreigners establish 
here under the present law ? 

A, I think the present law is deficient in one respect. 
The Government should have power to deal with any 
emergency which may arise. If the Government of the 
countew should at any time -take over an industry or concern 
they snould take it over at a fair price. I’hey shotild err 
on the side of generosity, because the idea is not to swallow 
anybody's concern ; 

1988o. Q. If the law is passed what will he your 
attitude towards foreigners establishing industries ? " 

Am I am contrasting tbe condition under which a factory 
is working at a premium and sending goods here and a 
factory in Calcutta or Bombay producing here. I would 
very much like that a factoiy instead of producing at a 
premium should produce locally, I should certainly 
welcome any firms that like to establish themselves in this 
country. But I think that a situation might arise in which 
Government might without assigning any reason want to 
hake over an industry or concern, in which case they should 
receive compensation. The compensation will he a fair 
estimate of the assets plus 10 per cent as extra bonus for 
being deprived of their concerns in this countiy. 

' 19836. Q. Then you say; in the same paragraph that in 
certain trades it may be desirable to impose further resti’ic- 
tions and lay down that certain specified industries should 
not be handled by foreigners at alh Would you kindly 
explain which industries you mean ? 

Am I mention this morning the manufacture of muni- 
tions. There may be other things also. For exans^le we 
have got 6 cement companies now. I would not allow a 
foreign company to come and establish a concern, because 
we have enough companies to deal with our supplies and 
even more. If there was a foreign company working--lt ' 
would only create more difficulties. If it 
it would kill some ' of tbe existnag coiM^ns.^^ , 



try to "be ^ided by their own interests and it would be a 
national disadvantage. We should not allow a foreign 
firm to compete at a very unfair competitive price. Foreign 
concerns might establish here wording in conjunction 
with their own home factories and might want to forego 
some of their profits. They might make np the loss at 
this end by the profits at the other end. This must be 
looked upon as the same thing as dumping. In such a case 
I think Government should have every power to impose 
restrictions or take over the concerns^ on fair terms 

19837. Q. But what can happen in the case of cement 
I think can happen in other industries too. 

A. Yes. Therefore Government should have the neces- 
sary power to deal with such things. I think the most fair 
way would he to acquire the concerns at a fair ^price. 

19838. Q. Would you prefer that the foreigners should 
manufacture their goods' in India rather than say in 
Birmingham ? 

A, Yes, and under a free trade regimd send them out here. 

19189. Q. Because you think there will be a good chance 
of your labour being employed by foreigners ? 

A, Yes, 

19840. Q. What more advantages, apart from the em- 
ployment of labour, do you think you would have if you 
establish industries under protection ? 

A. So far as Bombay is concerned, I think we have been 
in extremely friendly relations^ with the Europeans. ^ I 
think to a certain extent there will he co-operation and joint 
working. Wherever there is the association of Indians with 
Europeans in enterprises it is a distinct gain to us in the 
’ higher range of business. It would also create more 
employment , for the middle classes, apart from the working 
olasses to whom you referred. The crux of the whole thing 
is that the revenues of the country would improye hy the 
taxes which these ' concerns when established in India 
would pay. 

19841. Q. In regard to shipping, do you want also the 
same restrictions about foreigners in the establishment of 
shipping companies ? 

A, With regard to shipping the restrictions which I have 
suggested do not work out on the same lines. I am 
suggesting a 20 per cent, tax on the registi’ation of every 
ship in India. Once it is registered it gets certain con- 
cessions in the shape of lower dock dues and wharfage 
, charges. For these advantages foreign shipping companies 
might register in India and keep ships registered here. The 
revenues of the Stato would improve, and a 20 per cent, tax 
would give protection to the ship-huilding industry in India. 
If a ship is built in India it does not pay the 20 per cent. 
If it is made abroad, it pays. I do not make the same 
violent discrimination that I made in the case of other 
industries with regard to foreign shipping companies. I 
want them merely register here and be subject to the laws 
of this country. 

19842. Q, You do not fear any serious competition be- 
tween the companies managed by Indians and those managed 
by Europeans f 

A, I fear serious competition in so far as that competition 
is unfair. The older European companies have got large 
^ resources which they are using . .unfairly ^ in the matter of 
rebate. They are penalising the Indian consignee who 
would hut for the rebate send his goods by an Indian 
steamship company. 

10843. Q, What measures would you take to fiud out 
idiether.such things are happening P 

A. Such things are^ happening. My scheme will enable 
the State to control shipping in the national interest. I 
mean for coasting purposes. No ships not registered in 
India should be allowed to ply. 

198d4« Q. Foreign companies can come and register in 
India subject to the Indian rupee capital and subject to the 
income tax of this country. That does not stop the unfair 
competition. 

A, It is an advantage to the:revenues of the country# It 
is an advantage in the sense thatspeople would he associated 
in the administration in a smaller or larger capacity. So far 
as competition between Indian and other companies is con- 
cerned it would come under the restraint of trade or unfair 
competition to ,which I referred when we were talking about ' 
monopoly. The Commission has put a question asking the 
witneae whether he expects combinations and monopolies and 
I have said that combinations and monopolies can he 
j^eessed do^n. 

Q. Why dc ya'a want to impose a duty on salt? 
know salt is consumed by the poorer classes of this 
In the past the duty has been very unpopxdax. 
Do think, it win be a 'sound policy to increase the 


A* I think the salt production in India could he speeded 
up. The salt which is imported is about 30 to 40 per 
cent, of the total production, and 30 per cent, increase in 
the production of any particular industry is not a very 
p’eat difficulty. My impression is that Indian made salt 
is not used in Calcutta because the freight conditions from 
where it could he produced on the coast of Bombay have 
been prohibitive until now. If the coasting trade is con- 
fined to ships registered in India and if the other measures 
that I have suggested are taken, then I do not think we 
will not be able to produce salt to meet all our requirements. 
I want to tax salt not because the poor would he taxed hut 
because I think we must be self-sufficient in regard to salt. 

19846. Q, Do you suggest that Government shodd en- 
courage Indian firms to manufacture salt 
A. If it forms part of the general industrial policy 
(according to recommendations of the Industrial Commis- 
sion) that the pai*ticular industry should he encouraged By 
selecting a suitable firm to manufacture under restricted 
conditions, then I certainly would not object. But I would 
sooner see the manufacture of salt expanded than have 
imports from foreign countries. 

19847. Q. Why do you want an import duty on coal ? 
You know that coal is a very important thing for the 
development of industries. To my mind it should come in 
free of duty. 

A. I -am suggesting that the imported coal should he 
subject to the minimam tariff, the lowest tariff. 

19848. Q. But why should there he any duty at all if it 
is required for the development of industries ? 

A, 1 think the coal production could be speeded up 
very much if the coal companies found that they could 
make some profit. They have been more or less in a had 
way, and any encouragement that we may give them will 
he deserving. If the coal policy is a little hit revised and 
the railway rates are also revised in the interests of 
the industry, the industry would I think he compensated to 
a certain extent. For the increase in the price of coal there 
would he compensation in the reduction of the railway 
rates. 

19849. Q. Ifc has been suggested to us by some witnesses 
in Calcutta that the quantity of coal in reserve is not in- 
exhaustible and therefore there should he no duty at all on 
the import of coal from foreign countries. 

^ A, However, that is my view that Indian coal produc- 
tion could he speeded up. There are large deposits of coal 
Undeveloped. 

Mr, Hhodes. 

19850. Q, You make a statement here that no industry 
can survive if it is economically unsound. 

A, Yes, with regard to handlooms. 

19851. Q, You make it as a sort of general statement. 
A, That is with reference to the hand loom industry. 
19852. Q, Do you give that as a thing of general 
application? ^ " 

A, As a general economic principle it, is certainly true 
that under conditions of open competition that competitor 
who cannot produce on the same basis as his competitor 
must go under. 

19853. Q. Under the stimulus of a rather high tariff is 
not there a danger of keeping such economically unsound 
industries ? 

A. There may he numerous unsound concerns arising, 
hut if you leave competition free they would be cut off by 
their own unsoundness. It is just the same thing under 
the present free trade conditions. 

19854. Q, Within that tariff wall? 

A, Yes, so long as competitive conditions, are not 
restricted. 

19855. Q, To take one of your own instances, you state 
that if motor cars come in they should be charged 100 per 
cent. duty. But if they are made up in England, and then 
pulled to pieces and reassembled out hei-e again they should 
pay 40 per cent only. Do you re^d it as an eponomically 
sound industry? Would it he really to the benefit of India ? 

A. I am suggesting 60 pa* cent, margin in favour of 
the assembling factories here, - because I want them to be 
established here. • . 

19856. Q, My point is not that. I am looking at the ques- 
tion purely fro^ the economic point of view. If a motor oar 
afta* being built is broken up, shipped and then reassembled 
out here, and if I am jioing to buy it I have got to pay for 
all the breaking up and reassembling. It seems to me it- 
would he cheaper for me to pay for the motor car to come 
out as originally designed. 

A. lam afraid that was not my- meaning. - [What I 
meant was an organisation of the industry such as you bave 
got in Coventry for hicycles and in Switzerland for 



In these places separate parts ^ are made hy separate people. 
The assembling concern is quite different from these. I do 
not suggest that they should he made up in England. I 
suggest that they should he built in India. So any 
English film that might like to come and establish here can 
get all the separate parts from either their own factories in 
England or purchase from other factories and put them 
together. In doing so they would probably not think it 
desirable to get Eord cars and things of that kind. 

19857* Obviously when I want a motor car I will 
buy a recognised make of car. If it is to be pulled to pieces 
and then put together again I ask you Is that an econo- 
mically sound industry?” I haye got to pay not only the 
man out here for assembling it, but also the man in England 
who puDs it to pieces. 

A. If you want a particular make of motor car then you 
will pay the price for 5t. If on the other hand there are 
several English firms established in India who are sending 
out motor cars here and assemble them here after they have 
acquired some little reputation you would think it cheaper to 
get these cars. You would get them ^0 per cent, less than 
if you insisled on these being completely made abroad. 

19858. Q. I am in a little difficulty about your cement. 
You want to put a 100 per cent, duty on imported cement. 
You also say that it will raise the price slightly in India, 
You also tell us that we can expect to do some export busi- 
ness in cement. If the duty raises the price, it will raise it 
above'that at which we can import cement from abroad. 
Therefore I ask : How are you going to do export trade in 
competition with the cement from abroad? 

A, The cement trade will be carried on under competitive 
conditiot^s here, and the manufacturers will be anxious to 
sell their output rather than allow their rivals to tell. 
Therefore I do not think the price will rise. If the 
factories produce enough to satisfy the needs of the country, 
then I do not think the duty will raise the price in this 
country. 

19869. Q. To come to this fascinating question of subsi- 
dies, with regard to matches you say that they should he 
rated at the minimum tariff provided that a subsidy of 
100 per cent, gradually diminishing ^ to zero over a period 
f of ten years is given for the production of local matches. 
Supposing it costs Es. 2 to manufacture a gross of matches, 
and I stai't the manufacture of matches here, I take it that 
Government will give me Es. 2 for every gross I manufac- 
ture, and that I shall also have a gross of ' matches as well. 
Is that what you contemplate ? 

A, Yes. You would get Ks. 2 in the first year. You 
would get it diminishing up to zero in 10 years, 

19860. Q. In the case of chemicals, where you recommend 
a 100 per cent, subsidy, is it your proposition that the whole 
cost of manufacture should be paid to me and I can do what 
I like with the product ? 

A* Yes. I shall pay twice over. ^ Instead of regarding 
India as a favourite field for selling their stuff I want 
the foreigners to regard this' as a favourite field for 
industrial enterprises. 

19861. Q. Jfir. Seshagin A^yar * — I take it that when 
you i*eoommend the import iduties you want them to be 
imposed at once, and that you do not want them to be 
taken over a number of years. You are not in favour of a 
graduated scale of duties. 

An Yes. It the measures which the Industrial Commis- 
sion recommended are carried out and the ^ various other 
measures which I have recommended are carried out simul- 
taneously, I think, we will reduce the prices of various 
things. 

19862. Q." Take for example the cotton industry. You 
recommend a duty of lOO per cent* and you would have it 
imposed at once, 

^ Yes. 

19863* Q. Supposing you do it, it .would have the result 
of /giving a fillip to the trade in this country. 

An Yes. 

19864. Q. Supposing almost every one goes in for the 
home production, will there he enough to meet the want F 

A* Yes. We have been under-estimating the capacity 
of the Indian mills to increase their production. Since 
J.899 we have been producing five times as much and since 
1909 we have doubled the production. If therefore this 
extraordinary set of encouragement and conditions is 
secured I think that the mill industry could double their 
production, 

19i865. Q, But as a matter of fact the production to-day 
of ' the mill industry is not able to clothe more than a third 
of the population and we have to depend for the other two 
thirds on foreign countries like Japan, You can give a 
to the home industries by this duty but the result of it. 


will be that for the one-third there will be a severe coni* 
petition in the whole of India. 

A. The mill industry in India at present provides more 
than half the requirements of this country. 

19866. Q. My point is this, that if you are going to . 
impose such a heavy duty you will find that the country 
is not able to supply the wants of all its inhahitants. Are 
you prepared to face that contingency ? 

A, I think the imposition of a heavy duty would he a 
great help. Immediately we might not he able to supply 
all our wants, and for that we have stocks of foreign piece- 
goods in the country sufficient to enable us to tide over the 
transition period of two years, during which time produc- 
tion would increase very rapidly. I have gi’eat confidence 
in the capacity of the Indian mills to increase their 
output. 

19867. Q. Within two years F 

A» Yes, within two years. 

19868. Q. Bo you know how much is stored of foreign 
piecegoods and how long it will last ? 

A, It would last for 18 months. 

19869, Q. Are they English or Japanese goods ? 

A. Both. 

19870. Q. You suggest that the »imposition of 100 per 
cent, duty on the imported article would not in the least 
have the effect of making people go naked. 

A, Far from it. I don’t think that taking the agricul- 
tural population as a whole, they would have to hear any 
very heavy extra cost. 

19871. Q. I want to take you upon one subject, that is 
upon the handloom industry. I think that you just now 
told Mr. Mant that it is economically sound that it should 
not be encouraged. 

A. I said that if it was not economically sound, it would 
disappear. 

19872. Q. Why do you say that the handloom industry 
is not economical F 

A. I have not said so, -The handloom industry 
produces some beautiful stuff as welh as coarse stuff. So 
far as the coarse stuff is' concerned, I don’t think that it 
would be paying in the long run. We want our labour for 
so many other purposes. As Regards artistic or special 
stuff, the handloom industry should be fostered and should 
he deliberately encouraged. 

19873, Q. Do you know the extent to which the hand- 
loom industry supplies coai'se cloth in this country P 

A. Certainly* 

19874. Q. How much? 

A. You mean the actual percentage of supplies. We 
have not definite means except by the output of yarn to ■ 
arrive at the actual percentage. 

■19876. Q. About 30 per cent., I think. 

An Yes. 

19876. Q. Do you think that those weavers who supply 
SO per cent, of the coarse cloth should not be encouraged. 

An I have suggested various means, that yarn should 
he given at wholesale prices for their products, that facilities 
shordd be given to them about markets, that they shcTuld he 
assisted iu the matter of organisation, etc, I think that 
for about a generation to come we can do with hand work, 
which I anticipate in course of time to he gradually trans- 
ferred from coarse to the better stuff and once transfeired 
to the better qualities, it will remain. 

19877. Q. . I want you to confine your attention to one 
particular p^^nt, ie., competition between, the handloom 
industry and the powerloom industry. Do you suggest 
that there should be no protection given to the handloom 
industxy ? 

A, I have suggested various ways of protecting the 
industry. The only way in which the Government claim to 
have protected the industry is by the imposition of ihe 
excise duty, I have dealt with that in my memorandum* 

It is a very had form of giving encoumgement to the 
handloom industry. 4 or 5 per cent, does not really go tery , 
far. The way in which the weavers at present buy tfieir 
yam with half a dozen middlemen who pocket the profits 
should he improved. I think that the handloom industry 
should be encouraged by direct subsidy, direct encourage- 
ment through co-operative credit societies and so on. 

19878. Qn Subsidies mean money fi’om the general tax- 
payers. 

An Yes, t 

19879. Q. You would ask the general tax payer to sub- 
sidise the handloom industry in preference to any tax whk^ 
may be levied upon the powerloom industry. 

An That is not a statement of my views. M’y views arO 
that I would like the haUdloom industry -to be’ assist^', * 
because I don’t like millions of haid worktiig 
displaced by the fierce competition ■ of th'e^ 
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order that they should he assisted in their efforts and in 
order that they should not feel the distress, I would give 
this direct encouragement and I would not grudge to give 
it frona the general treasury. I take it that the textile 
industry is contributing to the general treasury. 

19880. Q, Other people are also contributing. 

A, Yes. 

19881. Q. What I say is that as compared with the 
poweiioom industry the labour in the handloom industiy 
costs more. 

A, Yes. 

19882. Q, If you take away the protection of 3J per cent 
excise dut;^, it would put the industry in a far worse position 
because it is caloulatecL by an expert in these matters that 
there is a difference of 5 per cent, in the cost of labour 
between the handloom industry and the mill industry. 

A, My objection to the excise duty arises from the 
origin of the excise duty, kven if it were to protect the 
handloom industry, I want it to be removed because it w’as 
levied at the dictation of the outside interest. As regards 
the protection to be given to the handloom industry, tax 
the industry in any other way if you like, but the excise 
duty must be remoyed. 

19883. Q. Supposing we recommend the removal of the 
excise duty because it had a very bad origin, and suggest 
another tax giving it a different name in order to protect the 
handloom, would that satisfy you ? 

AL. I would suggest another form if you want a definite 
suggestion from me. I would suggest that Government 
should establish in Bombay and in various centres of 
textiles such as Cawnpore, etc., a purchasing agency for 
the purchase of yarn at wholesale prices and without 
charging a single penny in the way of establishment 
charges give it over to the weavers, and vice versd. 

19884i. Q. That is to say, there should be no duty on 
yarn. 

A^ N’ot only that, but the entire middlemen’s organisa- 
tion should go. 

19885. Q, Who should hear the expense ? 

A* It would fall on the textile industry in the interests 
of the handloom workers. * 

19886. Q, The difficulty is that you are going to tax the 
general tax-payers for what could easily be got from the 
millowners who are making profits, that is my point. 

A* On the profits you are taking money in the shape of 
income tax from them. 

19887. Q. In order to give protection to the handloom 
industry you would not like to deal directly with the 
powerloom industry but would rather go to the general 
tas-payers. 

A, Textile is the main staple industry of the country and 
would not refuse to hear its burden. 

19888. Q. If you increase the duties, how can you say that 
the consumer would not suffer ? If you put an import duty 
upon ^tton goods and if the importer has to thereby raise 
his price, the local manufacturer who is not a philanthropist 
in any sense would also like to raise the prices of his own 
goods and would this not have the effect of making it 
impossible for the consumer to purchase cheaply ? 

X The local manufacturer would raise the prices if he 
was a monopolist but the conditions of competition are there ; 
Ahmedabad could undersell Bombay and even in Bombay 
one mil will try to undersell another. Directly this happens, 
the other mill also will produce that sort and try to 
undersell the othex% Thus competition is going on keenly. 

19889, Q, Take the case of Japan which puts into this 
country coarse cloths. If these articles are subjected to heavy 
iniport duties, naturally their prices will go up and the local 
millowners also will follow suit. The result of it will be 
that the man who has to wear the*cloth will have to pay a 
higher price. 

ul. I don’t think that it would be the consequence. I 
take it that the Bombay industry is on a competitive basis 
and I also take it that enough is produced. The Bombay 
D^dllowners cannot raise the price beyond the market rate 
and the market will not pay beyond a cei*tain limit. In this 
way 90 per cent, of the people are protected. I have sug- 
gested a higher duty on cloths made of higher counts of 
yarn and these are consumed by people who can pay. 

19890. Q, I am speaking of the lower counts. Would not 
the pecmle in the lower/anlS who use these J apanese cloths be 
affected in consequence of the rise in mice of the Japanese 
go^ and the responsive rise in price of the Indiau goods ? 
'A, I don’t think so. 

Mr^ Qtiyajeex — Q. If you will allow me to talk to 
wocedure of introducing protection, your idW is 
duties on almost all manufactureis and products 
so as to prepare the soil for the appear- 


A» Not heavy duties but duties as scheduled, 20, 40, etc* 

19892. Q. May I contrast with the procedure suggested 
by you another procedure which has been brought forward 
before the Commission, that we should have most of our 
duties on the maximum revenue lines and give extra 
protection to promising industries so that our protectionist 
experiment might soon result in success of those industries. 
This would bring confidence to the people for developing 
other industries. 

A* I do not suggest that the other method cannot also 
lead to the same results in the long ran. I only suggest 
what is necessary in India is to establish an atniosphere of 
confidence in which industrialists feel that they have the 
community behind them. I want that confidence to be 
established without which I don’t think we can go very far. 
If however that confidence could be brought^ about by any 
other means than the duties suggested there is no essential 
objection. The main thing is protection and another proper 
essential is the atmosphere of confidence. 

h9|93, Q. Your objections to the excise duty are the 
historical origin and that it taxes mills which make sub- 
normal profits, let me say. 

A. Yes. 

19894, Q. You would prefer a tax on the net profits. 

A. I would, as a more scientific manner of taxing. 

19895, Q. Then coming to the matter of foreign firms 
coming to India, what would he your opinion as to the 
various restrictions which have been suggested by some 
eople who have said that 60 per cent, of the cajpital should 
e subscribed hyBlndians. Do you think that it is a practical 
proposition ? 

A. I have suggested that as one method. I think that 
the foreign capitalists can say that they would not start a 
joint stock company but would establisn proprietary com- 
panies in which case there could conceivably be other means 
of checking the thing. I would certainly see that the 
foreign establishments were subjected in all mattex’s to the 
laws of the country and contributed towards the revenue 
from the profits which they made in this country. 

19896. Q. That is true, but would not you rely more on a 
procedure which has been repeatedly adopted in India and 
which has had valuable results, I mean the procedure taken 
about Indian railwa;^s which are built with foreign capital. 
What we have done is*to allow them a certain period say 20 
or 25 yeai’s during which time they cannot be interfered 
with. Later on Government has the option of purchasing 
them at a fair valuation by arbitration or in some other 
way. Don’t you think that this procedure has in itself been 
just and has worked well and might be extended if neces- 
sary. 

A, I would not want to express any opinion as to the 
justice of it in the matter of railways. I would certainly 
say that so far as the industrial organisations are concerned 
if the Government gave them any distinct form of en- - 
couragement either in the matter of purchasing certain 
portions of their output or in any other way directly or 
indirectly I would not oppose it as such, but I would want 
the Goverximent of this country to have the power of taking 
away that factory at any time without notice and paying a 
very fair value. The process of reaching this fair value may 
be either through the books of the company or by arbitra- 
tion, one member appointed by the Government, another 
by the company and an umpire, or by any other suitable 
and very equitable manner that could be devised but I 
would waut the Government to have a distinct power of 
taking away the concern. This would in my opinion secure 
to a very large extent that control of the concern in national 
interests, if the concern was doing anything which is 
prejudicial. 

19897. Q. If you want industrial developments to take 
place on the scale which you propose, many hundred crores 
worth of capital would be required and consequently we shall 
requir-e to a much larger extent than ever foreign capital and 
foreign powers of organisation. 

A. Certainly. I have stated in my memoranduja and I 
will repeat it here that an absolutely fair treatment and 
absolute guarantee of justice should be given to these 
people if they come and establish he^e. 

19898. Montague We&bi — Q. Towards the end ,of 
your reply to Question No 15, you ^ay when the indus- 
trialists feel that ;they have got the community behind them, 
the present mentality of depending on the Government for 
everything will be dissipated in a short time.” Do I 
understand from that that yon regard it as an advantage or 
disadvantage that the Indian business community^ ay© 
inclined to depend upon Government for everything ? 

A. I have stated that in reply to the question^of^the 
Commission in which they ask whether it would b^flcult 
ta remove the tariffs hereafter if once the encouragement 
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by way of tariJS were given. I tHink that it would be 
possible to remove them hereafter because once the indus- 
trialists are on their feet, I think they would be looking less 
and less to Governmest for protection. 

19899. Q, That was not my question. My question was 
whether you regard the present Indian mentality of depend- ^ 
ing upon Government as an advantage or a disadvantage to 
this country. These are your words “ the j)resent men- 
tality of depending on the Government for everything will 
be dissipated.** Is this a good thing or a bad thing ? 

A, It is certainly a disadvantage. * 

19900. Q. That is what appears. I want to ask you 
whether you do not think that the system "which you are 
now advocating by w’hich the agriculturist cannot move his 
produce until it goes over the railways the rates of which 
have been settled by Government, he cannot export it except 
under duties fixed by Government, he cannot live or breathe 
except under a system of regulations by Government, is 
not calculated to greatly increase the mentality of depend- 
ing upon the Government ? 

A, This distinction, very natural distinction, arises be- 
cause the Government is not the community. The Govern- 
ment as" it is organised does not reflect the feelings and the 
opinions of the community, I want that distinction to be 
done away with. I take it that in every other country 
the Government and the community are the same. The 
Government is the executive of the community. When 
that position is reached in India, this will not arise. 

19901. Q. Not even if Government were to control exports 
aiid imports, rates of transhipment, pioneer factories, in fact 
every single thing connected with trade I Under a system 
of this control the whole county it appears to me will be 
reduced to sheer helplessness. It is one of the beliefs of 
those who like myself were reared amidst the atmosphere 
of free trade, that the least the interference hy Government 
the better. Our belief is let Government stand aside and 
not interfere with anything at all, then you get a 
community who are accustomed to rely entirely on their 
own industry, on their owm enterprise and not look to 
Government for anything at all. 

A» It is a very beautiful state of things if we can 
reach it. In England you have reached that stage and it 
ie a vary good system by which an ordinary merchant, a 
businessman or an industrialist does not look to Govepment 
for he has got that confidence. Other countries which are 
in a less advanced state of development, have adopted this 
system by which the Government as representing the 
concentrated wisdom of the community come and assist 
industriesat various stages from an unfair fight, from an 
nTTFfl.il* militant trade as it is carried on in India. It has been 
used in Germany, Japan and America. It has been adopted 
in every other country in the world and in India also it 
may be necessary. 

19902. Q. Do 'you not consider that the Indian mercantile 
community, are already making magnificent progress amidst 
open competition and with non-inteiierence by Government. 

I am under the impression that this Presidency contains 
one of the finest group of industries in the British Empire 
outside the United Kingdom that Bengal contains a group 
of mstmifactories the best in the world of their kind and 
that there are many other parts of this country where 
industries are springing ixp and industrial progress is going 
- forward at a rate more rapid than anybody could hpe 
conceived possible a few years ago ; and all this is going 
forward under the stimulus of the kyenesc competition. It 
seems to me that the country is making very good progress 
under these conditions. I am surprised therefore on reading 
your paper to hear that the counpy is going to the dogs, 
and industrial progress fe being ruined at Bombay. 

A* That has been the impression epated on the minds 
of the members of this Commisssion because I have 
I sugg^ted higher duties than any other witness has done. 

* My hbject in advocating' higher duties is to make the 
industrialists feel more confident, but in all this magnificent 
progress which you have described^that Bombay has made— 
1 am much obliged to you for the compliment you paid to 
Bombay —the industrialists do not feel that they have got, 
Hie community behind them in the real sense* 

19903. Q* Are you refeiTing to the industrial community 
of Bombay ? I know none of them myself that feel as you 
have described. Who are the industrialists that are so 
afraid ? ' . . 

A» I am referring to the industrial community in 
Bombay, and the expressions of their dissatisfption you 
will find in the reports of the Mill-Owners* Association and 
of the Indian Merchants* Chamber, and every other body 
representing that community. 

199044 Q* They are the most robust mercantile community 
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more question. May I ask you, Mr. Subedar, exactly wha^ 
business experience you have had yourself P 

A^ I have been for the last six years associated in busi- 
ness of various kinds. I had a small business in Calcutta 
before I came to Bombay, and since I came here I have 
been associated with two of the largest textile factories in 
India. 

19905. Q. Have you ever founded a successful industrial 
enterprise ? 

A, I am too young, but I hope, Sir Monatgu, that "when 
I have attained your age, I will have foiinded more 
than one. 

19906. Q. And in this keen air of competition, you 1 and 
your confreres in Bombay are all progressing very well 
A, I do not despair. Even in adverse conditions we 
people in Bombay can go on, but if we are encouraged a 
little, we can go on much better. 

19907. Jkr. T. V. Sesliaffiri lyeri — Other provinces 
might do better. ^ 

A* I do not think I was offending the other provinces 
in any way. I think the next line of advance in the cotton 
industry is in Madras where better cottoh is grown. And 
if railway rates are reduced, Madras is the centre where 
they can have half a dozen or more mills. 

19908. Sw Montagu Wehh : — Q. So that I gather that 
the majority of the opinions expressed in your paper are not 
arrived at very much from your own actual experience of 
founding industrial enterprises. 

A. I have founded enterprises which are too young to 
give an opinion about. I have founded the Jupiter 
Insurance Co. and the Pioneer Eubber Co. 

19909. Q. But your conclusions are not formed upon the 
working of these industries P 

A, The textile mills with which I am associated are the 
most successful in Bombay. 

19910. Q. But the dissatisfactioniwith the progress you 
expressed and the success of the textile industry are 
diametrically opposed to each other. 

A, The textile industry went through various vicissitudes 
This industry caused the commercial community in Bombay 
enormous loss in direct and indirect ways. The profits 
they reap now are not to be reckoned as an immediate 
return on their capital, but the result of prolonged 
ofEoi*^ s * 

199il. Q. That is the fate of most of the pioneer enter- 
prises in .most countries P 
A. Yes. 

19912. Mr, Naroitam Morarji : — ©. I think in 1919 
you went to England to give evidence' before the Currency 
Commission ? 

A, Yes. 

19913. Q. Did you go on ypur own behalf or were you 
sent by Government ? 

A* I was sent by the Government of India as a repre- 
sentative of the Indian mercantile community of Bombay, 
19914, Q. In paragraph 3 of your memorandum you say : 

** Readjustment of railway rates and specific adjustment for 
special rates on the application of any industrialists who 
have made out the claim to the satisfaction of the 
Department*^ Have you considered the effect that many 
concessions would have upon the earnings of the railways ? 

A, I think the earnings of the railways would not be 
affected very much in the long run. Supposing small oil 
mill at Akola wants a concession for the cake which they are 
exporting to Bombay I do not think it will affect railway 
rates as whole or materially. Concessions of this kind 1 
had in mind when I wrote this paragraph. 

19915, Q. This morning in answer to a question by Sir 
Manak^ee Dadabhoy you stated that you would like to put 
very heavy taxes on luxuries, such as good shoes and other 
things. Can you tell me whether any other countiy has 
levied such heavy duties on luxuries ? 

A, I think heavy duties on luxuries are the order of the 
day. Since the war every countiy is trying to economise* 
They are levying substantial duties on the sale of luxuries 
in every country. There is in Germany a luxury duty on 
the retail sale of every article and the retail shop keeper has 
to keep an account. In England and in France you have 
these duties : in fact luxury taxes are levied everywhere. 
Whenever a nation finds itself in financial dififlculties, as I 
think we are finding ourselves in India to-day, the bes| 
thing is - to stop the resoui-ces of the nation, being frittere<^ 
away in the purchase of luxuries. . ^ 

19916. Q* To what extent do they levy? . . 

A. They levy 10 to 15 per cent, on the rei^ 
addition to whatever the article may haye jpa^ e^ 
duty if it is an imported articlek.. WSea it fe 
fiiAv Ipvv comethinff like 50 .percent,,,;;,: 
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19917. Qk With regard to raw silk you say:^ “This 
should be allowed to be imported into India on the minimum 
tarifE.” I suppose you know that this is a cottage industry in 
Assam, Burma, &shmir and Mysore. Now, if you put a 
minimum tariff will not those cottage industries sniffer ? 

A, My impression is, — I am speaking subject to comc- 
tion, because I do not know about every industry I have 
discussed in my answers, — my impression is that we are 
producing some amount of raw silk in India and it is 
capable of enormous expansion. If steps are taken to 
increase it, I do not think there will be any difficulty of the 
kind you mention. 

19918. Q. With regard to rubber goods you said that 
there was a factory in Ceylon. When was it started? Do 
you know anything about it P 

A. I know very little about them, but they made 
excellent rubber goods which were purchased by the South 
Indian Bailway, by the Bombay Municipality and others in 
Bombay. These goods have been made in Ceylon and sold 
in India, The concern is still running. 

19959. Q. Where is it? " 

A, It is in Co^mbo. 

19920. Q. There is not much difference between the 
climate of Colombo and the climate of Bombay ? 

A, If there is any difference, it is in our favour. 

19921. Q. In your para^’aph No. 42 you say that living 
animals should bear the minimum tariff, except race horses 
which should bear a lOO per cent. Why do you charge 
100 per cent, on race horses r Is it for revenue purposes ? 

A* No. I regard ihat horse racing in this country has 
exceeded the ordinary limits of sport and has now assumed 
a very demoralising condition. I would therefore like to 
’ stop it by a 100 per cent, duty as a deterrent. 

19922. Q. In paragraph 49 you say that the deficiency 
in the production of cotton goods should be made up by 
over-time working. But do you know we have found 
difficulty in getting men to do night work ? 

A, I know, but in Bombay I find one of the most 
successful mills working 16 hours by two shifts. Tbeir 
production bas not shown any decline and they are doing 
successfully. Instead of a single 10 hour shift I suggest 
two shifts of 8 hours. That was the overtime I had in 
mind. 

19923. Q. In your opinion what are the difficulties in the 
way of the successful establishment of cotton mills in this 
country ? 

A, I find that one of the difllculties is the deficiency of 
ti’ained men at the top, and for their training neither the 
Mill-Owners* Association nor the Government of India hare 
taken any definite steps. Whatever steps they have taken 
have been to turn out very inferior men. The cost of 
imported labour is rather heavy in this respect. Then we 
have to import stores on which freight and other charges 
have been put too high. Several of these items of stores are 
capable of being manufactured in this country, bobbins 
and various other parts. On all spare parts of mill 
machinery there is a duty at present which I think should, 
not exist. 

19924 Q. Why do people prefer stai-ting mills in 
Bombay P 

A* Because they want to send their stuff to the interior, 
and if they are in Bombay they can take advantage of the 
port rates. That is one of the reasons why labour cost is so 
dear at the ports. I think the natural centres for the 
expansion of the cotton industry in future would be those 
districts where good cotton is gi*own and cheap labour is 
available. They have cotton at their door and cheap labour 


at their door, but tbe railway rates prevent their starting 
mills. The railway rates, as I have said in answer to a 
previous question, bears down on the industry. 

19925. Q. Will you please explain what you mean when 
you say ; “ This scheme would induce foreign shipping 
companies to register in India and it would enable the State 
to control in national interest shipping not only for coasting 
purposes but for handling the import and export trade of 
the country.** 

A. I think ^f foreign shipping companies are registered 
in India they would contribute to the revenues of the State 
and we would have a very important source of revenue, 
because I reckon that foreign companies at present pocket 
20 crores in the caiTying of Indian trade. Out of these 20 
crores if the State can get 1 crore it would he a great gain 
to the revenues^, 'ihen, so far as the coasting trade is 
•concerned, following the line of every other country in the 
world we should prohibit the handling of the coasting trade 
by foreign companies which are not registered in India. 
If there is any unfair competition or if there is py com- 
bination among the powerful steamer companies to fix 
rates too high and so on, then the State should come down 
on them and tax their excess profits or ask them to revise 
their rates. 

19926. Q. In answer to question No. 24, you say that a 
portion of the duties would be. borne by foreign shipping 
companies. How do you expect it ? 

A. I expect it in this way : If duties are levied as I 
propose, it would have an immediate check on the importa- 
tion of goods from abroad. This immediate check. would be 
felt by tbe foreign manufacturers as well as by*the ship- 
ping companies. Tbe shipping companies would find that 
their search for freight does not meet with the same 
response as before, and therefore they would reduce their 
cost of fi*eight. The cost of the freight is now borne by 
the Indian consumer, and to the extent of the reduction 
in freight he would benefit. ^ So part of the duly would be 
indirectly paid by the shipping companies. 

* 19927. Q. Is there in your opinion unfair competition in 
the handling of freights ? 

A, I think the British companies have got at present a 
preponderance. About 76 per cent, of the trade is handled 
by English ships and 21 per cent, by foreign ships. 

19928. Q. By foreign, do you mean Japanese r 

A, )rj foreign I mean Japanese, American, Swedish, 
Norwegian, — all those lines which chose to call at the 
Indian ports. The foreign ships do not bring enough 
supplies to this country. Our trade is lopsided. We buy 
a lot from England, and foreign ships cannot be expected 
to take cargo one way. If foreign shipping companies 
compete, they are borne down by English companies in 
competition. • I will give an example, of what is going on 
at present. There are two Japanese companies competing 
with the B. 1. S. N. & P. & 0, company between 
Calcutta and Japan and Bombay and Japam Ihe result 
is that we have ds. 6 per ton between Calcutta and Japan 
and Es. 30 per ton between Bombay and Japan, The 
powerful English companies are trying to hear down these 
competitors. Once they have borne' them down the freight 
would rise and the rise would naturally he a disadvantage 
to India. I think this is one of those cases in which, if the 
companies are registered in India, the Government could 
directly or indirectly come in to see that the interests of 
Indi% do not suffer, whatever the fight may be between the 
shipping companies. 

The witness withdrew. 


Witness No. 127. 


Written statement of the Marwari Chamber of Commerce, 248/3, Kalbadevi Road, Bombay, the 21st 

February 1922. . 


19929.- L We favour a policy of protection. The absence 
of protection has left India a poorer, country compared 
with other manufacturing countries. To revive the past 
industries of India a policy of protection is urgently 
needed. No country has ever been able to make any 
industrial 'progress without the aid of pJrotection, 
.Every important country, with the exception of England, 
has high tariff walls to protect its industries. Even 
being forced by circumstances to lean 
, wiiascb .a policy of protection, England, too, built up her 
indostrieff under protection. Having vast territorial 

. possessions from where she could have an uninterrupted 


supply of raw materials and a free market for her finished 
goods without any hindrance, England has adopted a policy 
of free ti*ade. It is an established fact that India was once 
a prosperous country manufacturing not only her own 
requirements, but also supplying the needs of a large part 
of the world- The position is quite the reverse now. 
Instead of manufacturing, India sends out her raw 
materials and gets them manufactured by foreigners. li ^ 
will^ not be out of place here to give a brief description of 
the industri^ condition of India and the causes of. its 
decline. Spinning and weaving^ were famous for their 
elegance. Thomas Munro in his evidence before the 
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Committee of tlie House of Commons on tte affairs of tlie 
East India Company (1813), speaking on the causes whick 
precluded the extended sale of British goods in India, 
mentioned : More than everything else I am afraid of the 
excellence of their manufacture.” 

Figures are available which give a fair idea of the ex- 
tent to which cotton and silk goods were manufactured in 
India. After supplying her^ own needs India exported a 
considerable quantity of finished goods to several countries 
of Europe and Asia. 

It was not, however, the policy of the East India Company 
to foster industries. They followed the selfish policy of 
discouraging Indian manufactures in order to encourage 
the rising manufactures of England. Their fixed policy 
pursued during the last decades of the eighteenth century 
was to make India subservient to the industries of Great 
Britain, and to make the Indian people grow raw products 
only in order to supply material for looms of that country. 
We give an extract from a general letter, dated 17th 
March 1769: ‘'Orders were sent out to force Indian 
artisans to work in the Company’s factories, commercial 
residents were legally vested with extensive power over 
villages and communities of Indian weavers, prohibitive 
tariffs excluded Indian silk and cotton goods from England. 
England goods were admitted into India free of duty.” 

In this connection the following from the evidence of 
J ohn Eanking before the Commons Committee will be of 
interest (Minutes of Evidence, etc., on the affairs of the 
East India Company, 1813, pages 463 and 4-67) : — 

Can yon state what is the ad mlorem duty on piece- 
goods sold at the East India House ? 

“ The duty on the class ' Calicoes ’ is £3-6-9 per cent, 
upon importation, and if they are used for home consump- 
tion there is a further duty of £68-6-8 per cent. 

“ There is another class called ‘ Muslins ’ on which the 
duty on importation is 10 lier cent., and if they are used for 
home consumption, of £27-6-8 per cent. They are only 
for exportation. 

“ There is a third class, ‘ Coloured goods,* which are 
prohibited from being used in this countrv, upon which 
there is a duty upon importation of £3-6-8 per cent. They 
are only for exportation. 

This session of Parliament there has been a new duty 
of 20 per cent, on the consolidated duties, which will make 
the duties on calicoes used for home consumption £78-6-8 
per cent.’* 

The same witness said further on : — - 

look upon it as a protection duty to encourage our 
own manufaotnres. 

“ I give herewith a list of duties levied by England 
upon imports in 1824 : — - . . 

Ornamental cane work ... 50 percent. 

Muslins ... ' ... .ji. 37^ „ 

Calicoes... ... 67| „ 

Other cotton manufactures . ..,50 „ 

Goat wool shawls .. ... 67| „ ^ 

Lacquered waie ... ... 63| „ 

Mats - ... ... 50 per cent. ^ 

Bawsilk ... ... 4^. per lb. 

Silk manufactures ... ... Prohibited. 

Sugar (cost price £1 per cent.) £3 3^. per cent* 
Spirits «•« 2s. Id. per gallon 

17s. excise.*’ 

(Evidence taken before the Commons, 1832, Yolume II, 
Appendix 5.) 

Thus in the words of the historian H. H. Wilson ; 

“ The foreign manufacturer employed the arm of political 
injustice to keep down and ultimately strangle a compe- 
titor with whom he could have contended on equal terms.*’ 
(Mills* History of British India, Wnson*s Continuation 
Book I, Ch^ter VIII, note.) 

To make Indian industries in their present stage com- 
pete with highly developed industries of the other countries 
with free trade policy is like a race between a grown-up 
boy and a mere child. 

India at present maintains a large number of foreign- 
ers by sending out her raw materials and getting tbe same 
manufactured from them, and this, too, in the face of 
millions of her own sons starving. 

By manufacturing her own raw materials India will 
be saving a considerable sum by way of saving ber marine 
freights, marine insurance, manufacturer’s and middleman’s 
profits. - ^ 

If a protection to Indian industries is assured, capitalists 
will be more inclined to invest their monies in industries. 
The forced protection which Indian industries obtained 
during the war period is a proof of it. Big industrial 
aone'erns were started apd money was easily found them. 


Many companies formed at the time find themselves in an un- 
enviable position now owing to absence of ppiection. Several 
shipping companies were started at the time. The cessa- 
tion of hostilities unloosed a larger amount of tonnage 
which was otherwise engaged, and the new companies 
which were started in competition with old-established 
companies with regular custom find themselves ^ in a tot- 
tering state. If a new steamship company is started now, 
there is no likelihood of the public subscribing to any 
appreciable extent. 

Thus it will be seen that the application of a free trade 
policy to India is not advantageous to her best interest, and 
consequently what she needs is protection to her Indus- . 
tries by High tariffs. 

19980. 2. In our opinion a tariff provides a more suit- 
able form of taxation than direct taxation. If fresh taxa- 
tion were necessary we would prefer an^ increase in 
the customs duty to direct taxation. Direct taxation 
acts as a deterrent to industries by demoralising the 
prices of stock and shares. In this connection we 
may cite the case of the excess profit tax. No sooner 
was the intention of levying this tax announced, than a 
panic set in the Stock Exchange to such an ^extent that some 
of the shares depreciated in value by 40 to 50 per cent, 
in a very few days. An increase in the direct taxation is 
resented by the people and it is very dijfficult to gather the 
entire revenue derivable, as there are efforts to evade it. 
An elaborate machinery bus to he maintained which absorbs 
a good part of the tax. The subjects of Native States 
who form one-fifth part of the population of India do not 
participate in any direct tax, while an indirect tax affects 
them as well. 

19931. 3. As we have stated, the tariff should be framed 
with a view to foster Indian industries as well as for obtain- 
ing revenue. In our opinion the duty on piece-goods and 
yarn should be increased from its present late to 20 per 
cent, ad volorem to give an efficient protection to the 
existing mills. 

Along with it the excise duty should be removed. The 
duty on iron and steel manufactures other than machinery 
should he increased to 20 per cent. In 1920-21 India 
imported about 32 crores worth of goods of this description. 
Efforts are being made to start iron and^ steel works in 
India and a duty of 20 per cent, upon importation will 
greatly help to promote that industry. The dutv on sugar 
should he increased to 25 per cent. Glassware and earthen- 
ware should be subject to a duty of 100 per cent. Similarly 
the duty on hide and leather manufactures, cutlery, 
carriages, motors, provisions, such as cau be prepared in 
India, can he safely increased for the purpose ^or obtaining 
revenue as well as helping indigenous industries. 

The export ^duty on raw jute should be increased to help 
the present industry. Similarly the export of wool -shoula 
he subject to heavy duty. 

We also advocate an import duty of at least 25 per cent., 
which should he gradually increased, to help country-bred 
horses, on* English, Arab and Australian race-horses, to 
hold their own on Indian race-courses. 

, 19932, 4. The ^ tariff policy pursued up to now has been 
'mainly in the interests of the British manufacturers. 
Whitehall, influenced by the manufacturers of Great Britain, 
dictated tbe fiscal policy of the Government of India. The 
excise duty of 3-| per cent, bn Indian mill-made cloth is an 
example of it. 

19933. 5. The effect of the existing tariff policy has been to 
make a great manufacturing country dependent upon foreign 
countries for articles of every-day use. Indian industries 
have been gradually stamped out. If this policy is pursued 
furtber, there is no hope of India ever becoming prosperous. 
By the loss of their industries people have been forced to 
fall back almost entirely upon agriculture. Tbe effects of the 
present policy cannot be described better than in the words 
of G. G. De H. Larpent, Chairman of the East' India and 
China Association, when giving evidence before the Seymore 
Committee of the Commons in 1840. We have, during 
the period of a quarter of a century, compelled the Indian 
territories to receive our manufactures, our woollen duty 
free, our cotton at 2| per cent, and other articles in pro- 
portion, while we have continued during the period to -levy 
almost prohibitory duties or duties vaiying from 10 to 20, 
30, 50, 100, 500 and 1,000 per cent, upon articles produced 
in our territories. Therefore the cry that has taken place 
for free trade with India has been a free trade fi’om this 


country. The decay and destruction of Surat, of Dacca, of 
Mursbidahad and other places where native manufactures 
have been carried on is too painful a fact to dwell upon. I 
do not consider that is in the fair course of trade. -I think 


it was the power of tlie stronger exerbise^ upo* 
(Questions Nos, 3877 and- 38794. •- -J 
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19934. 6. We are strongly opposed to imposing an excise 
duty to countervail an import duty. The imposition o£ 
excise duties is a procedure unknown in any part of the 
civilised world. It t^es away any benefit derived from 
import duties. We have, however, no objection to imposi- 
tion of excise duty on the manufacture of wines and other 
intoxicants. 

19935. 8. The price to the consumer is raised because th® 
mannfacturere fix their price taking into consideration the 
amount of excise duty as an additional cost of manufacture, 
l^ere can be an exception, however, when the supply is 
much more than the demand. In that case the manufacturer 
may have to deduct the excise duty from his margin of 
profit. It all depends upon the question of supply and 
demand. 

A. — Protective Tariff, 

19936. 9. Tes. The introduction of a policy of protection 
m\l bring into existence a number of industries which will 
give employment to millions of people who are in need of 
it. The average birth-rate in India is 38*2 compared to 
21'2 for the United Kingdom. This means that in spite of 
the appalling death-rate the population of India is increas- 
ing, This may 'not prove an unmixed blessing if new 
industries are not introduced or new careers provided in the 
country. India at present exports raw materials and food- 
products, ^ bile she imports chiefly manufactured goods. 
She bus lost the power of manufacturing the articles 
required for her own use, on account of a free trade policy, 
and is obliged to pay for her imports of same by growing 
raw products. If she were to manufacture her own wants, 
using her abundant raw materials and the millions of 
people unemployed at present, she could not only manu- 
facture all her requirements, hut could also export manu- 
factured goods for profit. By so doing she could save 
much of the money she now pays for her imports and 
could amass additional wealth hy exporting manufactured 
goods. It is a well-known fact that the fortune of the 
richest merchants in India does not exceed a few crores, 
while in America and other manufacturing countries, with 
highly developed industries, there are merchants whose 
annual income several times exceeds that sum. Algo by 
manufacturing her own requirements she will he saving a 
large amount by way of freights and insurance charges, as 
well as middleman’s and manufacturer’s profits. 

This means general prosperity, it will increase the 
taxing power of the people, which will enable G-overnment 
to fight better with calamities like famines and epidemics 
and carry out urgent works of national importance, such 
as development of hydro-electrio power, education, sanita- 
ton, irrigation, etc. It will make her independent of other 
countries in times of war. An argument advanced against 
industrial development is that it will draw labour from 
agriculture, h’irst of all the number of men engaged in 
agriculture is so great that the withdrawal of a small per- 
centage will not have any visible effect upon it. All the 
people who are described as agriculturists are not actually 
en^ged in agriculture all the year round. By reducing 
the pressure on the land the per capita production in agri- 
culture will also be increased. 

199S7, 10. In our opinion India can not only manufac- 
ture her own requirements, but can supply them to other 
countries too, owing to the abundance of raw materials, 
England and J apan have to depend for the raw materials 
ihey * require upon India and other countries, while India 
has an abundant supply of raw materials of her own. 
Therefore givp proper protection to the manufacturers, 
India will be independent of foreign countries for nearly 
aH. hex requirements. 

" 1^88; yt e do not favour the imposition of protective 

duties'^ all imported manufactures. A careful enquiry 
ahould he made of the industries existing and likely to be 
established if protection is guaranteed. 

19939, 12. A start ahould he made towards protecting 
«uch: industries as are at present being carried on in India, 
such ns cotton manufactures, sugar, tanned leather, wool- 
len manufactures, iron and steel manufactures, etc, 

The next step would he that of imposing protective 
tariff on such ' articles as would be manufactured imme- 
diately same are protected, such as soap, chemicals, paper, 
etc. 

We also favour protection for all key industries, which 
are essential for the maintenance of bigger industries j 
for example, the dyeing industiy and manufacture of sul- 
phuric acid. Shipping, too, is in our opinion an essential 
industry. The foreign trade cf the country cannot be 
developed without having its own steamers. Each and 
every country of the world is trying to can-y on its foreign 
trade hy means of its pwn steameps. ° 


19940. 13. Several new industries can be established by 
assuring protection. The principle on which we would select 
industries is this. Raw materials must he availablean the 
country and the finished product must command market 
in India. We have mentioned some industries which can 
be started provided protection is assured. 

19941. 14. It is desirableit hat such industries only should 
he protected as may he able to face foreign competition after 
a period. Exception, however, should be made in the case 
of key industries and industries essential for the defence of 
the country. 

19942. 16. Tes. Special protection is necessary for such 
competition. The exact facts can he ascertained by making 
careful enquiries regarding the cost of protection of the 
articles concerned. In this connection we may point out 
adopt measures similar to measures adopted by England by 
having the “ Safeguarding of Industries Act.” In this 
connection we may draw the attention of the Committee to 
the fear of dumping of cotton goods upon Indian markets 
hy Japan in the near future. This country, hy working 
its mills 20 hours in a day, had accumulated a heavy stock 
of cotton manufactures which it is unable to dispose of. 
Prices quoted by manufacturers for fine counts yarn are 
considerably lower than the price at which Indian mills 
can produce. Tf proper measures are not adopted in time, 
the cotton mill industry may find itself in difficult posi- 
tion. 

19943. 16. We strongly favonr handloom industries. 
The cotton handloom indnstiy is one of the best customers 
of tiie cotton mills. It supplies the wants of a large part 
of the village population. India is a country of villages. 
The urban population of India,is only 10 per cent, of its 
total population compared \iith 76 per cent, of England, 48 
percent, of Canada, 55 per cent, of United States, and 49 per 
cent, of Japan. The agriculturists are not actively engaged 
in agriculture all throughout the year. They require occu- 
pation for the time they are idle. The women and children 
of the agriculturists can^ profitably devote their time ,to 
such industries. This will add to their scanty income and 
remove their indebtedness with its consequential benefits- 
There are many hand industries, besides the cotton loom, 
which can he advantageously introduced among the 
farmers, such as knitting, button-making, etc. 

19944 17. There is nO such possibility in India. The - 
cotton mill industry is the most important industry at 
present. If manufacturers effect any such combination, they 
will he cutting their own legs because they are situated very 
far from each other. If protection is afforded new mills will 
spring up, and there will he internal competition which 
will make such a combination impossible. Uombination, 
however, is not always harmful. For example, the jute 
mill industry has been able to escape from min by con- 
certed action. If there is a combination harmful to the in- 
terests of the country, means can be devised to check its 
evil effects, 

19945,^ 18. Yes.— There is every likelihood of foreigners 
establishing in India to reap the benefits of protection. The 
foreigners who come to India do not settle down in India. 
They make money in India and export it out of the country, 
which means so much money lost to India. With the 
ftxceptxon of the cotton mill industries, practically all the 
industries in India belong to Europeans and are worked 
by European Managing Agents. Of course industries 
worked by foreigners in the country itself are preferable 
to importing all manufactured articles as the financial lofes 
is thereby lessened by labour and transport charges, blit 
the financial loss to India by way of interest charges and 
export of profits in the present circumstances is consider- ' 
able, and any further import of foreign capital will aggra- 
vate that loss. There is no lack of capital in India itself, 
but it has been shy due to the lack of protection. The 
above foreign “ vested interests ” are always a stumbling- 
block in the way of the progress of a country. The hue 
and cry raised hy the European mercantile community 
against the grant of reforms toojo a proof it. Indian 
youths never get a chance of acquiring- technical knowledge 
of industries if they are in hands of foreigners iu their 
own country and in foreign countries. 

We have no objection to borrowing foreign capital for 
developing Indian industries, but we do not want - foreign- 
ers to take away all the profits accruing out of them. In 
this connection we strongly support the suggestion put 
forward by the Marwari Association of Calcutta to restri# 
foreign capital- cf limited companies to 25 per cent. ‘75-fg^: 
cent, of the capital will give Indians an effieieativOe^g^^i 
over the affairs of the companies. •; ■ 

The question has not so far reeeivedthe 
it deserves. The^effect of protection w® 
steps are taken to check J^igluers :lri3ustri^ 



889 


in India. Ou the contrary the remedy may prove worse 
than the disease. Indian manufactorrrs will never be able 
to face competition of foreijju industrialists with the un- 
limited supply of capital, ex'perience, and superior training. 
The existing Indian industries will gradually pass into the 
hands of foreigners. Tne recent tiMnsfer of the managing 
agency of two cocton mills worked by an Indian firm into 
the hands of a foreign firm, because that firm was unable 
to command greater financial facilities tiaan the other, is an 
eaciimple of wt«at the affairs will be with the advent ot 
foreign capital. There is alrea iy a move on the pari of 
foreign manufacturers to establish themselves in India. 
Protection has no meaning if foreigners are not prevented 
from establishing in India. 

19946. 19. Conflicts of this nature may arise, but they 
will not be difficult of adjustment. The interests of I nd ia as 
a whole are to be protected, and not any particular industry. 
For example, it has been uiged by some witnesses before 
this Commission to abolish the import duty on mill machi- 
nery, while the representation is made by the mmafacturers 
of iron and steel goods for enhancing the same. This can 
be easily adjusted. It is good for the courtly as a whole 
that machinery be prepared in India, while the comparaihe 
loss to the industries using machinery is very little. 

Effect of IProiection on 'Prices and on the Consumer. 

10947. 20. Whenever an import duty is levied on an im- 
ported article there is a rise in the price of the imported 
commodity. The duty will be passed wholly to the con- 
sumer only in the following circumstances *. — 

[a) If the country which exports the articles taxel 
commands markets other than the country 
imposing an import duty. 

{h) If there is no effort in the country itself lo manu- 
facture the article and thus increase the supply. 

If the exporting country depends mainly upon India for 
its product the duty can be levied without any rise to the 
consumer. Cotton manufactures, sugar, iron and steel 
goods form the bulk of the Indian import. The countries 
exporting these articles are chiefly dependent upon the 
market of India. There is no fear of any such rise to the 
consumer. 

19948. 21. The question has been partially answered by 
our reply to question No. 20. The consumer will be incon- 
veuiehoedfor the time taken to develop the local industries. 
Once there are industries ou a scale sufficient to supply 
the needs of the country the consumer will be benefited 
due to the fall in prices owing to the saving of a iconsidcr- 
able part of the cost of production which was originally 
incurred. 

19949. 22. Yes. The advantages of having industries 
in the country will more than counterbalance the rise in 
price to the consumer. The profit made by inu a stria lists will 
remain in the country. this money they will be able 
to start more industries, giving employment to tbe poor. 
Thus there will be a coastant demand for labour which, 
means an increase in wages. In this connection we claim 
to speak with some experience. If a merchant is prosper^ 
ous, starts works of public utility, such as wells, 
dkannsala^i hospitals, etc., which is a cause of great pros- 
perity an i contentment to the labourers. The incrcaRed 
prosperity of Marwari merchants during the boom period 
was immediately the cause of substantial rise in the 
wages of labourers in Eajputana. As we have pointed 
out elsewhere, the increase in prices will only be temporarjr, 
while the benefits resulting from industrial ex[ ansion due 
to protection will be permanent. 

23., Yes. We si all make a distinction between 
articles of luxury and articles ot necessity. Food, clothing, 
and medicine are the articles necessary for life. While 
affording protection to industries supplying the necessities 
of ®e^e should be exercised. Toe import duty should 
he' pr^ctive, but shtmld not be so higu as to entirely 
remove the tear of foreign competition from the minds of 
the owners of the local industries. This will prevent them 
from fixing theii* prices too high. * 

19951. 24. Yes. The rise \n the wages and salary will 
wholly cover the increase in prices. 1) urj ng the boom period 
when industries were prosperous there was an enormous 
rise in the salary of clerks and office assistants. 

19952, 25. As aresultof protection ti»e general prosperity 
o£ the country will be greatly increased, which means more 
buying power. While hclding that the prosperity of a 
country cannot he measured by the foreign trade of a 
country, we are of ■ opinion that the general sea borne 
trade will not decline to any appreciable extent due to the 
"high standard of living, the natural result of general 
prosperity. The import of motor cars increased consider- 
ably with the increased prosperity of the country and 


fell down wiLh the general trade depression. G-eneral 
trade prosperity will create a demand for many new things, 
for example, telephone, electric goods, etc., which will not 
allow the foreign trade to decline. 

19953. 29. Yes. Such an organisation will he specially 
needed during the development period. The president of 
such an organisation should be some non-dfficial with vast 
commercial and industrial experience. All the industries 
should be ndequatcly represented. There should be a 
preponderance of Indiana. 


JExport Duties, 

19934. 30. The export duties can he imposed for obtain- 
ing revenue as well as for retaining raw materials for 
the manufactures of the countries. 

19953. 31'. In certain cases tbe export duty will lessen 
the export trade and thus bring down their prices, especially 
of articles which have very limited local consumption and 
depend mainly on foreign markets and when there is a 
rival supplier. A duty on cotton or oil-seeds will at once 
bring down the prices. There were several times rumours 
in the market of an export duty on cotton and there was 
a sharp decline in the prices. The durance of the decline 
in prices is of course determined by the factors mentioned 
above. An export duty on oil-seeds and cotton will have 
the effect of permanent^ bringing down the price. 

There is anotlier cause of a decline in the price of these 
commodities in case of an export duty. Tbe export busi- 
ness of these articles, seeds and cotton, has unfor- 
tunately passed into the hands of foreigners. They have 
been able to oust Indian buyers from the market to a 
great extent, due to easy financial arrangements, undue 
railway preference and spirit of combination. The farmers 
not being organised as in America, the exporters are able 
to dictate their prices. We therefore are strongly opposed 
to levying any export duty on oil-seeds and cotton. The 
case with jute and shellac, howeveiv stands on a different 
footing. The two articles are virtually a monopoly of 
India. Export duty can be levied on these articles. The 
Bengal farmers are better educated than their brethren 
elsewhere, and with any decline in prices they reduce 
average. 

19956. 32. We have treated this question in our answer 
to the previous question. 

19957. 33, The production of foodstuffs in British India 
ia estimated to he about five crore tons. Boughly speaking, 
British India has a population of 2t50 million souls* Taking 
f of a seer to be the average daily food consumption of 
one man, the annual requirement comes to more than six 
crores of tons. Even if there was no export, there is a 
shortage of more Aan a crore ton of foodstnffs. By 
exporting about 10 per cent, of foodstuffs of India we make 
millions of people live in a state of semi-starvaticn. A 
Heavy export duty will not act as a check to export and 
thus bring down prices. 

It Will be a great relief to the small agriculturist who 
has to work^ with his family for a good part of the year* 
We do not think this . will curtail production as there is 
demand in the^ country itself and most of tbe lands 
available for cultivation are unfit for cultivating anything 
else. 

19958. 34. Yes. If the country which imposes duty 
relies upon India for the supply of its raw materials. For 
example, if America imposes an import duty on hessians, 
we would be justified in imposing an export duty on june for 
which it relies upon India. 

This ig not advisable, however, if the case is otherwise. 


Freferenc^^ 

19959. 35. We are strongly opposed to the idea of 
Imperial pLeference. For India Imperial preference will 
be economically dea-imenial to her interests. The talk of 
Imperial preference has no meaning for India as iong as 
Indians do not enjoy the rights of Briiish citizenship 
even within the Empire. T/ie^ receive better treaJtmemb 
from some foreign colonies than xchat they reedve from 
the citizens of the same Em'pire, 

li»960. 36. In the negative. 

19961. 87. We ! anticipate nothing but material loss to 
India by the system of Imperial preference, as we will be 
selling our goods cheaper to them and gefctj^ 
cheanerfroui them in return. Yes, there is 
retaliation by other countries. 

38. Tbe first part we baye answered ; the 
not apply to us. " ' . " 



890 


19962» 39. In out opinion tlie questi(/n is premature* 
The progress of India should he watched* There can be 
no preference without change of heart on the part of the 
Dominions* 

19963. 40* In such a case no progress of industries is 
possible as the [Tinted Kingdom is the biggest supplier of 


India. Prices will be raised, otherwise preference has no 
meaning. 

(7. — Man ufac tures, 

19964. 44. Members of this Chamber are interested as 
proprietors and managing agents in the cotton mill 
indust ly. 


Oral evidence of Messrs. Fatechand Ruia and H. P. Eagaria, representatives of the Marwari Chamber of Commerce, 

Bombay, the 26th February 1922. 


Messrs. Fatech and Euia and H. P. Eagaria, re^retenting 
the Marwari-Cham her of Commerce, were called in and ex- 
amined. The replies were genera’ll;;* given by Mr. Bagaria, 
and whenever Mr. Ruia replied it is indicated separately 
in the report. 

19965. The Vresident : — Q. Gentlemen, you represent 
the Marwari Cbumber of Commerce ? 

A. Yes. 

19966. Q. And the members of your Aasuciation are 
interested^in the textile industry and in import and export 
trade ? 

A. Yes. 

19967. Q. In answer to question No. 18 you say : ‘‘ Of 
cuursejindustries worked by foreigners in the country itself 
are preferable to importing all manufactured articles as the 
financial loss is thereby lessened by labour and transport 
charges, but the fin mcial loss to India by way of interest 
charges and export of profits in the present circumstances 
is considerable,, and any further import of foreign capital 
ill. aggravate ibat loss. There is no lack of capital in 
India itself, but it has been shy due 4o the lack of protec- 
tion, ^ The foreign vested interests are always a stumbling- 
block in tlie way of the progress of a country.” What is 
your vc.iicdy for this state of things ? Do you mean that 
loroign capital should be prohibited ? 

A» We have suggested it in the answer. 

19968. Q. You want that every joint stock company 
promoted by a foreign firm in India must have 25 per cent* 
of foreign capital and 75 per cent of Indian capital. Do 
you think that c«in practiolly be carried out ? 

A* [Mr, Muia). -We think so* 

19969. Q. Supposing the requisite Indian capital is not 
forthcoming after invitation for subscriptions, what would 
be your attitude then ? 

A. We have said we have no objection to borrowing 
foreign capital. 

19970. Q, I am speaking of the establishment of a 
foreign firm. 


A» First of all the issue would be placed in the open 
market, and if Indian capital is not coming in sufficient 
quantity, then of course some concessions may be made to 
the fore^ners, but in the case of the mining industry no 
concession should be given to foreigners. 

19971, Q, If three-quarters of the capital is not forth- 
cominp; from Indians would you allow the foreign firm to 
establish the industry with a reduced percentage of Indian 


A» If the industry is very essential we would allow ; 
otherwise we would like to wait. 

19972, Q, What is your description of an essential 
industry ? ; 

A, An essential industry is that which is necessary’ for 
the advancement of this country, e.^., the development of 
hydrocele ciric power which is.very essential for this country. 
. It it is necessary to develop this industry and if Indian 
, capital is not forthcoming, then we would have foreign 
capital. 

j ordinary manufacturing purposes ? 

A, No. 

. 1^974. Q. You go on to say that protection has no mean- 
ing if toreigners are not prevented from establishing in 
India, ^That means total piohibition ? 

A-Kot total prohibition. We want to restrict their 


^ 19975. Q, What do you mea,n by this sentence : ^‘Protec- 
tion has no meaning if foreigners are not prevented from 
establishing in India” ? 

A, We want the control to he left m the hands of 
Indians, 

***19976. Q. When the capital has been subscribed you 
want the industries , to be controlled and .manao'ed by 
Indians. Who^are to he the managing agents ? ° ^ 

The managing agents in the first instance, if the 
company is promoted by foreigners, will be foreigners. If 
firm properly, and do not make any dis- 
-tp^^-between Indians and Englishmen, then they may 


continue to be the managing agents. If they attempt any 
such distinction, however, then the possession of 7 5 per cent, 
of the capital would enable Indians to remove those manag- 
ing agents. 

19977. Q, You want them to establish industries in 
India under those conditions I It would be a substantial 
prohibition, if not practical prohibition ? 

A, Yes. 

19978. Q. In answer to question No. 31 you say: 

There is another cause of a decline in the price of these 
commodities incase of an export duty. The export business 
of these articles, seeds and cotton, has unfortunately 
passed into the hands of foreigners. They have been able 
to oTXst Indian- buyers from the market to a great extent, 
due to easy financial arrangements, undue railway prefer- 
ence and spirit of co »‘binati*m.” Will you please tell me 
what you mean by “ easy financial arrangements and undue 
railway preference” ? 

A, They can control much more capital than Indian 
merchants. 

19979. Q. Their own capital ? 

A. Their own capital as well as banks’ capitals. 

19980. Q. Do you say that the banks give them pre- 
ferential treatment ? 

A* They are able to get better treatment from banks 
than Indian capitalists. 

19981, Q, And undue railway preference ”? 

We know of cases in which wagons were given to 
European merchants in preference to Indian merchants. 

19982. Can you substantiate that statement ? 

A* We know it from our every-day experience in all parts 
of the country. Halli’s and other big firms are able to get 
wagons* more readily than we can. 

19983. Q- Have yoji made anv representations on that 
point to the Government of India ? 

A- (Mr, Buia ), — Our Chamber has made a representation 
on this point, but no satisfactory reply has been received. 

19984. Q. In your answer to question No. 33 you give 
certain statistics. “ The ptoductioe of foodstuffs in India 
is estimated to be about 6 crore tons. Roughly speaking, 
British India has a population of 25U million souls, 
Takir g I seer to be the average daily food consumption 
of cne man, the annual requirement comes to more than 
six orores of tons.” Have you got any statistics to base 
these figures P 

A» The figures of total production 1 have taken from 
official repoits about the estimate of crops. 

19985. Q, Have you taken a normal or a famine year ? 

A, I have taken the average of 15 years. 

19986. Q, How many famine years were there? 

A. I have not considered that. I have taken only the 
average of 15 years. 

19887. Q. is your estimate,! seer, for adults only? 
Have 'jou calculated separately for children ? 

A. I have calculated on the aveiage. We should not 
measure the requirement by taking the town people as our 
basis. In the village people are stronger and they require 
more than we require. In Hajputana people take 2 to 3 
seers a day. 

19988. Q. Therefore any export of food-grains that 
actually takes place further reduces the essential needs of 
the people of India? 

A, Yes. ^ 

19989. Q. And the way you substantiate this is by 
taking the average' productu»n of 15 years, irrespective of 
the number of famine years during that period, and work-' 
in g the actual consumption -to be f seer per unit of the 
population for a day P - 

A. Yes. - " 

19990. Sir Montague Well: — Q, In the course of your 
answer to question No. 1 you Sf*y : “ No country lias ever 

been able to inake any industrial progress without the aid 
(t protection. The United Kingdom has had no protec- 
- tion for the last three-quarters of a century and it havS 
made more progress in manufactures than any country in 
the worUl. la it not a fact that the industrial progress of 
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the United Kingdom during the past three-quarters of a 
century has been unparaHeled in the history of the world ? 

A. England built up her industries under protection. 

19991. Q. But you remark : No country has ever 
been able to make an^ industrial jprogr ess** Vou speak of 
progress. The progress made in t)ie last three-quarters of 
a century in the United Kingdom under free trade is 
unparalleled? 

A. In the initial stage they had protection. 

19992. Q, In the initial stage they had all sorts of 
curious things, hut I am speaking of the progress made 
under free trade. In India, too, we find the greatest cotton 
industry in the British Empire, next only to that of the 
United Kingdom ; Calcutta has got the greatest jute indus- 
try ; Cawnpore is the centre of a big woollen and leather 
industrv. In fact industries have been built up all over 
the country and people axe most successfully establishing 
further industries. I think there is no country in the 
tropics which has built up its industries as India has 
done ? 

A* The prosperity that came to the cotton industry 
daring the war period cannot be taken as a proof that the 
cotton industry has made progress. Now cotton dhoties 
are coming into the country at much cheaper rates than we 
can sell. In Japan there are large stocks of piece-goods, 
and if there is no protection, theiv is every likelihood of 
their dumping in the Indian market. 

19993. Q. Camyou tell me if there is any tropical country 
in the world which has developed its industries so well as 
India ? 

A* {Mr. Japan is a country. 

19994. Q. iSut Japan is not a tropical country ? 

A. Then what other country p 

19995. Q. I do not know of any other country. That is 
why 1 ask you this question. 

A. {Mr. Bagaria ). — 1 do not know. 

19996. Q. On page 2 of your memorandum you make a 
reference to a point which I should like to draw attention to. 
You say that the average birth-rate in India is 38*2 compared 
with '21-2 for the United Kingdom. And then a little 
later on in your paper you refer to the fact that at the 
present moment India is short every year by 10 million 
tons of food and that therefore there should be heavy export 
duties to check the export of food. Are you aware of the 
biological fact that all animals, including human animals', 
breed up to the Bmit of food -supply everywhere, and that 
isonsequently where the food-supply is ipereased the popu- 
lation at once increases up to that point ? 

A* {Mr. Buid ). — ^There are other forces also actifig. 

19997. Q. Have you ever considered that biological law 
at all B 

A. {Mr. Ruid). — I am not a biologist. I am a business 
man, I think no n an can subsist in the world without 
food. 

19998, Q. What ha|3pens in practice is that all animals 
multiply up to the limit of food-supply. Your suggestion 
here that if you were to cut off exports of food the popu- 
lation in India would get more to eat is, I fear, a 
fallacy. 

A. (Mr. Bagaria).—liihmk that if you were to cut oK 
food-supply there will be loss of population. 

19999. Q* I suggest it to you that this argument could 
not be accepted as sound, that by prohibiting exports 
the population would get more to eat. I don*t think it is 
sound. 

A. {Mr. Mtiia).’-^Ym will admit that there is scarcit'/ v»i 
foodstnfiLS in India. We never imported Australian wheat 
before. We had, however, to import wheat last year, in 
spite of the fact that we were exporting foodstuffs. That 
shows that there is a deficit of foo l -supply.* 

20G00. Q. What is the reason for wheat being imported ? 

A. {Mr. Bagarid).'— There is scarcity of wheat. 

20001. Q- Why scarcity of wheat ? 

A. {Mr. Bagana).— Owing to famines. 

20002. Q. What is the cause of famines ? Is it due to 
rains f 

.A* {Mr. JBayana).— That was the peculiar condition 
last year. 

20003.^ Q. I believe your Association is interested in the 
cotton mill industry ? 

A. {Mr. Bagaria). — es, in mill industry. 

20004. Q. It is the opinion of your Association that a 
policy of protection would increase the amount of trade 
and multiply the wealth of this country ? 

A. (Mr. Ruid ). — Yes. 

20005. Mr. Coyajee : — Q.Tn answer to question 3 you 
say that you want a duty of 20 per cent.^to be pat on iron 
and steel manufactures and another duty of 25 per cent, on 
sugar and so <on. On what basis have \ ou calculated ihese 
ggares ? 


A. {Mr. Bagaria).--'Theve is a duty of 16 per cent, on 
sugar at present, but it is not sufficient. Therefore we 
advocate an increase of duty on that article to 25 per cent. 

20006. Q. Why .do you think that 25 per cent, would 
be sufficient P 

A. (Mr. Bagaria). — If 25 per cent, is not sufficient we 
woulc increase it still further. 

20007. Q. Then these figures are not arrived at after 
working them out P 
A. (Mr. Bagaria).— 

20008. Q. You want a duty of 35 per cent, on race- 
horses. Vv hat is the reason ? 

A. {Mr. Rvia). —The country-bred can run in Indian 
races as well as the English or the Australian horses. In 
order to foster the country-bred horses, if a duty is imnosefi 
on imported horses, I think the farmers and others who are 
interested in this will he much prosperous. 

20 09. Q. But in order to improve your breed of horses 
isn’t it better that foreign horses should be imported ? 

A. (Mr. Ruia). — But there is a breed here for breeding 
purposes. {Mr. Bagaria):.— lii^ a luxury which ought to be 
taxed. India is a poor country and it cannot send out 
tr-oney for such articles of luxury as race-horses. 

20010. Mr. T. Y. SeshagiH Aiyar\ — Q. As regards the 
marvellous progress which India is supposed to have made 
under free trade, you know that we have still to depend 
upon foreign lands for our matches, for our soap, for our 
glasses and for a large portion of our textile cloth? 

A. (Mr. iSwfa).— I have not said that India has made 
marvellous progress. 

20011. Q. You do not say that India has made marvel- 
lous progress ? 

A. (Mr. Raid).'— I do not agree with that. 

20012. Q. As a matter of fact in many industries and in 
regard to many matters you are awfully short ? 

A. (Mr. Yes, dependenr, upon other countries. 

20013. Q. The 263 mills that you have in this country 
are in no way commensurate with the population, with 
the extent of raw materials that you possess and otl er 
facilities that you enjoy in this country' P 
A. (Mr. Ruia).— Yes. The progress that ha^ been 
scribed as marvellous is in no sense adequate to the reouj fo- 
ments of the country. 

20014. Q. I see you are anxious to protect the htnd- 
lo(«ra industry. 

A. (Mr. Euia).—Yee. 

20015. Q. You would like the excise duty removed P 
A. (Mr. Yes. 

20016. Q. You object to the excise duty because it v.a5 
levied upon a very indefensible principle, naoiely, as a 
counter vailiog'dxxty in the interests of Lancashire P 
A. (Mr. Ruia). — Yes. 

20017. Q. Suppose there is ample protection given to the 
cotton industry by levying, for example, 11 per cent, or 20 
per cent. even. If the . | per cent, excise duty has the 
effect ol assisting the handloom industry, would yoxx object 
to it P 

(Mr, Bagaria^. — It there is ample protection for .the 
mill Industx’y, we have no objection. 

20018. Q. As regards this question of export duty, you 
say the effect of levying an export duty would he ttat the 
a^culturist would he driven to take to growing such other 
commercial crop as would bring him more money.. For 
example, if you are going to cheapen paddy and wheat, the 
agriculturist would be driven to growing some other 
material, say cotton 5 the result would be that there wonld 
be a greater shortage of food ’grains in the countiy than 
you wooid like. You are already complaining of shortage. 
Is that not to be avoided ? 

A. {Mr. Bagaria).— you mean in the case eff export 
duty on foodstuffs P 

20019, Q. Yes. By putting export duty on foodstuffs' 
the pjLddy-growei*, for example, would take to some other 
crop which would bring him more money. Isn’t it 
natural 

A. (Mf. Bagaria). — But mOot of the lands that now pro- 
duce foodstuffs are unfit for other purposes. 

20020. Q. Of course it is true to seme extent. lint take 
the case of Tinnevelly. There in certain seasons paddy will 
be grown and in others you will find that cotton is grown, 
whichever is more beneficial to the gi*oxver. Therefore if 
you are going to put a duty upon the export of grain and 
if lh( agricultxiriat finds that his paddy is not selling well, 
he w:ti cake to cotton-growing. 

A. {Mr. Bagariii). — We n ust remember this fact that in 
India agriculture is done by small agriculturists, and nipst 
of these agriculturists will sell their produ-ue as' soon ‘as'YI, 
is reaped. And throughout the end of 
as labourers. If the price of foodstuffs are 
that will he a benefit to them- ' , ' ' ■ s' ' ;:C , ’ ^ ^ - 

^ a ' 
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20021. Q. You ate talking of labourers, but I am 
talking of men -who, own lands. If you are going to put a 
duty on corn they may take to some other crop which 
will bring better return : and the result will bo that 
there will be shortage of food-supply in the country. 

A- [Mr, Buia), I do not think that if an export duty is 
levied the price of food will be so lowered as not to give 
him a margin of profit. 

20^22. Q. It is not a question of the margin of profit. 
The question, IS whether it would not induce the ngrioulturist 
to grow such crop as would bring him more profit. Is it not 
necessary that we in this country, about 330 millions, should 
take to growing and store f ood-,.»rains in the country ? 

A* (Mr. Buia), — Yes. 

30023. Q. Therefore your advocacy would have a ten- 
dency of reducing food crops ? 

A, (Mr. Bagarid).^ — As was pointed out, agriculture ^ is 
not generally done on a large scale, but only by people with 
small holdings. They will sell their output as soon as it 
is reaped. 

80024. ft. You are talking of labourers and not of 
owners? 

A. (Mr, ‘Agriculture is not being done on a 

large scale as it is done in America. We have in Raj- 
putana small farmers cultivating their lands. As soon as 
tbeir crops are reaped, they will engage themselves in some 
other labour throughout the rest of the year and they have 
got to pay for their food-supply. 

20025. Q. That may be. But where we have got larger 
holdings . and employ labourers if we find that it is not 
paying a good return we will turn to producing commercial 
crops. That is why I gave you the instance of Tinnevelly. 

' I can speak of T’richinfpoly in the same way. 

A. (Mr. Bagaria). — Cotton is not groWn in the same 
season as foodstuffs. If you grow grain you cannot grow 
cotton in the same year. 

20026. Q. Generally we cannot. If you grow wheat 
durinaf the first portion of the year, January, February 
and March, you can grow cotton afterwards? 

A* {Mr. Bagaria). — The land will grow only one crop in 
the year, either cotton or wheat. 

20027. Mr. B/iodes:^Q. In question 9 you seem rather 
to put forward^ a strong argument in favour of free trade. 
You say: ‘Ttisa well-known fact that the fortune of the 
richest merchants in India does not exceed a few crcrres, 
while in America and other manufacturing countries with 
highly^ developed industries, there are merchants whose 
annual income several times exceeds that sum.’* 


A. (Mr. Bagarza).--’Jt has been often made against the 
protectionist countries that we have got a large number of 
poor men and very few rich men. As far as our opinion 
»oes the general prosperity of America and the United 
Kingdom is much more different than what it is in India. 

200*38. Q. Then you are interested in a few rich men 
"than in the large number of the poor? 

A^ (Mr. Bagaria).-^We have to compare the labourers 
in India with those in America. The labourers there are 
better off than what they are iu India- 
20029. Q. But is not the reason for that given in the 
joint-family system ? The enormous population here ai'e 
content to live on very small holdings ? 

ui. BagaHa).-^\i there are mm^e rich people here 
they will start industries and they will give employment to 
labour and so' there will be general prosperity. 

TO30. Q: In regard to laereantile marine, is it a thin.- 
wtaiA jott wodd like to have built up in the near future? 

you think that the Indians will take to it and become 
officers and saulorsP 


, X (Jfv. ^«mh-Ye9. There are efforts'being mac 
tore^ve tue prejudice for travelling to foreign countri. 
and I tnink in a year or two the Marwaris will be free 
going to foreign countries. 

200S1. Q. lam very glad to hear that. There is son 
process. 

A. {Mr. B^aria).~-As soon as the western edueatii 
progresses tins prejudice wiU be removed and they will ' 
going to foreign co«inti‘ie8. 

20032. Q. As regards borrowing oapit'al, are you n 
borrowing capital for your business P , 

■X (Mr. .fiws't*).— fes, we borrow. 


A. (Mr. Bma). —Yes. 

- , 28034 Q. What is your objection to the country 

v money, hut we do not give them it 

^ Wff pay tbem intemt according to.the n 


20035. Q. Is it worth while borrowing money from 
England on a profit-shaving basis in order to develop your 
industries? 

A. We do not want to borrow on profit -sharing basis. 

20036 Q. You do not wane tnc profits to go out of 
the country? 

A. No. ^ 

20037. Q. In answer to question 22 you say: ‘‘The 
increased prosperity of Marwari merchants during the 
boom period was immediately the cause of substantial rise 
in the wages of labourers in Rajput ina.” Where did that 
money come from ? 

A. (Mr. Bagarid). — The money came from trade ; thpe 
WAS a large qumtity of exports. It was a general period 
of prosperity to Marwaris. 

20038. Q. Is theiv any objection on the part of tj^e 
people of Bombay to Marwaris making money here and 
taking money away? 

A. (Mu Bagcma). — There is no such distinction. We 
look upon the conntry as a whole. 

20i>39. Q. Have you had no objeciion from the people 
or Bombay? 

A. (Mr. Bagana).—! do not think there is any such 
prejudice « gainst the Marwaris. 

20040. Q. But the money is going out of the province ? 

A. (Mr. Bagarid). — You cannot separate provinces from 
one anothei*. We should consider the interests of Indja 
as a whole. 

2'‘041. Mr. Birla You said that the prejudice’ is 
being removed from the Marwaris of India about the sea 
voyage. You cannot get good captains and sailors from 
other communities nlso ? 

A. (Mr. Bagarid). — I am not here to consider the inter* 
ests of any particular community or province. We are here 
to consider the question from the point of vie^v of the whole 
of India. 

20042. Q. With reference to Sir Montague Webb’s point 
that there is no other tropical country which has made so 
marvellous progress industrially. I do not think, while 
framing our fiscal policy, it is at all necessary that "we 
should compare India vdth any other tropical country. 

A. (Mr.JBagaria).—A^Q are not to compare it with any 
other country. We are to look to the interests of India. 

20043. Q. About the deficit of foodstuffs in this. country, 
are you aware that last year, in spite of the huge cry raised 
by the public, the Government .sanctioned the export of 
vrheat to foreign countries p 
A. (Mr. Bagarid). — Yes. 

20044. Q. Are you aware that the people very well knew 
that there was deficit in this country and in spite of these 
cries the Government perodtted the export vdth the result 
that \ve had to import ^h^at from Australia ? 

A. (Mr. hagarid).'-T)x 2 i>i was a very unwise policy. 

20045 Q. That unw’ise policy was adopted because the 
Government and the European community have always 
been under the false impression that there is no deficit of 
foodstuffs. 

A. (Mr. Bag ana). — They think that we are producing 
much more than what we require. What we produce is not 
suflScient for our own needs. This you can see if you go to 
suburbs. If you go to villages you will see that the 
people there do not get all the food they require. 

20046. Mr. I£ant:’—Q,. To pursue the last point, about 
foodstuffs, what policy does vouv Association recommend 
to increase the production of food in India ? 

A. (Mr. Bagnria).7—y^& would employ modern methods, 
but fii’st of all we would stop the export of foodstuffs from 
India. 

20047. Q. How would that increase production ? 

A. (Mr.^ Bagarid). — That will not increase production 
but that will give sufficient quantity necessary for the people 
of India. Afterward.^ we would consider the question of 
improving our food-supply. 

20048, Q. You would get sufficient quantity if you 
reduce the price ? 

A. (Mr. Bagarid). — Yes, that will roduce the price. 

20049 Q. Will not that tend to reduce the production of 
foodstuffs ? 

. 4 " — As I pointed out to Mr. T. Y. Sesha- 

giri Aiyar, from dur experience of Rajputana we can say 
that India is a country- of small farmers. They sell their 
produce as sqon as it is reaped and then throughout the good 
part of the year^ they have to buy iiieir foodstuffs, and 
work as labourers in the mills \ if the prices are reduced 
they will be greatly benefited. 

2^ 050. Mr. Mant I am asking you whether that 
would not reduce the production. 

^ because there is demand iii the' 

£ j ri. 
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20051. Q. You gay that the stopping of exports will 
reduce prices ? 

A, Not much. ^ It will reduce temporarily. We have 
to tahe into consideration the speculators at Bombay and 
Calcutta. When speculation is going on, since there is a 
duty, the speculators will bring down the prices temp- 
orarily. But because there is demand in the countiy the 
prices will not reoiain at a low level. U here is a demand in 
the country itself for these things. 

20052. Q. But how ? Will there be any more demand 
than there is now, unless you reduce prices ? 

A^ Prices will be reduced in the first instance, as I have 
pointed out. 

20053. Q, You say that there will be more demand. 

-4. Thei e is demand. Prices will go up. The reduction 
in price will he only temporary. 

20i54, Q. What will you gain by your restriction ? 

4* Buia ), — The available quantity in the country- 

will remain in the country. (Mr, JBaqaria ), — People will 
get that supply of foodstuffs which they are not able to get 
at present. 

20055, Q. You say that they cannot get them at pre- 
sent ? 

A. Because we export them out of the country. How 
can they get that quantity which is exported ? 

20056, Q. They should get it if they are prepared to 
pay the price for it. Better prices are offered by people 
abroad. 

A, (Mr, B%da\ - We don’t want that. 

20057. Q. If you prevent exportation the people of this 
country will oe prepared to pay just the same prices as at 
present ? 

A, That will reduce prices. If there are no efforts made 
to improve the supply prices will go up again. But if 
. there are new methods introduced in the country to increase 
the produotion price s wall go down naturally. 

20058. Q. We are going I’ound in a circle. It is rather 
late and I do not want toitake up more time. I want to ask 
you one more question, and that is with regard to your esti- 
mate of the^-equirements of foodstuffs in your answer to 
question 33. I think you explained to the President how 
you got it, and I did not quite follow you. Will you please 
explain a little more fully how you got your estimate ? 

- A, I have taken § seer as the average food requirements 
f of a man- The population of British India is 250 millions. 
If you multiply 260 millions by 366 and by f seer, you will 
get 6 crores of tons as the total requirements of food. 

20G69. Q. You are taking the population of British 
India as all grown-up men ? 

A. I seer is not sufecient for a grown-up man. I have 
taken f seer as the average for an adult as well as for a 
child. It is the average for a unit of population. 

22060. Q. I seer is a very large estimate. Is it not ? 

We should not compare it Irom what people in the 
city take. We should consider it from the standpoint of 
th^ villager. 

20061. Q. Is it not rather a high figure ? 

A, 1 think that it Is an under-estimate. 

20062. Q, Have you worked out the figure of 6 crores 
of tonSiyourself P 
A, Yes. 

20063. Mr, Jamnadas Dwarhadasi^Q, We were told 
by a very experienced man who <3h.me as a witness before this 
Commission that the dldi^alty in India was not want of 
food, but that there is no money to buy food. Bo you agree 
with that view ? 

A, If you say that the figures X have given are not right 
then that question comes in. ^ 

20064. Q. Prankly speaking, I cannoij get accurate 
figures. 

A, But you can take it from me that what I have stated 
is not' wrong. 

20d65. Q, Would you qualify your answer in this way, 
that in years of scarcity or famine you w'ould advocate an 
export duty ? 

A, In years of scarcity I would recommend the total 
pj.*ohibition of export. 

20066. Q. Mr. Bhodes wanfedtoknow what you actually 
meant when you say that it i;% a well-known fact that the 
fortune af the^ richest merchants in India does not exceed a 
few crores, while in America and other manufacturing coun- 
tries with highly developed industries there are merchants 
whose annual income several times exceed*^ that sum. I 
take it that you only jYjean that the comparative wealth of 
the Indians and Americans is an indication of the genml 
level of prosperity. 

Am you take the wealth of India as a whole, or tie 
- -^alth per head in India, and compare it vrith the wealth 


per head in other coantries, you will find that our wealth 
per head is very low. 

20067, Q. Your idea is only to indicate that India is 
not as prosperous as other nations ? 

A, India is a poor country, and I have tried to slow that. 
20068. Q. There is one point I would like to ask you 
about. You state that you would exclude foreign firms from 
establishing themselves in India. You want to impose a 
conditnn that 75 per cent, at least of the cajntal should be 
Indian. I put it to you ’whether it is a practical proposi- 
tion. As a business man if such a condition is imposed 
upon you would you care to start industries ? 

A, J apan had restrictions * on foreigners holding pro- 
perty, etc. If we impose such a restriction in India and 
the foreigners do not want to come out on these terms, 
India should try to start her industries with her own 
capital. 

20069, Q, You will admit that there are many indus- 
tries in which you vould need the help of foreigners ? 

A, I have pointed out that there is no lack of capital in 
India. 

20070. Q, You ntay net be lacking in capital. If an 
industry ia going to be started in India it is going to be a 
great advantage to your revenue and to the country as 
a whole. Would you object to an industry being started 
on tho ground that the capital is foreign ? 

A, Indian labour will be employed in the industries 
started by foreigners. Excepting that, I do not see any 
other advantage. They will take away the profits of the 
industry, and any drain of the wealth of India is under 
present circumstances undesirable. 

20071. Q. You mean to say that they will take away 
the full profits ? 

A, I think so. 

20072. Q. Consider the question from this point of view. 

As you are advancing politically they will have to depend a 
good deal On Indian support in the Legislatures for the 
successful canying out of their policy. Is it not so ? 

A, Then we will consider the question from that point- 
of view. 

20073. Q. Even under present circumstances you have in 
the Legislative Assembly an elected majority. No question 
of policy can he decided unless you get tlieir support. 
That is our strong position at present, and considering also 
that you are making fast progress towards responsible gov- 
ernment, do you think that it is wise to restrict the estab- 
lishment of industries? 

A. I do not want to restrict the establishment of indus- 
tries. What I want to see is that we do not allow for- 
eigners to establish themselves here. 

'27074. Q. Will it not amount to restriction ? * 

A, If Indians are not willing to establish industries, 
then it will amount to a restriction. 

20075. Q, Suppose a foreigner wants to establish an in- 
dustry in India which does not exist here. You say, “ You 
cannot establish the industry unless 75 per cent, of the 
capital is taken in India,*' and suj^pose that these conditions 
do not suit him. Then wO won’t have the iudustry. That 
will mean that yc-u will not have that industry. On the 
contrary, if you have that industry in India, it is quite likely 
that the establishment of that itidostry will be followed up 
by the Indians themselveo" establishing such industries. 

A, I would rather progress slowly than allow foreigners. 
Suppose thHie is money hidden in the ground, and I want 
some capital to dig it up. If some person comes to me 
and Buys, I will lend you money, but give me whatever 
comes out of the earth,** I would get very little and I 
would naturally say, I would rather borrow money on 
more favourable terms.” 

20076. Q. I can understand your attitude if Indians 
were prevented from establishing that industry provided 
equal terms were given to both. 

A, The foreigners are able to command more capital than 
the Indians. I know of a recent case in which two Indian 
mills could not stand against a foreign firm, because it 
commanded more capital than the Indian firms. I nfban that 
the industries will pass into the hands of foreigners, and 
that is very bad for the country. 

20077. Q, Don’t yc^ think that it is admission of weak- 
ness on the part of Indians ? No self-respecting Indian 
wiU admit that. 

A, It is an obvious fact that we are not financially so 
strong as the foreignei’s. There is no admission of weak*' 
ness in it. 

20078. Sir Manakjee Dcodabho^'r^Q,^ On page 1 of 
your, evidence in paragraph 3 you say that the duty ' 
piece-goods and yarn should be increased from the 
rate to 20 per cent, ad mlorem to give 
tion to the existing milk. ' 
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here. There is no duty on yarn at present. Do yoti want 
to put an import duty of SO per cent, on yarn ? 

A. Yes. 

20079. Q, What are your reasons for recommending a 
20 per cent, duty on yarn? 

-:s.. At present other countries are able to produce cheaper 
than the Indian mills. Therefore we have advocated a 
duty in order to protect the mill industry. At present 
Japanese yarn of 20*s is available about two or three 
annas cheaper than the Indian yarn. 

20080. Q. At present? 

A- Yes, 

20081. Q. Would you put this 20 per cent, duty indi- 
scriminately or would you discriminate between the hner 
and coarser counts P 

A. We are not at present importing yam of lower counts 
than 20*8, because our mills are producing such yarn. If 
a duty is imposed of 20 per cent, on imported yarn that 
will only fall upon counts higher than 2( *s. 

20 82. Q. How will it atfect the handloom industry ? 

A‘ That win affect the handloom industry. But the 


Indian mills which are getting long staple cotton from 
Egypt and America will produce their own yarn, and there 
will be more production of finer yam. 

20083. Q, You think that the Indian mills will gradu- 
ally tahe to the production of the finer yarn and supply it 
to the handlooms ? 

A. Yes. 

20“»84. Q. So the hand loom will be affected only tern* 
porarily ? 

A, Yes. 

20085. Q. Is the margin so great as 20 per cent, at 
present between the foreign imports and the indigenous 
products ? 

A, I have pointed out that the Japanese yarn is avail- 
able iwo or three annas cheaper. 

20086. Q. What about the Eui'opean yarn ? 

A, It is not coming at all now. 

20087. Q. If this crisis passes away, it will begin to 
come in. Do you know wl^at was the difference between 
the price of the European yarn and the Indian yarn ? 

A, No. ~I cannot say. 


Witness No. 128- 


THE BOMBAY MIBLOWNERS' ASSOCIATION. 
Written Statement. 


20088. The Committee of the Bombay Millowners* Asso- 
ciation> having carefully considered the main aspects of the 
enquiry to be undertaken hy the Indian Fiscal Commission 
as indicated in the^ questionnaire issued by that body, are of 
opinion that the principal points at issue in regard to which 
they^ can most suitably express their views are comprised in 
Sections A, B and C of the questionnaire. For purposes of 
convenience they have accordingly followed in this memo- 
randim the general amangement of subjects adopted in the 
questionnaire and indicated generally their views on the 
matters discussed in the three sections in the order in which 
they appfear in the questionnaire. The relative number of 
the various questions is also given in brackets in each in- 
stance- / 

A— GeTieral, 

20089. A Revenue TaHff : — 

(1) The Committee are strongly in favour of a policy 

of protection ; they consider that a tariff 

(2) provides a more suitable form of taxation for 
, India than direct taxation, especially as direct 

taxation is so easily evaded, and that an increase 
in Cnstoms should always be adopted in pre- 
ference to-an increase in direct taxation. 

(5) The Committee consider that the existing tariff 

policy has proved detrimental to Indian in- 
terests, has hampered the progress of now indus- 
tries in the country by reason of the severe 
competition with imported products which it has 
entailed, and is likely to continue to operate to 
the disadvantage of Indian industries so long 
as it remains in force. 

(6) ' While registering their finn adherence to the policy 

of protection the Committee do not approve, in 
, theory or practice, of the imposition of acoun- 
teryafiing Excise duty in .the case of any 
article with the possible exception of spirituous 
’ liquors. 

20090. A IpTotective Tariff : — 

, (9j The Committee consider that the tariff should Be 
fi'amed in future with a view to foster Indian 
industries and, in particular, to protect nascent 
industries in this country against competition 
feom old established arid highly"^ organized in- 
• dustrial concerns in other countries. 

(10/ Provided the protection afforded by ^e new tariff 
is adequate, the Coinmittee see no reason why 
India should not become, in due course, independ- 
, ent of other countries in regard to the bxdk of 
her requirements of maimf actured goods. 

; (Jl) JUie Committee are £spo^ to limit the appliea- 
' I./ ^ ^ prot^Hve duties to the extent deserihed 

paragraph A of this memorandum, in which 


event the duties would not he required in the 
case of certaio articles already manufactured ih 
this country, the quality and qnantity of which 
are in themselves adequate protection against 
the. competition of the imported goods. 

(12) With regard to the manner in which the discri- 
mination suggested in the foi'egoing paragraph 
should be exercised, the Committee consider that 
protection should he extended in the first 
instance to those industries' which are most 
likely to attain, within a reasonable period, to 
such a stage of development and organization as 
subsequently to render the imposition of the 
duties in their case unnecessary. An example 
in this connection is furnished by the hosiery 
trade, the imports into India under which head- 
ing are -^^ery heavy but the development of which 
India is in a particularly good position to under-, 
take on account of her natural resources in the 
shape of both raw material and cheap lahoui*. 

20091. The presence in the country of the raw materials 
is a further factor which, in the opinion of the 
Committee, should receive due consideration in 
the selection of the industries which require pro- 
tection, while so long as certain foreign exchanges 
remain at their present abnomally low level, 
certain industries, already established in the 
country, e.y., the iron and steel trades, cotton, 
blanket trade, etc., might with advantage receive 
tempoi’ary protection \mtil such time as they 
were ia a position to maintain themselves against 
foreign competition. 

(13) The Committee have only dealt, in the foregoing 

paragraphs, with the question of industries 
already in existence in this country. ^ They are, 
however, also of opinion that it is desiralJle, in 
cases where the consumption of the goods to he 
produced is sufficiently large, to establish new 
industries hy means of a protective tai*iff. More- 
over^ they consider that this should be done es- 
pecially in the case of “ key ” industries. Ex- 
cept in the case of such industries, however, 

(14) The Committee consider that protection should he 

confined to industries which are likely after a 
period to he able to face competition without such 
assistance, although they are not disposed, in the 
, casFB' of new industries, altogether to prohibit the 
establishment of industries which might even- 
tually be found to require continuous assistance. 

(15) -Subject to the proviso that the necessity for such 

assistance must be clearly established in each 
instance, the Committee are disposed to' ^ant 
special protection against foreign goods 
by such measures as dumpily, boxmties, 
or transport concessions, , * - 
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(l6 She dommittee ai*e strongly in favour of tlie main- 
tenance of the cotton hand-loom industry. The 
industry in question enables a large proportion of 
the agricultural population of India to supple- 
ment their resources and, properly organized, 
hand-looms can be made to compete profitably 
^with the product of the power-loom in certain 
styles of cloth. The Committee do not consider, 
however, that the manufacture of coarse goods is 
likely to produce the desired result, as in their 
opinion the future of the industry depends upon 
the extent to which it confines itself to the styles 
of cloth which are diflScult to manufacture on the 
power-loom and, on that account, will always find 
ii' ready market, 

(17) The Committee have considered the possibility of 

protection of the nature indicated in this memo- 
randum being likely to lead to combination 
, among the protected manufacturers, but they can- 
not ^ see any possibility of such a contingency 
arising either in the early stages or in the 

(18) visible future. On^ the other hand, they consider 

it likely that British or foreign industrial firms 
will endeavour to establish themselves in India 
in order to obtain the benefit of the protective 
duties, and, at any rate in the case of British 
firms, the Committee consider that such action 
would be to the benefit of the country. 

(19) The Committee see no reason to believe that the 

conflicts of interests between producers of raw 
material and manufacturers, although bound 
to occur under any system of protective duties, 
are likely to be more numerous or difficult of 
adjustment in India than in other countries 
where similar conditions obtain. 

20192. Iljfect of Frotection on prices and on the con” 
sumer : — 

(20) The Committee consider that the question whether 

the incidence of import duties falls in the last 
resort upon the consumer depends very lai^ely 
upon market conditions, but that the tendency 

(21) is certainly in that direction. A rise in , the price 

to the consumer occurring as a direct result 
of a protective duty need not necessarily be per- 
manent as BO much depends both on the aforesaid 
market conditions, and also on the stage of de- 
velopment which the Indian industry has reached. 

(22) In any case the Committee are willing to accept an 

increase in price to the consumer for the benefit 
of Indian industrial development and they con- 
sider that such questions should be viewed 
. (23) from the standpoint of the interests of the country 

as a whole and the benefit which it is likely to 
derive therefrom. 

' (24) Assuming that an increase in the tariff rates would 
tend to increase the cost of living in India the 
-Committee are of opinion tliat, so far as the in- 
; , dustrial and agricultural wage-earners were con- 
% cemed, their wages would very soon rise in pro- 
portion, and in that order, but that the middle 
classes would suffer for a time as their wages or 
^ salaries do not bear the same relation to the cost 
* of living. 

20r9B. Effect of Frotection on Foreign Trade ; — 

25) The Committee consider that the adoption by India 
of a policy of protection would have no material 
effect upon the foreign trade of the country and 
at the same time would improve the general com- 
mercial position as it would tend in time to effect 
an inci^ase in the value of the export trade of 
the country through the substitution by degrees 
of semi-manufactured goods for the raw materials 
which at present form the staple exports. 

20 09-1. Use of Tariff for bargaining ; — 

(26) The Committee concur in the suggestion that the 
existence of a tariff wldch could be used as an 
instrument for hargaiiiiug with other countries 
would he advantageous to India and they would 

(27; accordingly recommend the adoption of general 
and special tariffs, the latter to be applied to 
countries from which India received favourable 
treatment. ' If, however, the tariff were ^ 

(28) intended to be used in the above manner it would . 
be necessary to render it more detailed than it is 
at present. 


2009o. Organisation for investigating the claims of indus*- 
tries : — 

(29j) In view of the necessity for the exercise of the 
utmost care and discrimination in the selection of 
those industries which required the assistance of 
protective duties in the early stages of their de- 
v^elopment, the Committee consider that a perma- 
nent organization for the settlement of claims in 
that connection should be established and that 
such a body might also be entrusted with the task 
of effecting the periodical adjustment of the tariff 
rates^ which would he necessary. The final deci- 
sion in regard to all^such questions, however', must 
of necessity rest with the Indian Legislatiu’e. 

20096. Export JOuties 

(30) The (Committee are strongly of opinion that export 

duties should only be imposed for the purpose of 
preserving intact the food supplies of the country, 
particularly in the event of possible famine. 
Under no circumstances do the Committee con- 
sider that export duties should he levied for 
revenue purposes as they merely tend to dis- 
courage trade in the commodities taxed, particular- 
ly if the country imposing the duties does not 
possess a monopoly of the articles in question. 

(31) In the ease of India the only articles on which a 

small export duty could he levied without serious 
consequences are . jute, shellac and, to a suialler 
degree, tea ; hut, as already stated, the 

(82) Committee do not consider that the imposition of 
such a duty for purely revenue purposes or, in 
the case of a raw material, in order to encourage 
its retention in India either for purposes of manu- 
facture or any other purposes, is desirable. 

(33) The imposition of an export duty on foodstuffs is 

only ^ defensible in extreme circumstances, and 
provided the utmost caution is exercised in regard 
to both the manner of its application and the 
period for which it is imposed. As already stated 
in the preceding paragraphs, the only circum- 
stances m which the Committee can envisage the 
necessity for such action are the existence of 
famine upon a large scale, in which case, while 
agricultural interests would suffer to a certain 
extent by reason of the duty, the Committee do 
not consider that such a contingency would have 
any effect upon the quantity of foodstuffs pro- 
duced in the country. 

(34) The Committee do not consider it advisable to im- 

pose an export duty on a raw material in retalia- 
tion for an import duty imposed by a foreign 
country On the manufactured articles as, in their 
opinion, the result woxild merely he that the raw 
material in question would be exported through 
another country in the first instance. In cases 
where, however, the cost of transhipment rendered 
it impossible for the payment of the duly to be 
evaded in the above manner, the Committee see 
no objection to the use of an export duty in that 
connection solely as a means of retaliation. 


B.—lmperial Preference. 

20097. (35) On general grounds the Committee are 
favourable to the idea of Imperial Preference and 
they do not consider that India, by adopting the 
-policy of Imperial Preference to the limited ex- 
tent proposed in the following paragi'aphs, is 
likely to incur any appreciable economic loss. At 
the same time they do not consider that India 
would be justified in pursuing the policy if it 
eventually became apparent that such a loss was 
inevitable, and on that account the Committee re- 
commend, if it is decided to adopt the policy of 
’ Imperial Preference, that India’s right to with- 
draw from the undertaking should be reserved, 

(36) The Committee are strongly of opinion that pre- 
■ fereutial rates of duty should only be granted to 

the United Kingdom and such of the Dominions ' 
as are prepared to extend to Indians the same 
lights of citizenship as -their own citizens enjoy 
in this country. 

(37) Inasmuch as the Committee are only^ prepared to 

recommend the adoption of the policy of Impe- 
rial Preference to the same d^ee hat; 



Soiitli Africa, they do not anticipate any material 
gain or loss to India will be caused thereby, nor, 
for the same reason, do they apprehend any like- 
lihood of retaliation by foreign countries against 
India. 

(38) As is stated in the preceding paragraj)!!, the Com- 
mittee favour the adoption by India of the sys- 
tem of Imperial Preference in force in South 
Africa which, they understand, consists usually 

(39j of a rebate of 3 per cent, ad valorem and might 
be applied to certain classes cf piece-goods, 
metallic ores, motor cars, etc., only goods for 
which India is likely to have to depend on other 
countries for some considerable time to come. 

(40) If the preference is effected only by^ means of an 
increase in the present import duties on goods 
imported from foreign countries, the Committee 
do not consider that the price to the consumer 
would necessarily be raised thereby as so much 
depends upon the proportion in which the 

1^41) imports in question are shared by the United 
Kingdom aq^ other countries. In any case they 
do not think either the balance of trade or India’s 
trade position generally is likely to be affected 

(42) in any way by the introduction of a system of 
Imperial Preference on the lines suggested in 
this memorandum. 

The Committee, however, are emphatically opposed to 
the introduction of any indirect method of pre- 
ferential treatment similar to that attempted two 
years ago in the interests of British mauufac- 

^ turers, when the Q-overnraent of India, by means 

of an executive notification, placed unnecessary 
and unfair restrictions upon the import of dyes 
into India from countries other than the United 
Kingdom and thus practically forced both mer- 
chants and consumers to purchase their require- 
ments from British manufacturers to the exclu- 
sion of others. In the opinion of the Committee, 
such a step tends to create a monopoly, constitutes . 
the grant of a subsidy to British manufacturers 
at the cost of India, and is inconsistent with the 
idea of free trade even within the Empire. 

C.— Manufactures. 

20098. ’43) The membership of the Hombay Mill- 
owners* Association is representative of 90 per 
cent, of the cotton mills in Bombay. 

(44) Tbe Committee consider that the textile industry 

in this country enjoys many natural advantages, 
prominent among which are the proximity of the 
raw material, an adequate supply of labour and 
its location in a Jieavy consuming market. 

(45) The Committee consider that the textile industry 

is practically essential to the national security 
and also of substantial importance to the econo- 
mic prosperity of India, 

(4*i) The state of organization and equipment of the 
industry varies with the different sections of the 
trade. So far as the cotton spinning and weaving 
' section, however, is concenied the industry is in 
a fair state of organization and equipment for 
the spinning of yaras up to 30s count and the 
weaving of cloth, both grey and coloured, from 
those counts, ^ The bleaching, dyeing and finish- 
* ing trade is similarly situated but in spite of the 
heavy consumption of imported hosiery and 
printed goods the laJfcter branches of the trade ai'e 
practically non-existent in India. 

(47) The chief markets for the sale of the two staple 

outputs of the industry, namely yarn and cloth, 
are, for yarn, India, Burma, China, Egypt and 
the Levant. The principal markets for cloth are 
India and Burma, but it is also exported to‘ Aden 
(tor tbe Abyssinian, 'Arabian and Somaliland 
markets). East Africa (from Mombasa to Durban), 
chiefly for the native population of the eoastline 
districts, and the Persian Q-ulf, including, Meso- 
potamia and Persia. the* latte country a 

•certain am'ount of Indian cloth also ffnds its way 
into Turkestan and the Bokhara mairkets, and, in 
the case of exports to 3uma, through iiat coun- 
try; up into the UJ^nese hinterland. 

(48) .Tte' industry .Ite to meet* competition, which varies 

e&sses’ of both . yarn and cloth, 
:^hqthtte*fe^BarUmarket and the other rackets 
in:! feeding .paragraph. ""A few 
be cited as exaraph^ : — . ^ 


YAHK.-^-(a) Indian Mabket* 

20099. So far as counts from 30b upwards, both double 
and single, are concerned the most serious com- 
petition comes from the United Kingdom, but 
the industry can more than hold its own in 
counts below 24s. Competition in the higher 
counts also comes, in a lesser degree, fi’om 
Japan, while, mainly on account of her depre- 
ciated currency, Italy has entered the market 
for counts from 16s to 30s. 


(5) Edsewheee. 

In the China market competition from tiapan, parti- 
cularly^ in counts from 16s upwards, has for 
some time past been very heavy and tbe Chinese 
mills are evidencing a tendency to compete with 
success in counts from 10s to 16s also. 


Cloth. («) Indian Market. 

20100. In cloth again the United Kingdom is India’s 
principal competitor in the home market for the 
finer classes of goods, while the United States of 
America compete in drills, ^ cabots and ^ low 
quality shirtings, and Japan in coarse shirtings, 
drills and grey longcloths. The latter country 
has also during recent years turned its attention 
to better class fabrics with some measure of 
success. A considerable quantity, however, of 
the American and Japanese competition is in 
goods which are subsequently re-exported from 
Bombay. In normal years competition is ex- 
perienced from Italy, Belgium and G-ermaiiy in 
low suitings and blankets, but at tbe moment 
the only serious competitor in those lines, and 
this only in cotton blankets, is Gennany. 


(b) Elsewhere. 

In {he East African markets competition in low class 
sheetings from the United States, Japan and 
Belgium is experienced, while in the Straits 
Settlements the market has been almost entire- 
ly wrested from the Indian mills by the same 
countries. 

20101. (49) From the preceding paragraph it will be 
observed that India’s chief competitors, both in 
the home market and elsewhere, are Japan and the 
United States. Of these two countries experience 
has shown that the competition from America is 
periodic in character and coincides with periods 
of trade depression in that country. It cannot 
be said that tbe American industry has any 
undue advantage over India except that the 
Indian markets are available, and ate so used, 
as a dumping ground for the excess of output 
intended, as a rule, for the Chinese and Levant 
markets. Japan, on the other hand, certainly 
possesses^several advantages, prominent arfongst 
those which may be described as natural ones 
being the fact that the textile industry in that 
country has a superior type of labour upon 
which to draw. An additional advantage, pure- 
ly of its own contrivance, lies in the fact* that 
the marketihg of the goods is encouraged by 
tbe provision of cheap transport facilities. 

(50) For the reasons above given it will be apparent 

that the textile industry in this country 
requires proteotionan respect of certain branches 
of the trade, such as — 

(1) hosiery; 

(2) calico printing ; 

(3) cotton blanketsw 

(51) Of the above the manufacture of might be 

instituted immediately adequate protection in 
the shape of heavy import duties on -^e import- 
.ed article is forlhcoming, while the cotton 
blanket industry will only need protection until 
suoh time as economic conditions on the Conti- 
nej^t approximate to the normal again. 

20102, The position of the calico printing industry is, 
however,^ somewhat different and the Committee 
are hot disposed to recommend its claim for Qpn- 
sideration until such time as they “ 

that those responsible for i^s promo^“ 

I>osition io embark on ” 

.ciently la^e scale to rendef 
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or expedient. In the case of both the hosiery 
and the calico printing trades protection upon 
an extensive scale will he necessary for some 
considerable period in the first instance and 
thereafter upon a somewhat lower scale for a 
further period though not necessarily for all 
time. 

(<'3j The present depressed condition of the foreign ex- 
changes is responsible in part for the severe 
nature of the competition which the Indian 
industry has to face at the moment, particularly 
154) in the case of cotton shirtings and blankets from 
Belgium, cotton blankets from Germany and 
' yarn and fancy brocades from Italy, and an 
improvement in the position in that connection 
(55) can only be expected when the exchanges in 
question return to normal, although a tempo- 
rary increase in the import duty in certain cases, 
e.y., cotton blankets, might alleviate, the situa- 
tion temporarily. 

(56^ The successive enhancements of the tariff which 
have been effected since 1916 have benefited 
the industry in the sense that they have led to 
a corresponding increase in both the operatives* 
wages and the profits of the mills, but it is 
difficult to estimate with any degree of certainty 
the exact effect of the higher tariff as the issue 
has been clouded first by the high value of the 
rupee, which tended to counteract the increased 
duty, and later by the recent agitation for 
the use of Khadi and Swadeshi goods. 


(5S) The finished product of the spinning section of 
the textile industry, namely yarn, is used ex- 
tensively throughout India by the hand-loom 
industry in the manufacture of saries, carpets, 
dhurries, etc. 

(59) The bulk of the cloth produced, on the other hand, 

is delivered to the consumer in the same form 
as it leaves the mill, hut it is also treated as 
raw material by certain other industries, the 
chief of which is that engaged in the manufac- 
ture of tents, kit hags and other stores, usually 
for military requirements. In the same way 
the textile industry uses as its raw material the 
finished products of several other industiyes, 
ms;,, Belting, China Clay, Magnesium Chloride, 
Indigo and various indigenous dyes, Caustic 
Soda, Sulphuric acid, tallow, soap, starches and 
sundry mill stores. 

(60) The Committee, in conclusion, are strongly of 

opinion that the extent of the protection to he pro- 
vided in the case of each industry should be 
regulated according to the requirements of that 
industry and that the ultimate aim and object 
of any system of protective duties must-be the 
reduction to an absolute minimum in due 
course of the amount of protection afforded. 


Bombay, 

IQth February 1922* 


} 


C. B. SAYER, 

Secretary, 


The Commission met at 11-5 on the morning of Monday, the 27th instant. Mr. Petit and Captain Sassoon, represent- 
ing the Bombay Mill owners* Association, were called in and examined. 


(The answers were generally given by Captain Sassoon. 

20103. Q. Gentlemen, you represent the 

Bombay Millowners* Association? 

- A* (‘Mr. Petit) Yes. 

20104. Q. In answer to cjuestion 5 you say The Com- 
mittee consider that the existing tariff policy has proved 
detrimental to Indian interests,. has hampered the progress 
of new industries in the country by reason of the severe com- 
petition with imported products which it has entailed, and is 
likely to continue to operate to the disadvantage of Indian 
industries so long as it remains in force.** Will you please 
explain how you came to these conclusions ? 

A, (Mr. Petit) The hignly technical product of European 
countries has caused such a severe competition that the 
Indian products have absolutely no chance against them. 

20105. Q, You mean through a free trade policy. Is it ? 

A vMr. Petit) Yes. 

20106. Q, “hat is to say, your view is that under the 
present policy it has not been possible for the Indian indus- 
tries to successfully compete with the foreign. industries in 
spite of natural advantages ? 

A* Quite so. 

20107. Q. In answer to question 36 you say ; ** On general 
grounds the Committee are favourable to the idea of Im- 
perial Preference and they do not consider that India, by 
adopting the policy of Imperial Preference to the limited 
extent proposed in the following paragraphs is likely to 
incur any appreciable economic loss.** ' Assuming for 
argunient*s sake that the policy that you advocate would 
entail an appreciable economic loss, would you still he in 
favour of -Imperial Preference P 

. course not. (Mr. F etit) So far as I am personally 
conc^ne^ I may say that I am not in favour of this. It 
is the view of the Committee. ^ (Captain Sassoon) As long 
as there is no loss, only a very inappreciable loss, the policy 
of Imperial Preference is supported. But if it meant any 
'serious Joss, then our Committee would not have it. 

^108. Q, Don’t you see, Captain Sassoon, that these 
words serious and appreciable do not have any definite mean- 
ing? You use the word " inappreciable ” to the extent that 
your Committee meant to use it ? 

A, I think the Committee voted for Imperial Preference 
from what you might call a sentimental point of view. 

20109. Q. Therefore you are not much in* favour of 
Imperial Preference if it would involve economic loss to the 
country? 

At Exactly go. 


Wherever Mr. Petit replied his name has been indicated). 

20110. Q, In answer to questions 37, 38 and 39 you re- 
commend the adoption of the policy of Imperial Preference to 
the same degree as it exists in South Africa, which you say 
consists usumly of a rebate of 3 per cent, ad valorem and 
might be applied to certain classes of piece-goods, metallic 
ores, motor cars, etc., e.e., only goods for which India is likely 
to have to depend on other countries for some considerable 
time to come. • You know that any preferential treatment 
that you give would benefit the Empire countries to that 
extent Otherwise, there is no meaning in it. Therefore 
B per cent, ad valorem in favour of Empire countries would 
benefit the Empire countries to that extent at the cost of 
the Indian consumer. 

A* Not necessarily. 

20111. Q. Will you please explain it? lam very much 
interested to know what your answer to that question is, 

A, There is only a very small percentage in favour of 
Empire countries. So much depends on market conditions 
and outside conditions that it would he very difficult to say 
exactly how it will work out, and whether actually the 
consumer would have to pay. . 

20112, Q. That is a general proposition with regard to all 
import duties. Is it not ? There are the transport charges, 
the middlemen’s profits, and several other things. 

A. It is a question of the percentage the duties would 
form to the total charge. 

20113. Q. Assume that both conditions^ are the same. 
Assume that the duty oh certain classes of piece-goods from 
England was 7 per cent, and on identical goods coming 
under identical conditions from Japan and Germany was^ 
10 per cent. Would not the value here be regulated on the 
10 per cent, basis, everything else being the same ? ^ 

A. No. The advantage which Great Britain would then 
have over Genfiany being very small, it is more than possible 
that Germany might be prepared to take 3 per cent, less for 
her goods. It might mean smaller profits to Germany. I 
do not think the price to the consumer would vary very 
much, especially in the case of piece-goods, 

20114 Q. What would he the benefit to England of the 
preferential treatment then? ^ ' 

A, I he benefit would he tliat England will he able to 
resist the attacks of, say, Japan rather more easily than she 
would otherwise. 

20116. Q. If there is a benefit it results to England in one 
of two ways. Either she more successfully competes wiili 
Japan by the benefit she secures -in Ihe differential duty , or 
Japan is unable to compete. 

A* 1 think we have to mention the amount ^ the, 

I think what you have said wall be entiiely t%M if 
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large duty. But if it is restricted to 3 per cent., if there is 
any difference at all in the import price it will he negligible. 

20116. Q, That is to say, the foreign country which 
competes will manufacture at reduced rates ? 

A. If it is only 3 per cent. 

20117. <3. Three per cent, at the present rate is 25 per 
cent, of the total duty. If the duty is 60 per cent, it would 
he negligible. If it is, say, 10 per cent., 3 per cent, is nearly 
25 per cent. 

A, May he 26 per cent, of th.e duty. A commercial man 
does not think of it in terms of the duty. He only sees 
how much is added' on to the cost. 

^>118. <8* Will his price he calculated on the 7 or 10 per 
cent, basis f 

A, Ji means to say that he is going to take less, by this 
handicap, to the extent of 3 per cent. But I am prepared 
to admit that personally I doubt whether this is going to be 
,a very material advantage to the home country. 

20119. Q, The point is this. Imperial Preference is 
either materially advantageous to the Empire counkies or it 
is not* If it is an advantage, then that benefit is paid by the 
consumer. If it is not, if the consumer pays nothing, it is 
of no value. 

A. It may be of no value. I am not saying that this 
3 per cent, is of any value. 

20120. < 3 . But it must be either the one or the other ? 

A, I have already said that the Committee’s idea is this 
as a graceful compliment they are prepared to suhscribe to 
Imperial Preference. But they do not intend that it should 
go further than that. (Mr. Petit) It is my Committee’s 
resolution, Sir. I want to make it clear that I do not agree 
with it. I have the permission of my Committee to say so 
here. 

20121. (J. In your answer to question 42 you say “The 
Committee, however, are emphatically opposed to the intro- 
duction of any indirect method of preferential treatment 
similar to that attempted two years ago in the interests of 
British manufacturers when the Government of India, hy 
means of an executive notification, placed unnecessary and 
unfair restrictions upon the import of dyes into India from 
countries other than the IJnited Kingdom and thus prac- 
ticallv forced both merchants and consumers to purchase their 
requirements from British manufacturers to the exclusion 
of others.” If preferential treatment is likely to produce 
such results you would be opposed to it empbatically ? 

A, Yes, I may point out that in our answer to ques- 
tion 43 tbere is a misprint. 90 per cent, is wrong. The 
clause should be “The membership of the Bombay Mill- 
owners’ Association is repesentativ^ of 84 per cent, of the 
cotton mills in Bombay.” 

20122. Sir Mmakjee DadMioy* — Q. I suppose 90 per 
cent, includes oulfcside mills P 

A. It is 37 per cent, of those in India and 84 per cent, 
of those in Bombay. If you take spindles the Association 
represents 85 per cent, of the spindles in Bombay and 50 
per cent, of those in India. 

20123. President, — Q. Ih answer to question Ho. 60 you 
say: “ For the reasons above given it will he apparent 'ttat 
the textile industry in this country requires protection in 
respect of certain branches of thekade, such as (1) hosiery, 
(2) calico printing and (3) cotton blankets.” Are these 
things manufactured in India at present ? 

A, Yes, 

201^, Q. Are you unable to stand competition with 
Japan in the manufacture of hosiery ? 

At present we are unable to compete. 

9* compete even with the 7| 

per'e^ti ^yte^on which you get out of the revenue ? 
Petit) We are not aMe to compete, 

201 26« Q, Why is this so with all your natural advau- 
t^es ? ' . 

A, I don't think that one would he likely to embark on 
alaa^o^e of manufacture on hosiery with only 7\ percent, 
promticra. Anyway that is the view of my own particular 
fiJIh. ■ 

20127 . Q. What is tie Committee's view P 

^tbeCwnnjiitee’sviev isliat they need protection. 
As&rasiow^Moonceniedjif protection is given, the 
indnstey co^d he hdli up very rapidly into one that might 
need protection perhaps less and less later on, 

20128. Q, How much protection would you want ? 

A^ I would suggest 25 per cent. 

20129. Q. Cali^ printing is not done in India P 
A, Only very little, two or “feree mfils, but course 
calico printing is very difficult It has to be done on a very 
l^’ge scale and in groups as is done at home. It cannot be 


done really successfully by individual mills. This would 
probably need a greater protection than the hosiery would. 

20130. Q. You have used the words “heavy, import 
duties.” I want to knojv your idea., 

A, Our Committee did not go into the question of per- 
centages but I would suggest for some years at any rate of 
a duty of 40 per cent, to give tbe necessary protection. 

20131. Q. And for cotton blankets ? 

A, (Mr. Petit) It is one which would probably only need 
protection temporarily and I suggest 25 per cent. 

20132, Q. When we are dealing with these three branches 
of the cotton industry, I should like to draw yoar attention 
to the fact that several witnesses in other parts of India 
have brought to our notice that the cotton mill industry 
has made enormous profits during recent years. Have you 
by chance worked out what your average profit before and 
during tbe war period on the entire capital invested in a 
factory comes to. For instance the capital of these 
big concerns is divided into three ^ parts ; some 
companies have got ordinary share capital, preference 
share capital, debenture capital and working capital, and 
the total amount of capital so employed resulted in the 
profits that arose. 

A, (Mr, Petit) It is very d.iffioult, Mr. Chairman, to 
decide on what basis you are going to estimate the capital 
If you take the capital as being the replacing cost, say, of 
the industry last yeai*, you would probably find that the 
return is not an extravagant one, hut if you take only the 
actual cost based on times when machinery and land and 
buildings were cheap, it would probably te a very large 
return and it would vary from mill to mill from the point of 
view as to when they were built and therefore what extra 
advantage the rise in prices gave in each particular case. ^ 

20133. Q. You have gone away from the particular point. 

I am leading up to this point, when you are asking for , 
such heavy protection. 

A, Only on certain articles, we ask for heavy protection. 
20134. Q. I know, I am generally dealing with the whole 
industry and the profits made hy the industry as a whole. 

A, (Mr. Petit) We are not asking for heavy duties on our 
industry as a whole. 

20135. Q. My point is that the industry as a whole has 
made enormous profits, f^ome parts of the industiT may not 
have yielded equally large profits, hut that would not be a 
sufficient reason to increase the piotection. I am now dealing 
with the industry as a whole and I quite realise the point 
which you have made that the profits would depend upon 
the original cost of the factory and the cost of replacement. 

I don't want to enter into that question. Assuming that 
the profits are to he worked out on the original capitm,- even 
then there are three different classes of capital. Ordinarily 
the capital is obtained thus, ordinary share capital which 
takes the profit or loss ; the debenture and preference share 
capital whose income or say return from the industry . is 
limited to the percentage at which that money is borrowed ; 
and the working expenses which are borrowed at a fixed rate 
of interest either from the Managing Agents or from the 
Banks. Now in the allocation of the profits we will say 
that a fixed rate of interest is paid on the working capital, 
a fixed rate of interest is paid on the debenture and prefer- 
ence capital and tbe balance is the profit or loss of the , 
ordinary shareholders. Is it not so ? 

A, That is so.* 

2013^. Q, Now instead of working on that basis you work 
out a uniform rate of return on tbe total capital invented, 
wbat would be your return ? Can you tell us ? 

A, (Ml*. Petit) I have seen some figures. It is not more 
than 10 per cent. 

20137. Q. We have been told 100 per cent, and 200 per 
cent. 

A, On the ordinary capital perhaps. 

20138. Q. The factory can only he worked successfully 
by the entire capital in whatever way it is obtained. 

A. If you take into consideration the working capital 
which might have been borrowed from Banks is, ot Managing 
Agents, I would he prepared to assert thai it would certainly 
not be more than 10 per centi . % . 

20139. q; Can you give us at your leisure hy working 
out the result of two or three or even five companies ou the 
basis I have mentioned and send it on to the Secretary ? 

A. Will you take into account the assets, and if so, at 
what rate ? 

201 4i0. Q. Take the value as published in the Balance 
Sheet. 

A. If we take the Balance Sheet of mills that may.haye . 
been sold to another company at the top of Ito .Tb'ooni ‘ feme, ^ 
the return would be a great deal less than even ' 

20141. Q. Take normal conditions where A 

not changed hands or take a few thoaev^ho baye’^q|^:^f 
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changed hands and f onr or five of those who have and give 
us the figures in two or more groups. 

A* (l£e witnesses have agreed to prepare a statement 
and submit to the Commission.) 

20142. Sir Manahjee Dadahho^f^, — Q, You have got in 
your Association millowners outside the Bombay Presi- 
dency too, 

A. Yes, we have, 

20143, Q, I understand that your Association is in favour 
of a cautious, well considered and scientific system of 
protection, 

A, (Mr. Petit) The majority of them, 

20144, Q, Well, then 1 will put on record that the written 
evidence represents the views of the majority of your 
Association, 

A. ( ^:r. Petit) So far as Imperial Preference is concerned. 

20145. Q. And the rest is unanimous. 

^ A, ( vir. Petit) Yes. I thought that your former ques- 
tion related to Imperial Preference. 

20146. Q. Except the question of Imperial Preference, t the 
rest of the opinion is unanimous. 

A, Yes. 

^ 20147. Q, In the opinion of your Association this protec- 
tion in order to be effective should be adequate. 

A. Yes. 

20148. Q. And the divergence of the protection will 
depend upon the merits of individual industry. 

A. Yes. 

20149. Then I find from your written statement that 
your Association is in the first instance inclined to give this 
treatment to industries that are already in existence. 

A, Yes. 

20150. Q, That should be the primary consideration of 
this Commission. 

A. The main thing is to foster indigenous industries. 

20151. Q, Which are in existence. 

A. As they are most in need. 

20152. Q. You have also ashed that protection should also 
be extended to establish new industries by means of a protec- 
tive tariff. 

A. Yes. 

^153. Q. On this question we have had divergent 
opinions. In some parts of India which we have visited, we 
have been told that, if protection is to be given, it should 
be confined strictly to industries which are in existence and 
which are struggling. Have you got any special reasons for 
recommending protection for industries which have not been 
started, which have not been tried and which have not been 
experimented in this country ? 

A, (Mr. Petit) There is no industry which cannot he Start- 
ed in this country. With abundance of raw materials in this 
country, there are very few industries which can 
successfully compete ' with the highly specialised products 
of the West unless they are given adequate 
protection in the early stages of their ^ development. 
In spite of our enormous advantages of climate, of raw 
rfiaterials and of labour, it is impossible for India to 
compete* successfully with the West unless it is protected in 
the beginning to such an extent and for such length of 
time as will make it possible for them to build up her in- 
dustries to compete successfully with the West, 

20154. Q, So, in your opinion new industries could' be 
advantageously started in this country and protection 
would afford a stimulus to them. 

A, Yes, possibly protection is the only way by which 
industries can be built up. 

20155. Q. India being an extensive country with 
'enormous resources in raw materials your Association is of 
' opinion i^at protection should he given in cases where the 
consumption of goods to be produced is sufiicieutly large. 

A. Yes. 

Q. Your Association is not apprehensive of any 
dan^ by foreign capitalists coming into this country and 
establishing* industries on the same footing as you yourself. 

^ ' A. (Mr. Petit) It would be an advantage, if foreign 
capitalists were to start industries here. Probably they 
might get over local difficulties which could be taken ad- 
vantage of by the commercial community generally, later 

20157. Q, Am I to understand that your Association 
^ould handicap foreign capital coming into this country by 
imposing any conditions ? 

A. (Mr. Petit) I think that even on this matter there was 
some disagi*eement. Some of us feel that foreign capitalists 
ought not to he allowed to come in here and erect factories 
an^take advantage of the protective tariffs. There is 
another section which thinks that it should bSkadvantageous 
to allow them to do so because if they come and pioneer 


certain^ industries in this country, they could he taken ovef 
by Indians in course of time. 

20158. Q, You think that on the whole it would be ad- 
vantageous. 

A, Because the foreign capitalists would bring certain 
industries within the reach of India. 

20159 . Q. The reason why I am asking you is that some 
very wild schemes have been put before us and I would like 
to have the considered opinion of your Association b^Jeause it 
is the premier Association and because it carries so much 
influence, weight and authority. We would like to know 
if it is at all decided to impose any conditions on foreign 
capital, whether it could be done in any sensible or reason- 
able way. 

A. (Mr. Petit) So far as our Committee is concerned 
some are of opinion that the foreign capital should he 
allowed to come in and erect factories nere and take 
advantage of our protective tariff and^ thus indirectly help 
the country to establish those industries by taking advan- 
tage of the people in those industries. 'Ihere is another 
way and that is these people should be allowed to come with 
certain conditions, namely that 50 per cent, of the capital 
might be confined to Indians and a certain proportion of 
their Hoards should be Indians and so forth. These restric- 
tions may he imposed and the same object attained. 

20160. Q, With reference to^ the latter part of your 
answer, I want to ask whether it is a feasible scheme. It is 
all right to say that so much percentage should be 
subscribed by Indians, but can you prevent the selling of 
these shares ? 

A, Yes. 

20161. Q. Would you not depreciate the value ? 

A, (Mr. Petit) I don’t know that. In the Nizam’s 
Dominions the condition is imposed that a non-Indian 
would not be a shareholder. I myself own two factories there. 
We are told that it works very well and so far as we are 
concerned it works well. 

20162. Q. I have also my factory in the Nizam’s Bomi*' 
nions. There the rule is imposed more out of diplomatic 
considerations and not with a view to shutting out foreign 
capital. 

A* (Mr. Petit) My point is that if it was found ^ possible 
to impose this condition, no matter whatever the object was, 
it is equally possible in British Dominions and for a much 
better purpose. 

20163. Q, I want a fe.isible and practical scheme, 

A. (Mr. Petit) Personally I see nothing harmful or 
nothing impossible in it. If you make it a condition 
during the time of flotation by a foreign firm in India that ' 
60 per cent, of the shareholders would not be non-Indians, 
there it is and they have got to carry out and each time the 
share is transferred it should be seen that it is not transfer- 
red to those who are non-Indians. It may mean a certain 
amount of hardship and I don’t see why it should not work. 
There wiE be people who would try and get' over these 
difficulties possibly by transferring shares ; surely a way 
could be found to see ihat it does not happen. 

20164. Q. It won’t depreciate in value. 

A. (Mr. Petit) I don’t think so. 

^165. Q. If I take a share as an Indian and I want to 
dispose of it, there are two people offering, one a European 
and anolher an Indian. The European offers me a higher 
price. Would it be fair that I should be limited to sell it 
only to an Indian ? 

it. (Mr. Petit) Ordinarily it would not cati.se, I think, 
any hardship, and even if it did, for the sake of the larger 
interests involved, we ought to insist. 

20J66. Q. Would money be forthcoming under these 
conditions? 

A. I think so. (Captain Sassoon) That of course is 
Mr; Petit’s personal view, and not the view of the Associa- 
tion. 

20167. You say in your written statement so fa* as 
protection is concerned that even if it affects the consumer 
you are prepared to go in for that. 

A, Yes. 

20168. Q. You don’t mind the consumer suffering. Tour 
Association thinks that he has to suffer. 

A. The individual interest must be sacrificed to the 
general interest of India. 

20i69. Q. There is one other thing, that is about the 
export duties. Your Association, I understand, is against 
export duties generally, 

A. Yes. 

20170, Q. You say ; “ The only circumstances in which tiie 
Committee can envisage the necessity for, such iptioiiaife 
the existence of famine upon a large scale ”, . Jt„ is 
that case you would make a diveigs^nce., L.. . \ „ 

X Yes. ■ ' ' t ' 
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20171. Q. Instead of imposing^ an export duty would you 
prefer total probiHtion in those circumstances P 

A, I think the Committee did see the possibility that 
total prohibition would perhaps be better in that case. 
Personally I think that prohibition would be better. 

20172. Q. Total prohibition by an executive order would 
be preferable. 

A. Yes. 

20173. Q, About the question of Imperial Preference I 
want to ask a few questions in order to clear up the position. 
This scheme which you » ave formulated of, say,- giving 3 
per cent, preference you will admit that it will have liardly 
any effect either on the imports or on the prices, 

A, We dont consider that it would. 

20:74 Q. Practically then, England will not be benefit- 
ed by such scheme. 

A. That is our view. 

20175. Q. Would it not be better to say sti-aightway 
that we will not give you protection than make a hypocritic^ 
show of mock preference ? 

A. Some parts of the Empire might consider that it did 
give them preference. I mean that when you are deciding 
on the value of a gift, some people might think it of value 
and others might not think so. 

S10176. Q You will credit other nations with common- 
sense to see that what you are giving is no preference at all ? 

A. Wedon’tconsider that 3per cent, preference would 
hurt India, but if it benefits the other side, so much the 
better. 

20l77t Q. I am not talking of hurting India at all. I 
am at one with you on the point of ^ sentiment. I would 
prefer for. our attachment to Great Britain and other things 
to give them some preference if we can do without economic 
loss ^ India and if it puts England on some good 
^commercially preferential basis but the scheme which your 
Association has put forward appears to give no protection 
at all. 

A* If you could evolve a scheme of protection which 
would not hurt India in any way and at the same time 
would benefit Great Britain we are prepared to say that we 
favour that. Our Committee were trying to find something 
which would not hurt India and which at the same time 
they hoped might benefit the home country. We will go 
further and say that if you could evolve something which 
would without hurting us afford protection to the home 
country we will strongly favour it because it would help us 
then perhaps to have a concession which could he withdrawn 
in the event of unjust restrictions in our opinion in other 
parts of Empire. 

20178. Q You will admit so far : that any scheme should 
be on a reciprocal basis P 
A. I should certainly think so, 

20179. Q* If that position is admitted, will you please 
explain how England is going to be benefited ? Already two- 
thirds of our imports, about 70 per cent., comes from the 
United Kingdom. How is England going to be benefited? 

X We are not looking at it from the point of view of 
how much benefit England will get out of our pocket. We 
. are only looking from the point of view of how much harm 
it will do to our interests. If any scheme of preference is 
suggested to us which will not harm us we would accept it. 
20180, Q. If it is going to harm, would you accept it ? 

A, No. (Mr, Petit) • If it is going to benefit England it 
must harm us. Any special concession by way of imperial 
Prrfm-ence given to England or any Colonies must work 
out in effect to a loss to India. If it is going to benefit 
tibem it must harm us. Th^’e is no middle course, 

. ' Oh one iKjint your „ Association: is unanimous 

wb'i-thmk of' going on a policy of Imperial 
Preference, it should not be extended to those colonies which 
refuse to accord equal treatment to India? ' , ' - 

'A. That in fact is one of the possible reasons why 
Imperial Preference. was adopted by the Committee. 

Q, You say ; ** So far as counts from 30s UpVards, 
both * double and single, are concerned the most serious 
'^nir^tition comes from the United Kingdom, hut the 
indusiacy can more ihan hold, its own in counts below 24s, 
Competition in the higher counts comes, in a lesser degree, 
from Japan, while, mainly on account of her depreciated 
currency, Italy has entered the market for counts from 
16s to 30s.” So faras Stisand upwards are concerned 
there is no competition between the United Kingdom and 
England? / ' 

A, Yery little.^ - . “ ' ^ 

20183. Q. And would 5^011 give protection for the maoiu- 
faotui'e of yarns above 30s ? 


A. I think the Committee at the moment do not suggest 
that they should be protected. At the same time they 
foresee the possibility cf ^ the industry becoming able to 
supply in a large scale higher counts. When that stage 
comes they should be protected. They do not leave out the 
possibility of protection at some future date. 

20184. Q. But the cumulative effect of what you have 
stated in paragraphs 48, 49 and 60 seems to be, — 1 may be 
wrong and you may correct me if I am, — that in the opinion 
of your Committee protection should not be extended to the 
industiy except in the matter of hosiery, calico printing and 
cotton blankets ? 

A. That is at present. But certain members of the 
Committee did point out that there might come a time when 
it might he considered necessary to protect' the industry from 
the competition of the higher counts which at the present 
the industry is practically leaving to foreign manufac- 
turers. 

20 1 8 5. Q. You will admit that so far as China and J apan 
are concerned they do compete with India so far as the lower 
connts are concerned ? 

A. Yes. 

20186. Q. Would you not give protection to India against 
Japan and China so far as these lower counts are concerned 
at the present time ? 

A, We have certain natural advantages in the lower 
counts which we do not have in' the higher counts. That is 
the main point. 

20187. Q> Despite the eiistence of this competition would 
yoxi nofe give any protection ? 

No ; but there is one exception, and that is dumping. 
If it is a case of fair competition, — as far as Japan is con- 
cerned — and if they charge the same price as they charge in 
their homo market, I think we can compete with them. 
But if it is a case of dumping, trans2)ort facilities and so on, 
to make the competition unfair, there might he a case for 
protection. As far as China is concerned, I think it is too 
early yet in the history of China’s develo;fment, for her to 
be able to compete with us. My own view is that it^is very 
possible that in the future China might be in a' position to 
compete very successfully with us. She is even better laid 
out naturally than we are. W e expect keener competition 
from China than Japan. 

20188. Q. When you said that you are in a position to 
compete with these }DOople, am I to understand that you 
are in a position to compete both in Indian and in neutral 
markets r 

A, It is very difficult for us to compete in China, because 
the Chinese mills, as far as yarn is concerned, are capable of 
producing a large quantity — especially the mills in northern 
China, We have lost that market. I am afraid that 'we 
would not be able to put an excise duty on yam produced 
in China. 

20189. Q. If more mills spring up in China and China 
exports largely to our market, what will you do ? 

A. I do not think China will export. Her own needs will 
he more than sufficient to absorb all her production if she 
even doubles her mills. (Mr. Petit) If she starts compet- 
ing with us we can then consider the imposition of an 
import duty. ' 

20190. Q, At present she is able to absorb all her jjroduc- 
tion ? - 

A. And still to import. ‘ 

20191. Q. And the case with Japan is dift'erent P 
A, Y'es. Japan exports ; China does not export. 

!^192. Q, Do you know that during the war there was - 
dumping of Japanese piece-goods in India ? 

A, How do you call it dumping during the war ? 

20193. Q, At the end of the war, in 1918, the year 
of the armistice? 

' A. There were some imports here at very low price. 

2OI94. <3, How did it affect the Indian markets ? 

A , ' The actual amounts that were sold here were not 
sufficient to really affect the industry. ’I think it was a 
sentimental effect. 

20196. Q, I understand your Association' " k prepared 
to meet' that sort of competition ? 

A, As far as the quantity is siiiall. 

20196. Q. But how c'an you regulate the quantity ? 

“ A, S:o long as it is insignificant you do not bother about 
it. 

20197. Q. In principle you admit that a protective duty 
would be necessary against dumping ? 

Al. Yes. 

20198. Q, Axe there hosiery mills in Bombay ? ' 

A. (Mr. Petit), A few mills have hosiery departments. 
2i>199. Q. Are you- turning out large' quantities of 
hosiery?.- - ' . ^ 

X (Mr. Petit) Yes, 
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20200. Q, And you think with a little protection the 
hosiery industry would thrive further ? 

A. (Mr. Petit) Yes. 

2i>201. Q. Is it possible for calico printing to thrive in 
India P Do you think Indian labour is suitable for calico 
printing ? 

-4. There would have to be good deal of imported labour 
to begin with. 

202<'3. Q. Imported from where P 
A, The experts will have to be im]ported from abroad. 
2u203. Q. I am talking of ordinary skilled labour and not 
expert labour ? 

A, I think we can get such labour, — probably not in large 
quantities, but it can be trained up. There is labour 
available, though it would not be very high class. 

20204. Q. Am I to gather from the trend of your note 
that your Association approves the existing tariff policy 
enunciated by the Government of India in 1921, — I mean 
the increase in duties on imports to 11 per cent. ? 

- A. (Mr. Petit) Our Association approves of it so far as 
the increase of the duty is concerned. 

20205. Q. There is one more g^uestion and that is about 
yai*n. We get a certain quantity of foreign^ yarn from 
Lancashire and other countries. That yarn is generally 
of a fine quality. Is it not ? 

A, (Mr. Petit) Very largely, 

20206. Q. Has your Association considered whether a 
duty should be put on imported yarn? 

A, (Mr. Petit) At present, I think the Association is of 
opinion that yarn should be left free of any import duty, 
and that opinion has been arrived at principally because we 
are convinced that the bulk of these imports is used in the 
hand-loom industry. That is the main reason why we have 
left it alone. 

20207. Q. But another position has been placed before us 
on that point : that if you put a small duty on yarn, like the 
one you are putting on piece-goods, or even a smaller duty, 
you might encourage Indian mills to spin finer counts and 
ultimately the hand-loom weavers will get finer yarn from 
India, and India will be relieved of the necessity of import- 
ing it from abroad. 

A, We have discussed that point in our Committee, and 
we think that Ihe time for imposing a duty on finer counts 
o£^ yam would come when the mnls put up machinery for 
spinning finer counts. When the mills did that and when 
theire was very keen competition from Lancashire imported 
am and it was impossible for them to compete, then wonld 
e the proper time to impose a protective duly, 'We are 
open on that point. 

20208. Q. Have you not got in Bombay some mills which 
are turning out higher counts P 

A, It is a very small percentage. If you look at the 
Government figures above the 30s, it is a very small percent- 
age of the tots3 output of yarn. 

20209. Jamnadas^ Dwarkadas . — I want to 
-clear up your Association’s position with regard to 
Imperial- Preference. I understood from your answer to 
the President' and Sir Manakjee Dadahhoy that on 
sentimental and patriotic grounds you would adopt a 
policy of Imperial Preference in cases where it did not do 
any mrm to India and it gave some advantage to ‘the 
Empire. 

A, There was perhaps some additional point that I 
mentioned later, ue,, because it would benefit India to give 
a concession that could he withdrawn. But we are think- 
ing tirst whether it would be of advantage to India, 

20210- Q. Would you admit that such a policy should he 
- adopted as would not mean any economic disadvantage to 

Yes, unless we are convinced, when there is any 
ecoircsinic loss, that there is a larger advantage counter- 
^ balancing the economic loss. 

20211. Q. But those articles should he selected which 
India does not herself produce, nor is likely to produce for a 
long time to come.. If it is a case of competition only 
between the foreign countries and the Empire, would you 
give preference to the Empire ? 

A. Yes, to the slight extent mentioned. 

20212. Q. -This does not mean any economic disadvan- 
tage to India P 
A, Yes, 

20213. Q. How you advocate'generally a policy of protec- 
tion P 

. A, Yes, discriminating protection. 

2()214. Q* In your answer to question Ho. 3 2 you say; 
With regard to the manner in which the discrimination 
suggested in the foregoing paragraph should he exercised, 


the Committee consider that protection should he extended 
in the first instance to those industries which are most likely 
to attain, within a reasonable per|od, to such a stage of 
development and organisation as subsequently to render the 
imposition of the duties in their case unnecessary.” I think 
here you are aiming at this ; that before you protect an 
industry you should take care that after a reasonable time 
it would he in a position to do without protection ? 

A, Wq chose those industries first. 

20215. Q. How it has been put to us by many witnesses 
that their experience of other countries tells them that once 
you protect an industry it is very dijOScult to remove that 
protection altogether. Do you realise that difficulty P 
A, Speak to Mr. Petit on that point. (Mr. Petit) we do 
not understand why that should he so. Once the industry 
is protected in its earlier stages and it has succeeded in 
takmg a strong hold in the country, we do not think why a 
stage should not he reached when they would be able to do 
wimout protection. 

20216. Q. Who is to find out that stage P Don’t you think 
that interested parties would create agitation for its 
retention ? 

A. (Mr. Petit) It will he for the organisation which wili 
he established to find out when an industry does not need 
protection. If it is found out that the industry does not 
require protection, it would he possible to remove that 
protection. 

20217. Q. At any rate, you would only select those indus- 
tries which in the opinion of the expert committee which 
would be appointed for the purpose of examining these 
questions, would be able to do without protection after a 
reasonable period P 

A, (Mr. Petit) We give preference to those industries. 
When after examination it is found that an industry can 
he brought within the purview of our recommendation, we 
maintain ttiat it should he protected, and that directly that 
period is over when it required some protection, it should 
he left alone and allowed to stand on its own legs. 

20218. Q. Would you specify the period P 
A. (Mr, Petit) That will depend upon, the circumstances 
for the moment.^ It will have to be determined by the 
Committee that will come in. ^ 

20219. Q. Ajad you think a time is likely to come when 
you whl he able to adopt a policy of free trade with all 
Countries that are sufficiently well developed ? . . 

A. (Mr, Petit) I am not sure of that. Possibly certain 
industries will require continued protection for a prolonged 
period. 

20220 Q. Would you not exclude those industries? 

A. (Mr. Petit) We would give preference to those which 
are likely to he able to stand on their own l^s quickly, ^ 
20221* Q. And would jou alter the amount of protection 
every year? Suppose an industry at the .time it is decided 
to ^ve protection to it requires 20 per ceni protection, hut 
after a couple of years it requires less protection, would you 
like to reduce the protection ? . 

A, (Mr. Petit) If a case is made out, I would certainly 
adjust the tariff. These are rather details which we ^ have 
not gone into, but I would certainly admit the possibility 
of doing it. 

20222. Q. You say in your answer to question no, 24: 
** Assuming that an increase in the tariff rates would tend to 
increase the cost of living in India the Committee are of 
opinion that, so far as the industrial and agricultural 
wage-earners were concerned, their wages would very soon 
rise in proportion, and in that order, but that the middle 
classes would suffer for a time as their wages or salaries do 
not hear the same relation to the cost of living. I hope 
that when you gave this answer you had in mind tariff 
duties on cloth or articles which are necessaries of life P 
(Mr. Petit) Of course, yes, _ 

20223. Q. If there is a rise in the cost of living in conse- 
quence of increased tariff duties, the wage-earner would 
get additional wages in proportion. That is your view P 
A, (Mr. Petit) Yes. 

202^. Q. You know that there was a rise in prices during 
the war? 

A. (Mr. Petit) Yes. 

20225’. Q. And there was also a rise in wages? 

A, (Mr. Petit) Yes. 

20226. Q. Was the rise in wages in any way propor- 
tionate to the rise in prices P 

A, (Mr, Petit) Oh, yes. I know, 

20227. Q, We heard from Mr. A. Wadia the other 
day that while the rise in prices was 200 per cent, the rise 
in wages was not proportionate ? - ' 

A, 'The point is one which I thought- 1 ^ would 
consider. We had certain figures givings ifie 'rise 
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cost of living based on principles -wHcli are very often ex- 
pressed on a ccinprebensive 'w&y* !Mr. Petit and 1 have 
been watching the people whom we pay and we have noticed 
that the surplus that our mill bands seem to get to-day> 
irrespective of bow mucb tbe cost of living is supposed to 
bave gone up, is more than it used to^ be before tbe war. 
In other words, tbey are better off to-day. People baye 
written saying that tbe rise in wages bas not gone up in 
proportion to tbe rise in prices, but we know tbat tbey are 
better off. Therefore, I say tbe figures may not bave been 
based on tbe actual condition cf tbe labourers. 

20i28. Q. I admit tbat they get more than tbey used to 
get. 

A, I am speaking of the net result. Tbe net result is 
tbey 'are better off to-day. Tbe surplus is more than it was 
before ; they spend more in drink ; tbey buy more expens- 
ive drink than tbey used to buy before, borne of oux^ mill 
bands we have seen buying in the streets fish and similar 
things which tbey could not bave di-eamt of buying before 
tbe war. 

20229. Q. Their standard of living not improved? 

A, Their standard of living has not improved, but they 
bave got more to spend in drink or in outside things than 
^ey bad before. (Mr. Petit.) e have got statistics pre- 
pared by our committee last year and we find that wages 
baye been rising in proportion to tbe rise in prices so lai’ 
as the mill labourers are concerned. Their wages bave 
^ risen to about a 100 per cent. I do not know wbere- 
Mi*. Wadia got bis figures from. have found out tbat 
^tb veyy few exceptions aU our mills have given an increase 
of 100 per cent, on the labourer's wage bili. We have also 
got to bear in mind tbat so far as foodstuffs are concerned 
many of tbe mills supply at cost price to their labourers. 
So far as their quarters are concerned tbey are regulated 
by tbe Eeiit Act, and so far as their clothes requirements 
are concerned tbey are supplied by tbe mills if not at 
wholesale rates at least at very great‘reduction. So, so far 
as their three main requirements are concerned there is very 
little increase in prices, but they have got an increase of 
100 per cent, in tbeb wages. 

20r30. Q'. You say foodstuffs are supplied at cost price 
by the mills to their labourers P 
A- (Mr. Petit.) Yes. 

20231. <}» l)o tbey take advantage of tbat.*^ 

A. In many cases tbey do not. 

20232. Q. Why? 

(Mr. Petit.; There are difficulties. Tbey are in tbe 
bands of sowcars. 

20233. Q. Even if you give’ credit tbey do not' take 
. advantage of tbat ? 

A» (Mr. Petit.) Because tbey are indebted to a large 
extent to the sowcars. In any way it is not right to say 
that the rise in tbe cost of labour is not in proportion to 
the rise in tbe cost of living. 

.20234, Q. But the mere fact tbat you admit that tbey are 
constantly in debt to tbe sowcars shows tbat then* economic 
conditions is not what it should be ? 

A. (Mr. Petit.) It is not due to less income. There, are 
other reasons. They want to take long holidays ; they, 
want to mn away and neglect work. 

Q. 20235. You admit tbat tbey do not live in bouses 
which ordinarily is not fit for human use ? 

A, (Mr, Petit.) No. They are liviug in quite good 
bouses. (Mr. Sassoon) I am prepared to say tbat they do, 
not want to live in better bouses. They bave tbe means, 
but tbey are not willing to take up. 

20230. Q. So, their standard of living is very low ? 

A. Their standard of living is low, but I am not certain 
whether they wordd not like.to have extra wages to spend 
^ outside things rather than 

in thair ^andard of. living. I can 
su|«pori^’what I said about, drink, Tbe drinktsbops round 
tbe mills are seUing more expensive and higher class liquor 
than tbey used to sell before the war. - ' ' ‘ 

" 2023?^ Q. However, I pnlyput these questions to you 
to get this 'pint from you whether an increase in duty 
wox^ not raise the cost of living for tbe wage-^ner or not. 
You admit that the middle classes would be the *gi*eatest 
sfifferers P 

'X They always are all over the world, 

20238. Q. So, in fixing up the tarifl, you would certainly 
consider its effect on the middle classes and the wage- 
earners. ' ' , ' ‘ ' 

A, The labourei-s it woqld not aff^t, but the adjustment 
of wages for the middle cMsses, as is know^ all over the 
^ world, is always slower than for tbe wage-eamem. 

20239. Q. I think your Association would weMoine the 
stablisbment of foreign firms ? 

A* (Mr. Petit) Yes. * 


20240. Q. And I understood you, Mr, Petit, to say 
tbat you wmuld insist on 50 per cent, of tbe capital being 
subscribed by Indians P 
A* (Mr. I etit) Tbat is my personal opinion. 

2C241. Q, Now, I want to put it to you, as a business 
man, whether it is a workable proposition. 

A, (Mr Petit) There would be difficulties, but I do not 
think that tbey would be insurmountable. 

20242. Q. In many cases you will admit tbat Europeans 
and other forigners have given impetus to the establishment 
of certain industries which did not exist in India before ? 
Suppose an Englishman ora foreign^ wants io establish 
an industry which does not exist in India. Either the 
Indians do not understand the importance of it or tbey do 
not want to risk any money in it and refuse to put tbe 
necessary capital. Is India to suffer from tbe want of tbat 
industry and not allow foreigners to establish it when tbey 
are wilnng to do so ? 

A, I do not believe that Indians will refuse to establish 
any industry. Look at tbe mill industry ? No English- 
man or foreigner came and established it here. Look at 
tbe dyeing industry. No Englishman or foreigner came 
and estabSsbed tbat industry here. 

2o24S, Q. Leave tbe d^eii^ industry. Take the case of 
tbe dye manufacturing industry. Suppose a foreign firm 
wants to establish a dye factory in India. 

M. (Mr. Petit) Well, tbe manufacture of dyes stands on 
a somewhat different footing, because it requires bigli 
technical skill. 

20244. Q, There are industries in tbe establishment of 
which Indians cannot or would not take interest. If you 
put restrictions on a foreigner, it means that those indus- 
tries would never be established in India. 

A, I do no ' think it will never be established, 

20245. Q. Don’t you think that tbe establishment of ^ an 
industry in India, no matter by whomsoever it may be, is a 
gain? 

A. (Mr. Petit) That is tbe view our committee have 
taken. But I personally think tbat in the long run^ it 
might militate against our inlerests. Once^ they ^ establish 
tbe industry there is a possibility of their sticking'there and 
all tbe money tbey noake out of the industry may go out 
of tbe country. Look at tbe mill industry. If it bad 
been started by Lancashire, all the profits which now 
remfdn in tbe country would bave been taken out of tbe 
country. ^ • 

20246. Q, You say there is a danger of their sticking 
here, and of course tbey will send out all tbe profits they 
make out of tbe industry ? 

A, (Mr. Petit) Yes. 

20247. Q. Now, at present you bave got a eonstitution 
which bas brought into existence representative institu- 
tions ; you bave got an elected majority in tbe Legislative 
Assembly and elected majorities in tbe provincial Councilst 
A. (Mr. Petit) Yes, 

20248. Q. And you are making a first approach to res- 
ponsible Government ? 

A. (Mr. Petit) I hope so* 

20^9. Q. Taking this into consideration, don’t you tbmk 
tbat if foreigners establish their industries in India they 
will bave to de|)end upon Indian sujjport in tbe legislature 
for tbe successful eanying on of their industries ? 

A* (Mr. Petit) It would be all tbe same to them, ^ unleS 
you mean that we are going to differentiate between 
Indians and foreigners, - 

20250. ©. If they are doing anything which is likely to 
harm India’s national interests, don’t you think that the 
legislatures would be powerful enough to check it?' 

X (Mr. Petitl I do not think so. 

Unless ' you wish to .interfere with their business later and 
make it impossible for them to continue tbeii* business, 
bow are you going to prevent them from sending out their 
profits. • 

2025X. Q. , Tbe fact that Indians "iwill .bate power to 
control their hufiness will be a factor which tbey will take 
into considerarioa, and ihey will have to favour Indians. 

A, (Mr. Petit) I do not see why -that should bappeii. How 
are you going to prevent them from sending out their profits, 
unless you aare going to differentiate between foreigners and 
Indians in the future. Would you apply some restrictions 
against foreigners? You say tbat the mere fact tbat the 
councils will bave larger powers now will be a safeguard 
against money being taken away. I fail to see that. 

20252 . StT Dadc^hhoy*.'^ Q. You are using the 

word foreigner's. Do you include feitisbers also ? - - " 

A. (Mr. Pfetit) I mean all non-Indians. 
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20253. Mr, Jamnadas Dwarhada^,'^ Q, I don’t tHink 
you advocate any special protection to the cotton industry, 
do you ? 

A, (Mr. Petit) No. 

20254. Q. Except for those articles, hosiery and calico 
printing ? 

A. (Mr, Petit) Yes when circumstances may demand 
I am quite open in that way. 

20255. Q. You are opposed to excise duty ? 

A, (Mr, Petit) Of course. 

20256. Q, Do you think that if you remove the excise 
duty the present duty of 11 per cent, would he sufficient 
safeguard against foreign competition ? 

A, (Mr. Petit) I would like it to he increased if ne- 
cessary in the interest of revenue, 

20257. Q. Do you consider that the 11 per cent, which 
you now get is sufficient for revenue purposes ? 

A, (Mr. Petit) Yes sufficient for the present. But the 
conditions may change when we would consider that we 
have a case to ask f qr an increase. 

20258. Q. With regard to cotton blankets, don’t you 
produce cotton blankets ? 

A, We do, but unfortunately chiefly owing to the 
exchange position we have to stop making the blankets. 
It is not a question of what profits we make, but owing to 
the present temporary depreciated exchange we are unable 
to compete. We suggest therefore a temporary duty 
because we look upon the depreciated exchange as one form 
of dumping. 

20259. Q, So far as cotton blankets are concerned have 
you any competition from Japan 

A^ I think the competition is chiefly from Italy, and 
Austria. We want only a tempomy protection. 

20260. Q. Of 25 per cent, ? ^ 

A, That is my first suggestion. It is rather difficult 
for us to answer for a committee where a particular point 
has not been considered. 

20261. President-^M&j I point out that if you find it 
difficult to * answer a question that is put to you on the 
ground that the point has not been considered by your 
committee you will simply saj that the committee has not 
considered the question. It is perfectly open for you to say 
so. 

20262, In your answer to question 49 your Association 
says, ‘ An additional advantage purely of its own contrivance, 
lies in the fact that the marketing oi the goods is encouraged 
by the provision of cheap transport facilities’. How do 
transport facilities in India compare wiih the transport 
facilities abroad, in Japan and other countries, 

A, (Mr. Petit) Do you mean inland P 

20263. Q. I mean inland as well as export and import 
purposes. 

A, (Mr. Petit). We are labouring under , very great 
* disadvantages that it is possible for Japan to ship piece- 
goods to India at a price very often less than it is for us 
to take from one part of India to another. 

20264. Q, What is that due to ? 

A. (Mr. Petit) Owing to special concessions that the 
Japanese Government give and also to the hanking facili- 
ties, and exchange concessions that are given to the 
Japanese firms. 

20265. Q. All these concessions indirectly give protec- 
tion P 

A. (Mr. Petit! Exactl.^, 

20266. Q. Would you suggest similar concessions here ? 

A, That has not been considered by the Committee. 

20267. Q. With reference to youi* answer to question 29, 
does your committee suggest a permanent organisation ? 

This committee suggests that the decision of such 
jquestions must rest with the legislature. 

2(>268. President, — Q. Legislature* as opposed to the ex- 
ecutive Government? 

A, I take it that the legislature will have to consider 
the question of duties. 

20269. Mr, JminadcLS pwarhadas, — Q. The final deci- 
sion rests with the Legislative Assembly. But the ques- 
tion is whether you would recommend a permanent organisa- 
tion. 

✓ A, We suggest that there should he an organisation, 
consisting paitiy of the executive and partly of experts 
which would advise the legislature which I take to he the 
combination of the executive and the Legislative Assembly. 

20270, Q, Did your committee consider the constitution 
o{4he organisation P 


A. Our committee did not go into that. We considered 
that in a haphazard way. 

Mr, Mant^^ 

20271. Q, Will you tell me how many members there 
are in your Association ? 

A, I think there are about 60 to 80 members. 

20272. Q. Mostly of Indian-owned mills ? 

A. The bulk of them are, ^ 

20273. Q. Your Association is predominantly Indian ? 

A, Yes. 

20274. Q, Just now we were told that there was a differ- 
ence of opinion on certain points and that the majority were 
of one view and the minority of a different view. I suppose 
that the majority were also predominantly Indian.^ 

A, 1‘he minority also are predominantly Indian. I do 
not tjiiuk that the question of Indian and non-Indian 
really comes into the question. There are Indians who have 
views on one side and there are also Indians who have 
views on the other side. 

20275. Q. Your Association recommends the imposition 
of protective duties on industries .which have not been 
started at all P * ^ 

A, (Mr. Petit) On both, those that have been started and 
those that have not been started. 

20276. Q, 1 want to consider the question of new indus- 
tries. I presume that you would not recommend a protective 
duty being imposed unless there were very good grounds 
for believing that the industry would be started quickly. 

4 ^ (Mr. Petit) Yes that "is so. Mr. Sassoon ! We have 
not discussed the detail. 

202*17, Q. It is recognised that putting a protective duty 
on an industry raises the price to the consumer ; and if a 
duty is imposed on an article which is not manufactured in 
the country there is likely to be a heavy burden on the 
consumer before the production is encouraged, I wanted 
to know whether your Association bad any suggestions to 
make as to the points on which the Government or the 
permanent organisation should satisfy itself before imposing 
the duty. 

A, (Mr, Petit) I think that the Association considered 
that it would be t^ken into consideration by a technical 
advisory committee. 

2()278. Q, You said just now that the Committee did not 
consider the constitution of the pemanent organisation. 

A, No. 

20279. Q, Do you know the arrangement that has been 
made by the ^ Safe-guarding of Industries Act ’ at home in 
England ? They have a permanent panel, and when particular 
industry claims a protective duty qnder the Act, a jury is 
appointed irom this panel to hear by public enquiry the 
claims of the industry and also any objections raised by 
others who may be affected. Can you tell me whether 
some organisation like that would be suitable here ? 

A, It was not considered in the committee and I cannot 
give an opinion. 

20280. Q. I notice that your Association condemns export 
duties very strongly and they^say that under no circum- 
stances should they he levied foj* revenue pmraoses. Your 
Association is aware that for a large number of years there 
has been an export duty on rice. Do they consider that it 
has been causing material damage to the country P 
^ A, I think our general belief is that unless it is con- 
sidei^d' necessary to control the export of foodstuffs, it 
should not he levied. Because if it is levied it will bring 
the price down so low in the country as to discourage the 
production and although it might allow a loophole I think 
our feeling is that it should not he done as a general rule, 
except in the case of jtite, shellac and to a smaller degree 
on tea, 

^281. , Q, Your answer to 31 is rather inconsistent with 
your answer to 32. 

jii It is already stated under 32 that they do not consider 
it desirable, although in those cases of monopolies it would 
uot have serious effect. 

20282, Q. What I ask you is whrther the export duty on 
rice which has been in existence for a large number of years 
has done Hny practical harm to the trade ? 

A, We have not considered that point and we are not 
therefore in a position to answer. 

^ 20283. Q, The question of Imperial Preference has been 
discussed and I want only one point to be cleared up which , 
seems to have been overlooked. In the previous discussions 
great stress was laid on the question of loss to India, I 
have heard no mention of any gain to India. Does your 
Association consider that there is nothing to gain fe 
India? ' ' % , 

A. I have tried to make it clear that where i| 
he favourable or shown to^ be favourable %.| 
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20284. Q. I do not mean a sentimental gain. I mean 
that the preference given to her by other members of the 
Imperial commonwealth would be an economic gain. 

A. That question has not been before the committee. 

20285. Q, You have not considered the question of any 
possible gain from preference given to her exports ? 

A, We thought there might be minor gain, but on the 
whole as we generally export raw materials it is difficult to 
give us any gain, 

20286- Q. I only ash you whether your Association had 
considered the otner side of the case, the possibility of a 
gain? 

A, (Mr. Petit) The Association is unanimous on this 
point that there should be no preference as regards the 
colonies, 

20287. Q. That is another matter. 

A, (Mr. Petit) That rules the matter out. 

2028*8. Q. There is the British market. 

A, Then the question of giving preference to the colonies 

does not arise. 

20289, Q. The question that I ask is whether you have 
considered the possibility of any gain to India from pre- 
ference given to her exports in the markets of the Empire. 

' A* You sEty that it does not rule the question. 

20290. Q. There is the British market. If you have not 
considered it we may drop the matter. 

20291. Q. As regards cotton your Association considers 
that at present no^ further protection is required by 
the industry except in two directions, hosiery and cotton 
blankets. 

Sir Montague Webb : And calico printing. Mr, Mant : I 
understand ihat you do not ask for protection for calico 
printing at present. Sir Montague Webb ; 40 per cent. 

A, We ask for io per cent., but the committee are , not 
disposed to recommend for consideration until such time as 
they are satisfied that those responsible for its promotion 
are in a position to embark on the industry on a sufficiently 
large scale as to render protection necessary or expedient. 
We foreshadow on that particular point. 

20292. Q, You speak of the future. I am talking of the 
present, I want to know whether i^e hosiery and cotton 
blankets have been manufactured in India for many years 
or whether they were started only recently. 

A, It has been’ in existence for many years hut it has not 
been developed on account of lai’ge imports in the past. 

20298. Q. Have there been large imports of hosiery for 
many years ? 

A. (Mr. Petit) Very large, particularly from Japan. It 
has militated against the growth of this industry in this 
country. 

20294. Q. The local industry has not been able to make 
headway against this foreign competition. 

A. (Mr, Petit! Quite so. 

20296. Q, The same is the position in regard to cotton 
blankets also ? 

A, Cotton blankets has developed very largely in the 
past years, during the war, 

20296. Q. Therefore the industry has developed only 
recently. 

A. Yes. 

20297. Q. Is your supply equal to the demand P 

A, We supply a very laige demand. 

20298. Q. They were largely imported before the war and 
during the war you developed the industry, 

, A, Yes the industry was developed during the war. 

20209. Q. Now you rather dread the foreign competition 
coming again. 

'-A. (Mr. Petit) Yes, Germany, Holland and Japan are 
tiiree t^gest sources fear, 

■ — Q. I understand that the views ex- 

pr^^ in your written statement are the views cf your 
committee. ' 

^ ' A* (Mr. Petit) Yes. 

.20801. Q, I don't think that the statement , was put 
before ^0 general body ? ’ ' 

Ho it was the committee lhat considered' it. 

^S02*, Q. SinOe I find that your committee differs in two 
very important matters, &atis in the matter of the Imperil 
Prierence and the fordgn capital, , I should like to hnotr 
what is the number of members in your committee. 

As^ Of course that is not always a- full committee. All 
the members do not generally attend the meeting* The 
committee consists of about a dozen, (Mr. Petit) The 
right way to put it is that the committee consists of 75 per 
cent, of the members. The members are counted by mills 
and a certain member represents several mills. ,Thus- 
Captain Sassoon represents seven and I represent four 
oyfive mills, 


2080B. Q. Each member has got one vote ? 

A, We vote by mills in case of a poll, Mr. Petit re- 
presents several members and so cames several votes. The 
view of the general body would have been very much the 
same. 

20304. Q. I simply wanted to know the number of the 
minority and the 'number of the majority when you 
prepared the statement. 

A, In arriving at these things we tried to discuss in a 
friendly way. We very seldom put these things to the 
vote. But on ihese two points the committee divided into 
two camps ; Mr. Petit represents one camp and I represent 
the opposite camp. 

20305. Q. I simply want to know what number of members 
Mr. Petit represents and what number you represent. 

A* You mean in the committee ? 

20306. Q, Yes, in these two matters. 

A. I don't remember exactly what number. 

20307 , Freside7ii.--l do not see why these questions 
should 1)6 asked. We are_ only concerned with the general 
feeling of the majority in the committee. 

Mr. Birta . — I simply ^ wanted to know whether the 
minority was a large minority or a small one. That was 
my point. 

President— -W e can get at that information without 
going into thequestion of vote. 

20308. Mr. Birla. — Q. Was it a big minority or asmaB 
minority? 

A. There was a 50 per cent, additional majority. The 
majority was 1^ to 1. 

20309. Q. So that the minority was also a fairly re- 
presentative one? 

A. Yes, it was representative. 

20310. Q. I would like to know, Mr. Petit, what was the 
chief objection of the minority to the foreign capital coming 
into this country ? 

A. (Mr. Petit) ^ The chief objection was that once a 
factory is built with foreign capital they feared that all 
the money that would be earned from the interest would , 
continue to go out of the country and the industiy would 
not be essentially Indian as it ought to be. 

20311. Q. Is the view which Mr. Petit expressed the 
minority view ? 

A. (Mr. Petit) It is my view. This was not discussed 
at any length by the Committee. It was only casually dis- 
cussed. 

20312. Q. Mr. Petit, you don’t think that apart from 
the employment of labour, there won’t be any benefit to 
India by the employment of foreign capital, 

A. Hot very much. 

20313. Q. I find that the same views have been put 
forward by the Ahmedabad Millowners* Association and 
may I take it that the larger number of millowners do hold 
this view that foreign capital without any restriction is not 
desirable in this country. 

A. (Mr. Petit) You can not say that. 

20314. Q. The Ahmedabad Millowners’ Association have 
expressed that view, 

A. We don’t know what they have said. (Mr, Petit) On 
the contrary the majority of the Committee feel that it^ 
would he advantageous to the country to allow foreigners 
to come and erect factories because that would place 
withiu'the possession of the country technical and expert 
knowledge which would otherwise be difficult to get and 
because ultimately these factories would come within the 
possession of Indians and would help the estahlishmeut of 
other industries. 

20315, Q. You told Sir Manakjee Badahhoy that some 
of the mills have already started spinning finer counts of ^ 
yam, , Did you not say that ? . 

A. Some are spinning. ^ ■ 

20316. Q. Under the circumstances in order to encourage 
the spinning of finer counts would you not advocate impos- 
ing a duty on yam? . . 

A. (Mr. Petit) The Committee did not consider, that 
this was the proper time to put a duty on finer ■ counts of 
yarn. 

20317. Q Do you think that the time has not come? 

A, (Mr. Petit) I don’t think so, but if it fe* found " 
necessary, we have no objection to doing it. - : ' - --zi-irir- ■ 

20318. Q, You would prefer to wait and, eee: ; 

A. (Mr, Petit) At the- present mdns^t it, is 
oymioD necessaiy. 
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20319. Q. Will tlie imposition of a duty on finer counts 
of yarn in any way affect the handlooin industry? 

A. It will handicap because we feel that a large bulk 
of imported finer counts of jam is being used by the hand- 
loom industry. 

20320. Q, It has also been suggested to us that in the 
interests of handloom industry the present excise duty should 
be maintained and should not be removed. Do you think 
that there is a great amount ot truth in this argument? 

A, Our own view is that there is no reason why the 
handloom industry should comoete in any way with the 
powerloom 'industry. The handloom industry can be 
developed a great deal more than at present without in 
any way competing with us. 

2032*1. Q, Do you think that there is no serious competi" 
tion between the two industries, handloom and powerloom ? 

A* "We think that there should not be, but wherever there 
unfortunMtely it will be against the handloom industry ; 
that is obvious. 

20322. Q. If you find that there is competition in that 
case would you he prepared to have this excise duty or 
remove it altogether P ^ 

We have not considered that point hut I don* t think 
that it is reasonable to expect that powerlooms should he 
crushed and handlooms encouraged at the expense of the 
former. 

20323. Q. Your attitude towards the handloom industry 
is sympathetic. 

A, Yes. 

203214. Q. In whafc way would you support it ? 

A, The Committee did not go into this question in 
detful. If the Commission would like my personal opinion 
I have got certain suggestions to make as to how the 
handloom industry coula he develojged without having the 
competition of the powerloom to withstand. 

20825. Q. Any way you don’t support the excise duty. 
In the first place thh*e is no competition between the 
handloom and the powerloom industries.^ 

A* There should not he and there is no necessity for a 
competition. Even if there is, I don*t think it reasonable 
to insist that support should be given to the handloom in- 
dustry at the expense of the poweidoom industry. 

20326. Q, In the second place it was imposed to protect 
the Manchester interests. 

A, Yes. (Mr Petit) You must be prepared to use 
power in future and you don’t want to encourage the hand- 
loom industry at the expense of the powerloom. If those 
who were employed in the hand industries at the present 
moment are likely to he displaced as a result of this com- 
petition, I think that they ought to go and take up 
other channels of employment rather than go against the 
current of the world and ask us by artificial protection to 
help them to Continue. (Capt. Sassoon) I would go further. 
If you put an excise duty you are encouraging the hand- 
loom industry to develop on wrong lines. I would point 
out that in the United Kingdom and on the continent hand^' 
looms are to-day competing satisfactorily with the power- 
looms, but their developments have been on difperent 
lines.^ 

20327. If the mill industry wants some protection, 
would not the handloom industry he justified in asking for 
j>rotectiOn against the mills ? 

A» I fail to see why. The powerloom industry would 
require protection against the power industry of foreign 
countries in oi'der to make this country industrially great. 
If however on the same principle you protect the hand- 
loom industry against us, you make the powerloom 
industry helpless against 'foreign competition. Of 
course *it might, help to crush us and it would not enable 
tbe hanilloom industiy to withstand foreign competition. 
And industrially India will remain a backward country. 
Our main point has always been and I take it that the 
objed of the Commission is also the same, to adopt such 
methods as willmake this country industrially great. 

20328. Sir Manahjee Dadahhoi/, — Q, Your position then 
is this, that protection is to he given against foreign com- 
petition and not against internal competition. ^ 

A, If it come in the way of our industrial growth I 
say that it shall not he given. 

20329. Mr Rhodes,^ Q. I gather from your written 
statement and the remarks you have made in reply to 
the various^ questions that you are what I maj^ call an 
homeopathic protectionist. 

A* Yes, small doses. 

20330. Q. Small and discriminating doses. 

A. Yes. 

20331. Q. You don’t advocate any general policy of 
protection a very high degree for the 'yyhole industry.- 


A, Perhaps I might say that so many people would 
like the medicine to he taken under medical supervision. 
It may he a large dose hut we don’t propose to prescribe 
the amounts. (Mr. Petit) Whatever that promotes the 
attainment of the object we have in view should he done. 
If protection to a very large extent is necessary for pro- 
moting particular industries or for maintaining them, 
then I venture to think that our Association is not against 
that. If on the contrary a small protection is for the 
moment sufficient, then we say “ don’t give unnecessarily 
high protection ”, That is how I would summarise our 
recommendation, 

2C>332. Q, You realise certain dangers in over protection. 

A. Yes, we do. 

20333. Q. For instance would you regard, as a danger the 
consumer suffering without any compensating advantage ? 

A. Yes. 

20334. Q. Then I suppose you would regard it as a danger 
to the industry itself through what we saw during the war 
on the Eastern side of India and to a certain extent on the 
Western side too, the flotation of unpractical companies 
and consequent slump and loss to many people. 

A. Yes. 

20335. Q. You would rather have your mill industry 
developed as steadily as possible without set hacks than 
rapidly. 

A, As far as the mill industry is concerned we are 
working on that basis, hut we were rather discussing the 
general aspect of the case. 

20336. Q,' I want to take that very practical question, 2 .c., 
we might want revenue and it may be necessary to tax the 
masses and if we have to tax them through clothing have 
yon any objection to a consumption tax which has to he 
put on the whole consumption of cloth both imported as 
well as locally made, in addition to the present duties ? 

A. It will come to an excise duty. 

20337. Q. Your present difference is 7| per cent. 

A. Yes. 

20338. Q. Do yon object to a consumption tax say 5 per 
cent, on both which would make the duties instead of 3| 
and II, 8^ per cent, and 16 per cent. 

A. We would certainly object to it. 

20339. Q. It would not be a countervailing excise duty# 
In your answer to question ISTo. 6 you make your position 
clear and you say that you would object to a countervailing 
excise duty. I quite understand that hut the consumption 
tax is not a counteiTailing duty. Japan has this duty, 

A, You indirectly tax the production of your own 
conntry. 

20340, Q. I want to tax the consumer. 

A, Which particular consumer you are trying to hit? 
Are you going to put this duty on the iniu made cloth 
only? 

20341. Q. I am looking at the question from the practical 
point of view as a member of the Legislative Assembly. 
We have got to vote these taxes. 

A. Are you going to put on all cloths ? 

20342. Q, You mean the handlooms? Can you suggest 
how we can put a tax on the handmade cloths? 

A, You will be restricting yourself to the mill cloths 
and leaving those of the handlooms. 

. 20343. Q, I don’t want to leave them at all, I am 
asking " can we rope them in ”? 

A. Our Committee has not considered that point. If 
you were to put on a consumption tax, you must remem- 
ber that there is a considerable amount of cloth made by 
tbe handlooms. 

2034 L Q, It is estimated that a third of the whole require- 
ments of the country is made by the mills, a third by the 
handlooms and a third comes from abroad. For the sake of 
revenue if you put 10 per cent, on the imported cloth, you 
will hit the consumer oy 10' per cent, of the mill made 
cloth coming from abroad, but if you charge 5 per cent, 
you will be getting the same amount by charging bn both 
the locally mill made and foreign mill made goods. 

A, Then only two-thirds wiU he taxed. 

2u345, Q. Now the question is *are we to forego this source 
of revenue because we cannot get the handloom products 
taxed’? 

A^ I would rather challenge that if we put 10 per cent, 
consumption tax on the foreign mill made goods, the price 
of the locally made goods will he raised to 10 per cent. 

20346. Q, Was not that the experience duiing the war ? 

A. Well, you must always remember that you were 
getting money from tbe mills extra profits. You were 
not getting any money in the shape of income tax from 
foreign finns. 

20347. Q. I say that 5 per cent, consumption tax on the. 
^niill products y-ould not affect the mill profits, ^ 

m '' '* 
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A, One might say why hit the mills.^ 

20348 Q. I don’t want to hit the mills, 

A. Why hit the millowner ? 

2(>34y. Q. Bir Malcolm Hailey would appreciate if you 
could suggest any form of taxation on anything otlier 
than cotton. , . . ^ 

A. I am not quite sure whether we do not seem to be 
discussing the advisability of putting a consumption lax 
which is going to hit the imports and mills exactly the 
same. 

2035^. Q. This will he collected fi'om the man who hxiys 
the dhoti at the rate of one or two annas a dhoti, 

A, If somebody has got to he sheared, I would suggest 
shearing you, I feel that there is a lapse. This has 
nothing to do with the Fiscal Commission. 

20351. Q, As a matter of fact, Japan has done this. 

A, You might want to raise the income tax which would 
hit me personally. But I cannot see what connection it 
has got with the*” fiscal policy of the country. It is purely 
a mattei' of raising revenue. 

2( »352. Q. What we are engaged on now is the best way 
of raising revenue and at the same time if possible helping 
industries. 

A* (President.) The point is not clear. ^ We are not con- 
cerned with raising revenue directly hut with the best fiscal 
policy. The revenue comes in as a part of the fiscal policy 
or as a result of the fiscal policy. 

20853. Mr, Ehode^, — Q. I suggest this consumption tax 
in the present hard times as a possible fiscal policy. I 
would abolish the oountervaling excise duty entirely and 
then if you lil?6 lower the- import dxity to per cent. 
This would give the Bombay mills the same protection 
against Lancashire* and Japan which they have at present. 
If you want more revenue on two-thirds, because _ you and 
I seem to agree that it is difficult to get at the third, put a 
consumption tax on both, leaving the protection to he the 
same. 

A. I don’t think that I can suggest that it would be a 
good thing to do that, to tax in other words your cloth 
^ generally in India more practically without considering 
other possible sources of taxation which I have not. 

20364. Q. I am suggesting that all these will have to he 
reconsidered. There is a big deficit. 

, A, I don’t feel that I am prepared oi' qualified to give 
an opinion on that point. ‘ 

20355. Q. As regards hosiery I would like to find out 
whether it is your opinion that the backward state of the 
hosiery trade in India is due partly perhaps to the raw 
materials finding so much development along other channels, 
I mean more common channels of cloth. 

.i. 1^0. I am prepared to start a hosiery plant to-morrow 
if 1 think that it would he profitable j in fact I have a plan 
for it. 

20356. Q, Is it made of Indian cotton? 

A, Tes. 

20357. Q. Why is Japan in a better position to compete ? 
A, She has built up her trade and she dumps on us. The 
Japanese manufacturers get indirect bounties by freight 
concessions and so on. 

20368. Q, Let us take the freight concession — ^because we 
have had a suggestion put to us that India should xequme a 
mercantile marine. Your Association is a big consumer 
of coal. 

A. Yes, hut OUT Association is becoming a smaller con- 
sumer of coal every year. 

20359. Q. Have you any idea as to how much coal you 
^ trse”? ' 

' -d. r cannot tell you. 

, I 0^® of ^6 reasons why Japan is 

pomhay fe low freights to Japan for the 
raw cotton and low freights hack to Calcutta against 
fairly high rates in the coasting trade. 

A, 'VTOch coasting trade ? 

- ' 020361., Q. Calcutta to Bombay P 

[ have not considered that point, 1 am ^•aid. 

* Q.''In answer to Mr. Jamnadas Dwarkadas you 

mentioned that the coasting rate was high. 

A, I w^ ^tong and I should not have^s&^id it. We only 
know that the rate between Bombay and .Tapanis very 
low and we look on that as a reason for possible protection 
against the dumping- of Japanese goods. 

• 20363. Q, I was going 'to suggest to you that the pro- 
tection ,could he made up by fioating your steamer company 
which would bring coal from Calcutk to' Bombay add take 
hack piecegoods. ' - 

A, I don’t think that the Millowners* Association con- 
sidered that point. ' 'v. 


20364. Q. Many countries have developed and there is a 
great development in Calcutta by one type of industry 
leading to another. We are^ not hixilding up'a factory for th'e 
manufacture of jute machinery. 

A, I am rather interested in this. I am able, as a mill- 
owner, to start a factory for the manufacture of cotton 
spinning machinery. 

20365. Q. There is only one other question. Have not the 
higher wages paid by you prodxiced a rise in the standard 
of living ? 

Kot very much. From the information I got, the 
millhands doii't want a higher standard of living. In 
some cases it has produced that result ; it has been pushed 
on to them. 


20366. Q. We have been told that the standard of living 
is low in India owing to the lack of industries. You suggest 
that our ultimate goal may he that more men might get 
i.*unk on better liquor. « 

A. I am one of those who think that we should do our 
best to do propaganda work to encourage men to take to 
higher standard of living. Unfortunately the man either 
spends on liquor or else takes it home and pays some of 
the home debts. As you know, part of the family comes 
and works here and the other part works on the land. 

20367. Q, Have you built up an industrial population ? 

A, We are trying to. 

20368. Q. Is there such a transformation taking place ? 

A, I have been told that there is a certain ^ percentage — 
what it is I cannot get at — which is industrial and which 
stops here. 

20369. Mr. Seshagiri Iyer,-- Q. You know that there 
are six millions of people who are directly interested in 
the handloom industry. That is the figure which has been 
given to us by an expert. A large number of agriculturists 
when there is no agricultural work to he done Sike to) the 
handloom industry in several parts of India. 

A. That is the reason^ why the Millowners’ Association 
are in favour of developing the industry. 

20370. Q. I thought that Mr. Petit told us that he had 
objections to the countervailing excise duty because if you 
put an excise dut}'’, while you would be open to attacks from 
foreigners, it would not give you any protection at alL 

A, I think that Mr. Petit otjjected to the excise duty 
on principle. 

20371. Q. Supposing there is a wide margin between the 
excise duty and the protective import duty, would you have 
any objection to giving protection to the handloom 'industry 
to the extent of the excise duty ? 

A, The Committee are against the excise duty, but they 
have not considered the question of the hanffiooms. My 
own personal view is that the handloom industiy does not 
require this excise duty as a protection. 


20372. Q. How do you say that ? 

A. I think that the handlooms can be developed on lines 
where they don’t comiDete at all with the powerlooms. 

20373. Q. I don’t know whether you have read the report 
sent to us by Mr. Collins of the Bihar and Orissa Province 
wherein he points out that the handloom industry is compet- 
ing to the extent of 95 per'cent. with the poweiioom industry. 
^ A, At present there is a good deal on the senfeental 
side. My Calcutta House informs me that Bombay mill 
goods are getting 26 per cent, more than the imported goods 
because of the sentiment. The hand products are to-&y 
being paid far higher rates than either imported or mi)! 
products hut if you want to develop an industry you caiwiot 
take sentiment as a criterion and there is an enormous field 
for developing the handloom industry which I personally 
would like to see pushed, I don’t pretend to be an expert 
myself hut I have had iny own experts looking into the 
question and they point out to me that fancy articles, 
handkerchiefs, etc., have always got a very good market aaxd 
the handloom industry is more fitted to_ do, 
than the power industry, ' 

20374. Q. If the powerloom industry of this country is 
sufficiently able to compete with foreign manufactures, what 
objection can you have to imp(^ the excise duty which 
would halve the-efEeet of protecting the handloom industry. 

• At the" present time the home 

mduefries here produce about half of India’s requirements 
and f ore^n industries the other half.' When therefore 
hanffioomsor the pow'etloohrs 'ate producing 
practically the^ whfile, then y6u"(3an ^ink df "prdtebting the 


you have got 
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20375. Q, Tlie Handlooins will be wiped off. 

A, Why. The powerlooms can only supply less than 
half. 

2037(3. Q. I will give you one concrete instance as to the 
way in which the handloom industry is suffering. It has 
been calculated by an expert that the cost of labour of the 
handloom industry is 5 per cent, higher than the cost of 
labour of the poweiioom industry, 

A. Possibly, but on the other hand if you wish to take 
a very high class d/ioH made of fine yarn, it is made by 
the handloom industry. 

20377. Q. You must take the manufacture of coarse cloth. 
It has been calculated and so far as my knowledge : 2 oes that 
the cost of labour is 5 per cent, more and not only that 
I will give you one concrete instance. It has been found 
that whereas in the case of mills, some of them at least 
produce their own yarn, the handloom industry has to buy 
the yarn and that means it has to incur the extra expendi- 
ture of packing, freight, etc. 

A. I think that the method of supplying yarn to the 
handloom industry should be improved greatly on the 
co-operative principles that are now used on the continent. 
My point is that the handloom industry is not being 
developed on sound lines. There is a large market for the 
handloom products. There is a large market for the home 
mhl goods. Until that market is properly exploited I don’t 
think that you would insist that the hancUooms must make 
a particular kind of cloth which the powerlooms are making. 
The handlooms must make a different kind of cloth which 
the powerlooms do not luanufacture. I maintain that they 
could be developed on lines which would not clash with 
the power looms, 

20378. Q, I presume that you are not prepared to advocate 
the imposition of any duty upon the power loom industry even 
though it may not have any effect on it and even though it 
may have the effect of encouraging the handloom industry. 

-d. Personally I do not think it is necessary. 

2o379. Q, It is merely your personal view. As regards 
the ^estioniof Imperial Preference, I think you suggested 
Mr. Petit that there has been a difference of opinion on the 
matter. The point that I want to put is whether this 
position has been considered by your committee, namely, 
that while our imports are largely from the United King- 
dom (about 70 per cent, of our imports are from the United 
Kingdom) 'our exports are lai^ely to places outside the 
United Kingdom. Therefore Imperiaf Preference would 
considerably hamper us. It will influence other people to 
whom we export to retaliate. 

A* (Mr, Petit) I am against Imperial Preference. 
(Captain Sassoon) The point has been considered by the 
Committee. It is not considered that the foreigner would 
retaliate. 

20380. Q, You have considered it ? 

, A* (Captain bassoon) We have considered it. We have 
stated in our evidence that we do not apprehend any lineli- 
hood'of retaliation by foreign countries against India. We 
are exporting chiefly raw materials. By putting on a pro- 
tective duty against say raw jute, the foreign country that 
retaliates VouM lose more than we would. 

20381. Q, Upon this question of foreign capital coming in 
the suggestion was made that in consequence of the Legisla- 
ture becoming more and more representative there will be 
no necessity for making this distinction between Indian and 
European capital. Is it within the range of practical poli- 
ties that when once an industry with foreign capital is 
established the Legislature can have any control over it P 

A^ (Mr. Petit) That is exactly what i have tried to 
make* - 

20382. Q. How can the Legislative Assembly control it 
afterwards P 

(iir. Petit) You cannot pick and choose. 

20383* You know that there is a general opinion which 
is largely prevalent that it is because of the presence of 
foreign capital that China has not been able to develop its 
ihstittttione on its industrial side, and that if there had been 
more of Chinese capital the development of China would 
have been more rapid. 

A* (Mr. Petit) that is one view. (Captain Sassoon) 
My idea is that there is an enormous difficulty in 
the way of ample foreign capital coming in in China, It 
is so hedged round with restrictions that one is very 
much discouraged from investing one's money them. 
I personally am anxious to help the industries of China in 
parinership with Chinese capital, but the Chinese official 
classes’ point of view is “ No* You spend your money and 
takt* all the risks and give us 80 per cent, of the profits.” 
We have not up to now found ourselves in a position to,, go 
there. 


20334. Q* I think your position will be that so far as China 
is concerned, you would like the Chinese andtVe foreigner to 
work together and share the capital and the profits. 

A. Yes. I think where English industries wish to^ come 
to India and are willing to be associated with Indian indus- 
tries and work with Indian money they can get the 
advantage of an Indian member on the Legislative Council 
who knows the local conditions. 

20386. Q. You do not have objections to their coming- 
But would you have a law making it coiopalsory, upon the 
establishment of a new industry by foreigners, that a cer- 
tain amount of the capital should he subscribed by Indians P 

A. I do not think it is necessary. 1 think the other side 
will ask for it. 

20386. Q, I think it would he better to he on the safer side. 
So far as .the United Kingdom is concerned, as regards 
merchant shipping, no “alien can have a share in their 
merchant shipping concerns. 

A, The committee have not discussed merchant shipping. 

20387. Q* Mr, Jamnadas Dwarkadas told you that once you 
impose a protective duty upon a particular article, it would 
be very difficult to remove it afteiwards. But 1 believe 
that having regard to the answer to question 29 where you 
suggest a permanent body to examine the imposition of 
customs duties, that body > ear after year would recommend 
in what cases ihe duties should he taken away. 

A. It would be quite possible. 

20388. Q. There will be no difficulty on that score ? 

A. No. 

20389. M7\ Coyajee. — Q. You have given us so much 
valuable information that 1 won’t take up much more of 
valuable time. I want to ask only a few questions about 
your proposals for giving special protection to hosiery, 
calico printing and cotton blankets. There was a cotton 
expert who appeared before us and I took the opportunity 
of putting your proposition to him and elicited some . in- 
formation, and I want your views on those opinions. 
As regards calico printing he arguedT that the introduction 
of calico printing will be very difficult because of the finish 
and fineness that was required, and that oar» cloth is 
not good enough for calico printing. Is that a great 
difficulty? 

A. You have what you call ininting cloth. It would 
probably mean developing a new class of finer cloth. 

2039U. Q. That will be preliminary step towards tbe 
development of the calico printing industry? 

A, Not necessarily. It is purely a question of whether 
you want the finer cloth or not to start with, or you would 
be content with the cheaper cloth to begin with. 

20391. Q. The cheaper class of calico printing might he 
started first. 

A, There is an industry in hand printing also along 
with machine printing which is being done by the Standard, 
Mills. The industry exists to-day. 

20391. Q. Even there it is said that our labour is not yet 
trained for such skilled work as calico printing. Is that so ? 

A* (Mr. Petit) There is no doubt that it will develop in 
course of time. It is developing now. * ^ 

20392. Q. The observation was also made that calico 
printing is a highly specialised industry by itself and that 
even in England it is carried on by a famous combine. 

A, 1 may add that a representative of that very same 
combine has been in India and told me that one of hi» 
firms was trying to get into touch with various Indian 
industries iu order to build up this trade.^ 

20393. Q. In asscoiation with mdian industries? 

A, Yes. 

2u394. Q. Then as to hosiery, 1 am afraid that much 
of the hosiery that we manufacture now is fairly coarse ? 

A* Yes, very coarse, Ai one time we were exposed to 
very severe competition from Japan. Japanese goods were 
laid down nere at prices very much lower than we coyild 
produce here, "W e were quite sure that hosiery was being 
dumped here from .-apan because of subsidies and special 
concessions given by the Japanese Government, 

20.-“. 6. Q. Have you got any exact information on this 
subject ? It would be very valuable for us, because we havt 
got to examine certaii. Japanese gentlemen on the topic. If 
you would be good enougi to lay our hands on any informa- 
tion it would be very useful, 

A, For tbe last three or four years the hosiery depart- 
ment has been getting on veiy well. I don’t think there is ^ 
competition now. 

203 6. Q. The better class hosiery would req^re 
ouppose foreign yarn to work up. ^ . 

A. Unless you produce that yam it is no a 
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20S97. Q. As to cotton blankets there is only one 
question. Yonr trouble is the depressed condition of foreign 
changes which benefits Italy and Austria. 

I am sorry I gave the wrong places* The places are 
Germany, Holland and Belgium. 

2D3ji8. Q, They have got the advantage of the exchange 
situation. 

A. Not only that. They have got special technical 
plant, very high technical skill, and also special facilities for 
the production of these cotton blankets. These things 
make it very difficult to compete with them. 

20399. Sir Montagu Webb,-- Q, Germany has long been 
able to make woollens out of Sind cotton. 

J, Yes. 

20400. M 9 \ Cogajee — Q. These special machines and 
other things, were'they developed since the war or before 
the w^ar ? 

A. They were developed before the war. You can buy 
blankets to-day in Calcutta from Germany at ^ the same 
price as the yarn composing these blankets is sold on 
the local market. 

20401. Q. I was informed that in the past our mills had 
been making cotton blankets and making good profits too. 

A, We have developed that trade very considerably 
during the war. 

20402. Sir Montagu Wehb,—Q, Your reply to question 
43 I understand is that the Bombay Millowners* Associa- 
tion represents 84 per cent, of the cotton mills of Bombay 
and 37 per cent, of the cotton industry of the whole of 
India. 

A, Yes, 

20403. <8. Am I right in saying that the cotton industry of 
India is the greatest group of cotton manufacturers in the 
British Empire outside the United Kingdom ? 

A. I do not know. I cannot definitely say. {"Mr. Petit) 
It is so. , 

20404. .Q. Can you give us an industry anywhere else 
approaching it and which is as big as the Indian industry ? 
A, What about America ? 


20405. Q. I mean in the British Empire. 

A* Yes, The cotton industry of India is the greatest 
group of cotton manufacturers outside the United King- 
dom. 


20406. Q, Is it not a fact that this great group has been 
built up under a system of free trade ? 

A, We might say, in spite of a system of free trade. 

20107. Q, You see the diffiei^ence when you say in spite 
of a system of free trade ? 

A, Yes. 


20408. Q. I asked the question because in your first reply 
your Association favours a policy of protection, I have 
wondered why having built up so successfully the greatest 
industry in the British Empire you nevertheless felt that 
a policy of protection was needed. 

A. We say for India generally. 

20409. Q, But not for the cotton industry ? 

A, I think we hare pointed out that we do not need any 
increase in the present protection to the cotton industry. 

20410. Q, The present 11 per cent.? 

A. With the exception of those three branches of the 
trade we have specified in answer 50 we do not need any 
protection. 

20411. Q, I think you replied to Mr. Jamnadas that your 
Association does not advocate any special protection for the 
cotton industry, 

A, We had a very large market in China and we have 
lost that market. That is why we have to protect ourselves 
in future, - . . 

20412, Q. Avery expert and astute witness told us that ail 
industries are like individuals and went through three 
st^es : the baby stage, the child stage and the adult stage. 
His policy was to nurse the baby, protect the child and free 
' the adult. I take it that your view is that fhe cotton 
industry has arrived at the adult stage. 

A, As far as the particular classes of goods that we are 
now manufacturing are concerned we are adults. But if 
it^ is found necessary to compete in the higher grades, we 
will then be -a baby, and in that respect would require to 
be nursed. 

20413. Q. Do you think that any amount of nursing will 
enable you to spin the higher grades P 
A, Our laboui* is improving gradually. The are able to 
spin the higher grades, and better than they were able to 
do ten years ago. 


20414. Q, Your view then is that a polic:^ of moderate 
protection is necessary in the interests of Into as a whole. 
That is the view of your Association ? 

A, The protection is discriminating protection, rather 
than moderate protection. 

20415. Q, In your replj" to question 25 you say that the 
adoi>tion by India of a policy of protection would have no 
effect whatever upon the foreign trade of the country ? 

A. No. We say material eScct. 

201*16. Q, Would you kindly explain how this country is 
going to benefit by a protection if it has no material effect 
whatever on the foreign trade ? 

A. We have pointed this out in our answer to question 
25. It might alter the class of our exports and imports. 
We have always been importing certain goods. We cannot 
expect to be self-sufficing for a very large number cf years, 
we will have to import. But we may export those things 
which we are importing now and import other classes of 
things. It might alter the character of our imports and the 
character of our exports. 

20417. Q. That is what you mean by saying that it will 
not have any material effect upoivforeign trade. You mean 
that it might alter the details of the trade, but would not 
materially affect the volume. 

A, Yes. There is also another point. ^ We might iinport 
a large amount of treasure. It is conceivable that i£^ we 
did not have to iinport so much as we do to-day that might 
mean that we would have -to import treasure in the place of 
some of the commodities which we were importing before. 

20418. Q. 1 n your answer to question 53 3 ’' 0 u refer to the 
depressed condition of the foreign exchanges, By that you 
do not mean that at present the depressed condition of the 
rupee is handicapping the cotton industry P 

A. We say the foreign exchanges. We put the word 
foreign exchanges on purpose because we do not consider 
that the rupee is the foreign exchange of India. ^ 

20419. Q. You mean by foreign exchanges ceifain of the 
Continental exchanges ? 

A, Yes. 

2o420. Q. Can your Association suggest any fiscal remedy 
for counteracting the effect of foreign exchanges, the benefit 
which the foreign Continental manufacturers temporarily 
enjoy ? 

A. I can suggest a temporary duty to H put on by the 
technical committee or by executive action until such 
matters have adjusted themselves. It is analogous to 
dumping. Y^ou put on a duty temporarily and you take it 
off when the need of it is gone. 

20421. Q, Your idea then is that a permanent body would 
watch the condition of foreign exchanges and put on a duty of 
500 per cent, against Gemiany, 250 per cent, against Italy, 
and 11 per cent, say against England. Is that the kind of 
regulation you have in mind ? 

A, I take it that this would he one of the functions of 
the pennanent committee which we have already suggested, 

20422. Q. Is that the type of retaliation which you would 
advocate to deal with this difficulty P 
A, It would be small. It would be put on against say 
cotton blankets while the exchange is at '^at particular 
figure. 

20423, Q, So long as" the German mark is 5 for a penny 
you would want something like a 600 per cent. duty. 

A. Germany pays its labour at a certain market rate 
which will be something which would bring it up to a fair 
competitive value. 

20424. Q, Then your Association would recommend that ' 
adverse exchanges should he retaliated or corrected by 'the 
aid^ of a special tariff calculated to nullify the advaiitage 
which the foreign manufacturer enjoys. ■ ' - 

A, Taking oi course into - consideration what the fof^ign 
manufacturer pays in local currency, 

20425. Q. ^ I suppose that will reqmre daily adjustment. 

A, I take it that ther coiiimLttee would not be asked to ' 
decide daily. It will be periodical adjustment, annually 
perhaps. 

20426. Sir Manakjee Dadabhog, — Q. Would it be 

feasible ? 

A. I think it would be. (Mr* Petit) The Indian pro- 
ducts are likely to be very seriously handicaj)ped. These 
adjustments should he done, even though it may cause a 
little inconvenience at the moment* 

20427 , Montagu Webb , — Q. I have only one 
more ^ question to ask, and that is in connection with 
Imperial Preference. It has been suggested more than 
once that if India benefited by a system of Imperial 
Preference there would he no gain to England, and 
that !pQr contra if the United Kingdom benefited then 



India must stifEer. Is that the vieTr seriously held by the 
Association ? 

^ A, That is the view of certain members of the Asso- 
ciation. Mr. Petit holds that view. Others think that it may 
be possible for it to benefit both, though they cannot 
suggest in what way. 

20428. Q. If I have commercial dealings with you and I 
make a profit therefore you must lose. I cannot make a 
profit without jrour losing. Surely that is contrary to all 
economic pxdnciples. 

A* Had I not given • you at the rate that I gave every 
rupee that you make I would have made myself. 

20429. Q. Ho, surely. That is a view that I have never 
heard of before. I have hitherto thought that normally 
from every transaction both sides make a profit always. 
That is the normal condition of trade. 

A, (Mr, Petit) But in this case unless the conditions are 
the same, one side getting the preference must benefit. 

2043'' I Q. The other side does not necessarily lose. That 
is what I wrant to get it. It is suggested that under a 
system of Imperial Preference one side must lose and the 
other side gain. I say this argument is faulty. 

A. (Mr. Petit) Suppose the United Kingdom gets a small 
preference of say 3 per cent, on imports. The imports from 
other foreign countries have to pay 3 per cent, more, and 
the price in the market would be adjusted in course of time 
on the basis of the import duty payable by those other 
foreign countries. 

20431. Q. Lotus take blankets for example. Suppose 
British blankets pay 11 per cent, and German blankets pay 
14 per cent. ^ How will the price be regulated? 

A, The price in the market wo-dd be adjusted on the 
basis of the 14 per cent. 

20432. Q. _ You say and believe it ? 

A. (Mr. Petit) I absolutely believe, it. The British 
manufacturers are bound to get the benefit of the 3 per 
cent. 

3^433. Q. Why do you think that the price must adjust 
itself to the higher price and nor t“ the lower price when 
there is a 3 per cent, advantage in favour of England P 

A, I would like to point out that the Committee d not 
necessarily agree with Mr. Petit’s view. In our answer 21 
we do not say that the consumer would necessarily have to 
pay higher prices. 

20^34. Q, That appears to me to-be the correct view. While 
England will get the benefit of receiving the orders, it 
would not necessarily involve a loss to this country. That 
is to say, when one side gets a benefit, it does not mean that 
the other side must of necessity lose. 

A. Assuming for a moment that the price will admst 
itself on the basis of 11 per cent, the foreign manufacturer 
finds that he has no option and pays the 14 per cent. That 
is what it comes to. 

20435. Q, I think that the advantage is that both British 
and .German blankets will be supplied at a lower price than 
otherwise. 

A, Why do you assume that the German manufacturer 
will reduce his price ? 

20436. Q. He may put it down, I say, 

Aj, He cannot, if England got any benefit out of it then 
India would lose. 

20437. Q. Otherwise India cannot benefit it? 

A. When two peoples enter into a commercial transac- 
tion if one side gains then the other side must lose. 

20438. Mr, Narottam Morarji, — Q. With regard to 
these blankets, they make these blankets from cotton 
waste. Do they use the local waste ? 

A. I should thiMk probably both. I do not know. There 
is no reason why they should not use the Indian waste as 
well as other wastes. (Mr. Petit) They take aU the waste 
away to Belgium where it is used. 

20439. Q* In order to preserve . the cotton waste for our 
own uses would you advise a duty on cotton waste ? 

A. Ho. I would sooner have a duty again >t their blan- 
kets rather than have an export duty on our waste. 

20440, Q. Could you give us any figures about the cotton 
blankets trade ? ^ ^ 

A, We have not gone into any details* We thought it 
was, a matter for the technical committee lb be appoint- 
ed. 

20441. Q. You said that owingtoti*ansport facilities Japan 
was able to compete with the Indian mills. Can you tell 
us definitely what those facilities are that Ahey get ? 

A. I am told that there are special freight facilities. 

20442. Sir Montagu Do you mean freight 

facilities granted by Government. 


A. It seems to me that they have got some sort of a 
bounty., 

20443. Q, But this is denied ? 

^ A. 1 hat may be,, but I believe that the Slate has got some 
kind of arrangement with the steamship lines. They give 
certain fi’eight rates for Japanese goods. I know that if 
you ship cotton to Japan the Japanese insist on the goods 
being earned in Japanese bottoms to get certain ad- 
vantages out of it. 

20444. Mr, Narottam Morarji,---Q, In answer to 
Mr. Jamnadas Dwarkadas you said that the standard of 
living of our Indiauimillhands is rather very low. Cha'wds 
are built for these people. What do you find the condition 
of these chawls to be ? 

A. I am not prepared to say that the miBhand prefers 
living in these chawls rather than iu the places where they 
used to live before, 'i bey are certainly overcrowded. We 
find it* very difficult to prevent them from overcrowding. 

20445. Q. What do you think of the efficiency of Indian 
labour as compared to Japanese labour ? 

A, I think we are less efficient as compared witk Japan. 
204^6. Q. Would you suggest giving bounties or subsidies 
to concerns which start inanufacturing hosiery? 

A. That has not been considered by the committee. 

20417. Q. In answer to question Ho. 18 you say ; “ At any 
rate in the case of British firms, the Committee consider such 
action would be to the benefit of the country,” Why 
should the British firms be more beneficial than foreign 
ones ? ^ 

A. I think that the committee felt that British firms 
would have more technical knowledge. The committee 
would have British firms in preference to foreign firms, but 
they do not necessarily bar out the foreigners. (Mr. 
Petit) This again is a majority view. I beg to point 
that out. 

20448. Q. Have you considered the present method or 
fixing railway rates in India ? ^ 

A. I think on general lines it was raised in the com- 
mittee, It #a3 urged that an alteration in the railway 
rates might help internal factories a great deal more than 
is possible at present. 

2* >449. Sir Edgar Molherton, — (i, One or two questions 
about labour. Do you find that there is plenty of labour 
for your mills ? 

A. That depends upon the monsoon. After a good mon- 
soon there will be a shortage : they will go home temporarily 
and come back. 

2t)45C. Q. It has often been put forward before us that 
one of the reasons for the industrialisaticn of India is to find 
more work for the agriculturists. But wherever we go we 
do not find anybody suffering from surplus labour, 

A. There is lack of industrial labour, 

20451. Q. Do you think if in course of time industries 
develop, the agriculturists would like to settle down as 
industrial labourers ? ^ 

A. I would not like to speak off-hand in this matter, 
but the industrial population to-day is larger than it was 
10 years ago. There is no doubt that a certain proportion 
of our labour is becoming industrial, instead of being tempo- 
rarily ‘agricultural and temporarily industrial. 

20452. Q. It is settling down? ’ 

A. Patt of it is : but how much percentage I do not 
know. 

20453. Q,. Do you know if there is an increase of that 
tendency P 
A, I am told so, 

20454. Q. Another point about labour. Wages have gone 
up by 3'0 per cent, as you said. 

A. I was speaking of mill labour, 

20455. Q* Have you found any tendency in the mill 
hands to save money when it gets more wages ? 

A, It is difficult to say because they may be sending 
it up country. 

20456. Q. You have really no check over that ? 

A. We have not. We are starting co-operative societies 
in our mills* They have been very popular, but *we have 
little check. We do know that in some cases after bonuses 
have been paid or vrages have been paid the tendency is to 
strike or to absent* The tendency is to spend off before 
they come hack. 

20457. That seems to be the curse of the whole world. 
That is one of the results of better wages. 

How, Mr. Petit, if I did not hear you wrong, you made 
a statement that it is impossible for the East to compete 
with the West without protection ? 

A. (Mr, Petit) Yes. 
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^ 20468. Q, Could you amplify that point in any way ? In 
view of the present great industries of India which I know 
have been built up in this country that seems to be a 
wide statement. Could you explain why it k iinpossible? 

A. (Mr. Petit) Because the West settled in industries 
much earlier than India : it has got at its back technical 
experience, expert knowledge, scientific equipment. The 
West "was first in the field and there is no form of 
industrial activity in which India cannot be beaten hollow 
today. 

20469. Q. Beaten by whom ? 

A, (Mr, Petit) By the West. Take for instance the 
textile industry of the country. Before the war there 
were periods during which the industry was in a critical 
oondifion, and in a majority of cases the mills were 
tottering and there were periods of very great stress and 
strain. 

20460. Q. Was it not the case with regard to every 
industry during certain periods ? • 

A. (Mr. Petit) It was so, but in the case of India it had 
also to compete against the expert knowledge of Western 
coiinines. 

20461^. Q. But you could buy that expert knowledge. 
It is surely for sale in the market ! 

A. (Mr. Petit) Certainly, we can : That is how we built 
up our industries 

20462, Q. That is one of the many things that you have 
to buy in the market. 

A, (Mr. Petit) But - whan we buy a Ithing and^ equip 
ourselves for manufacture, we want some protection. I 
think the local mill industry has been built up not because of 
any favourable conditions in its favour or because of any 
help it may have received, hut in spite of many impedi- 
ments placed in its way by Government. 

i.0463. Q. That is rather a difEerent point. What I under- 
stood you to say was that the Bast could not compete with 
the West. It is not a thing of Government interference. 
What about Japan ? 

A, (Mr. Petit) The Japanese competed because Japan 
got hold of the Western expert and thus, 

20464. Q, They bought it> 

A. (Mr. Petit) They bought it and erected a huge tariff 
wall gainst Western industries. 

' 20465, Q. Do you think that their success is due not to 
their enterprise hut to the tariff wall P 
A, (Mr. Petit) Absolutely, Prance did the same : 
Geimany did the same. Under the conditions prevalent 
India cannot compete. It is such an unfair competition, 
and we must be protected by a tariff wall. With a tariff 
wall and with expert skill we can do compete. 

20466. There k only one other point, Mr. Sassoon, and 
that is the interesting discussion which you had with the 
President with reference ter the profits made by the Indian 
mills. Sir Ibrahim divided the whole capital into three parts : 
ordinary, preference anJ ■ debenture, and working capital. 
Now, as a matter of business interest, would not anyfiiing 
that we pay as interest on working capital rather go as an 
expense than as profit P Surely you debit it as expense 
to your business rather than include that capital with the 
other capital, 

.4. We have been asked to get figures on those lines, 

20467. Q, All I was going to ask is, would you get in that 
way a truer statement of the real result of your mill than 
comd be secured by a balance sheet P 


A, That would be a truer way because it is difficult toknotv 
whether the profits are due to a large capital with a small 
working capital or a small capital witn a large working 
capital. If i proceeded with a capital of JSK'O and bor- 
rowed a million — it might he some fool who gave me — and 
then put all the profits of that mili^ to the dSlUO, ^ then it 
would show a big percentage. But if I had a million as 

my capital and borrowed £XC0 

20468, Q. I was asking whether the one would he truer 
l-han the other ? 

A, I take it that the President is not asking me to 
put it either way. I have been asked to try and get a 
comparative statement cf the capitals of the mills and the 
profits on the lines mentioned by him. 

20469. Q. Everybody has a different uayef making up 
balance sheets ? 

' A, Exactly. 

f 20470. The President.— Q. A great deal has been 
said about the competition of the continental coun- 
tries in consequence of the present exchange position. 
I answer to Mr. Narottam Morarji you said that ail 
the cotton' and the waste cotton that these continental 
countries use as their raw material is not produced 
in their own country. 

A. Part of their raw material is imported, and part 
of it is a by-product of cotton. 

26471. Q. They do not produce cotton in their coun- 
try and even the waste cotton is a by-product of the 
imported cotton. 

A. It is mostly Indian cotton that is used for the 
low counts. They mix Indian cotton with the waste 
of the other cotton. 

20472. Q. They are not producing cotton : they have 
to import all these, and when they import they do not 
gain by the exchange position. People generally speak 
that they gain by the low exchange when they send 
their manufactured goods, but I suggest that they 
have to pay highly for the raw materials when they 
import. So, as regards the main value of the raw 
material and the sale of manufactured goods the ex- 
change does not affect them; it may be low or it may 
be high. The only difference is in regard to the cost 
of labour. There is no difference in transport, because' 
transport is at competitive rates. In the case of 
various countries, especially England, it works on the 
sterling basis. So the only Benefit that they can get 
in exchange is in regard to labour, but even in regard 
to labour the cost of living must have risen consider- 
ably in consequence of the low exchange and there- 
fore the cost of labour must also have risen, 

A, That is why I pointed out to Sir Montagu Webb 
that you have to take into consideration the internal 
rise, — ^that is the rise in terms of gold marks or gold 
dollars. The rise in wages in terms of gold marks or 
gold dollars is very much lower than here or other 
country. 

20478. Q. Then the real benefit which these people 
get is in the reduced cost of labour. 

A, Exactly, that is admitted by us. 

20474. Q, Puttmg it in general terms, as is done 
usually, it leads to the impression that the low ex- 
change is all to their advantage. 

A. It is only a portion. 

The witness withdrew. 


„ , Supplement to Witness No. 128. 

Copy of letter No. dated the 2413i ApJ® 1922, from the Secretary, The Millowners’ Associatioji, Bombay, 

to the Secretary,. Indian Fiscal Conunission, Simla. 


:^()474-A. At the request of Captain E. V. Sassoon, one 
of the gentlemen nominated by my Committee tcTgive evi- 
dence upon their behalf before the Commission, I*b^ to 
forward h^ewith, for the information of tho members of 


MEYEE SASSOON MILL. 

Dace of 'purchase — llik October 1910. 


in tabular form, the percentage of profit made by various 
mills in Bombay on the capital employed, differentiat- 
ing between mills purchased or built a Considerable time 
ago and those built or purchased during recerit' years. 
For purposes of convexiience I have embodied in the 
retm'nsTn respect of each mill the date on whieh it 
started work.‘a.\s*r was purchased by its present owners. 
The profit*^ are in rei^ect of the year 1921 in each 
instance. 


Average MONTHLY capital employed in 19551. 

♦ 


Ordinary Share Capital 
Debentures . 

Eeserve Funds 
^Other Funds . 


Es, AS. p. 

. 10 , 00,000 0 0 
. 12 , 00,000 0 0 
. 6,90,000 0‘U 

. 81 , 6 ^ n 7 

— : ‘ 

-au vi KfiA-n »7^ 
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Worldng Capital borrowed from 
Agents . , . . , . 

Sundry Creditors . . , , 

Profit and Loss account . 

Total Capital employed 


Profit and Loss account for the year 
ending 31st December 1921 
Less depreciation . 


2,78,092 11 9 

7,27,661 

6 6 

1,09,480 

5 4 

40,86,795 

3 1 

13,13,764 

4 2 

1,60,000 

0 0 

11,63,764 

4 2 


28*50 per cent, on Capital employed. 
THE TATA MILLS, LIMITED. 


Profit for the year 1920-21 . . . 45,64,621 

Less depreciation . . • . 2,80,000 


42,84,621 


Percentage of profit on working capital 
after allowing depreciation . . 66*04 per cent. 

THE PEARL MILLS, LIMITED, 

Started working in 1914. 


* 

Rs. 

Capital 

. 19,97,750 

Debenture Loan 

. 16,00,000 

Funds ..... 

. 11,48,277 

Unclaimed Dividends . 

33,380 

Liabilities 

. 10,06,970 

Balance of profit 

14,874 


Buildings buiU in 1915. — Started worh in July 1917. 


Total working capital . 57,01,251 


Capital . . . , 

Funds . . . . 

Liabilities J (1920 phis 1921) 
Carried forward . 


•^^* Profit for the year 1920-21 . . , 24,21,203 

64,87,100 Percentage of profit on working capital 42*46 per cent. 

14,48,167 

2,61,28,528 Profit for the year 1920-21 . . . 24,21,203 

1,94,809 Less depreciation . . . • 1,70,000 


3,42,58,604 


22,51,203 


Profit for the year 1921 . , « 36,05,703 

Percentage of nett profit before allowing 
for depreciation on Capital employed 10*52 per cent. 


Profit for the year 1921 . . • 36,05,703 

Less depreciation .... 6,97,774 


29,07,929 


Percentage of nett pro 'it after allowing 
for depreciation on Capital employed 8*49 per cent. 

THE SWADESHI MILLS COMPANY, LTD. 
Purchased in 1887. 


Percentage of proSit on working capital 
after afiowing depreciation . . 39*48 per cent, 


THE NEW CITY OF BOMBAY MANUFACTURING 
COMPANY, LIMITED. 

Started working in 1905. 


Capital . . . . 

Rs. 

6,00,000 

Funds .... 

. 14,63,046 

Loans . ... 

. 12,14,400 

16,955 

Unclaimed Dividends . 

Liabilities .... 

2,73,554 

Balance of profit 

5,808 


Profit for the year 1921. 



Rs. 

Capital ....#• 
Funds . , . • • - ♦ 

Balance of Income Tax . . « 

Balance of Bonus . . 

Unclaimed Dividends .... 
Liabilities (average of 1920 and 1921) . 
Balance of profit .... 

20,00,000 

92,67,499 

58,703 

2,233 

38,025 

21,88,060 

4,12,270 

Total woRKnsti capital 

1,39,66,790 

Profit for the year .... 36,41,928 

Percentage of profit on working capital 26*07 per cent. 

Profit for the year . . . . 

Less depreci^btion .... 

36,41,928 

2,50,000 

9 

33,91,928 


.Percentage of the above %n working 

capital . , . • ■ • . 24*28 per cent. 


THE CURRIMBHOY MILLS COMPANY, LTD. 


Started working in 1890. 


Capital 

Debenture Loan . 
Funds . . 

Unclaimed Dividends 
Liabilities . 

Balance of profit 


Rs. 


22 , 00,000 

20,00,000 

16,43,822 

22,617 

18,63,530 

14,908 


Total working capital . 76,44,877 


Profit for the year 1920-21 . . . 45,64,621 

P^entaste of profit on working capital 69*70 per cent. 


Total working capital • 35,73,763 


Profit for the year 1921 . • . 11,31,652 

Percentage of profit on working capital 31*66 per cent. 


Profit for the year 1921 . . . 11,31,652 

Less depreciation .... 73,619 

1 10,58,033 


Percentage of profit on working capital 
after allowing depreciation . 29*60 per cent. 


THE NEW GREAT EASTERN SPINNING AND 
WEAVING CO., LTD. 


Started working in 1874. 


Capital 

Loans 

Funds and Reserve 
Unclaimed Dividends . 
Liabilities . . ; 

Balance of profit 


Rs. 


23,00j)00 

10,00,243 

10,67,271 

,32,474 

5,01,421 

8,637 


Total working capital . 48,99,946 


Profit for the year 1921 • . • 18,02,447 

Percentage of profit on working capital 36*78 per cent. 

Profit for the year 1921 . • • 18^02,447 

Less depreciation .... 1,50,469 

16,61,978 

Percentage of profit on working capital 
a^er allowing depreciatiop , 
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THE COLABA LAND AND MILL CO., LTD. 


Started working in 1880. 


Frop for the year 1921, 

Bs. 

Capital 

Fixed Deposits 

Funds 

Unclaimed Bividends .... 

Liabilities 

Balance of profit .... 

28,00.000 

16,06,800 

21,66,914 

41,833 

4,96,065 

4,784 

Total working capital 

71,16,396 


Profit for the year 1921 .. . • 19,16,787 

Percentage of profit on working capital^ 26*93 per cent. 

Profit for the year 1921 . . • 19,16,787 

Less depreciation .... 1,45,106 

17,71,106 


Percentage of profit on working capital 

after allowing depreciation . .24*90 per cent. 


MAKOOKJEE PETIT JttAmJEACTURIKG COMPANY 
LimTEB. 


;Manockjee Petit Tardeo, started in 1882. 
Binshaw Petit I^Iidl, Pared, started in 1879. 
Bomanjee Petit Mahaldxmi, started in 1893. 


Frofit for the year 1921, 


Capital 

Eunds 

Unclaimed Bividends and wages . 
Loans and deposits 


Ps. 

36,09,500 

1,93,14,824 

2,96,598 

44,66,572 


Total working capital . 2,76,86,994 


Profit for the year 1921 . . . 51,60,145 

Percentage of profit on working capital . 19 per cent. 

Percentage of profit on working capital 
after allowing for depreciation . . 9 per cent. 


Witness No. 129. 

Mr. H. P. W. Macuaughten ol Messrs. Wallace & Co., Bombay, dated the 13th February 1922. 

Written Statement, 


20475. I desire to be clearly understood that the views 
expressed are my personal views, and in no sense those of 
the Chamber of Commerce, which is no more unanimous on 
the subject than any other body. 

Memo7'cinchim, 

20476. I see no reason for abandoning the principle of 
PreeTr^de in India and I consider that while it is necessary 
to obtain revenue by customs duties a coiTesponding excise 
duly should also be levied on articles manufactured in 
India. 

20477. It is unnecessary to remind the Committee that 
the effect of duties is necessarily to raise prices at the ex- 
pense of the consumer : and it appears to me to he equitable 
that the whole of such increase of price should be absorbed 
by Government in the interests of the country generally, 
rather than that part: of it should he retained by the owners 
of protected industries. 

20478. lam aware of course that many representatives of 
all communities maintained that the general welfare of the 
country is better served by tariffs which will develop the 
trade of the country ; that is to say, it is reasonable that 
an industry should be subsidised at the expense of the 
consumer, because the increased circulation of money 
through that Industry leads to wider prosperity and less 
unemployment : or to take a recent evainplo they claim 
that more ^ood has been done by the present prosperity of 
the^ mill industry of Bombay, than would have been 
achieved had the GdVernment of India been credited, and 
the MDlowners debited with the difference.between customs 
duty on imported and excise on manufactured goods. This 
is obviously a tenable theory, but it depends on the arrange- 
ment of a tarifE that will give equal encoui*ngernent to all 
industries on an equitable basis, and this has in fact been 
■fomad to be impossible. In the present high development 
of Industries, no industry can be in any way independent 
of others. It will - be remembered tnnt the tinplaters of 
Wales claimed protection for tin plates combined wit*' the 
ri^t to buy steel im the cheapest market while Sheffield 
cstlled for protection for steel, and this example is capable 
of veiy wide application. 

2041^. For if A demands protection for the development 
of the manufacture of matches in India, F is equally entitled 
. to claim protexslion in order to enable him to make the 
machinery for A and C for protection to manufacture 
J^s steel ajid so on down to Z and this applies to old 

well as to new industries. For if protection is once 
established I can see' no reason why the collieries of Bengal 
should not claim protection as well as the Cotton Mills of 
Bombay— or indeed why the cost of fuel eff every kind 
should not be raised to a point which will en-^ble the pro- 
prietors of hydro-electric plants to make their 50 to 8Q per 
cent, for themselves at the expense of th^ Mills. 


20480 For industry that depends ' for its success on a 
protective tariff is at the best exposed to the dangers of an 
arbitrary re-assessment of tariffs : it maybe for some reason 
necessary to reduce its own measure of protection, but it is 
almost certain that sooner or later the relative cost of one 
or more of its necessary stores or raw materials will be 
affected by a tariff designed to further so*? e of its sub- 
ordinate industries. Its position is therefore so uncertain 
that protection has in fact always proved an item of very 
little importance in the development of industrieis. 

20481. In any event, protection is ii, small item in com- 
parison with the other factors in a successful industry, among 
which are climate, labour, fuel, water, raw material and ex- 
change. The Cotton Mills of Bombay owe* their existence not 
to a protective tariff but to the suitability of the labour to 
the work : and at the. other extreme, no tariff on earth could 
bring success to a Whisky distillery if such were unfor- 
tunately inflicted on this island. It is not necessary to 
emphasize the various advantages and disadvantage.s of 
Indian labour : but I may perhaps be permitted to give 
one instance within my recent knowledge. The Govern- 
ment of the United States has recently imposed a tariff of 
40 per cent, or say 2 per lb. on the best quality of mica 
splittings manufactured in ^^dia. These splittings have 
to be manufactured by hand : an experienced woman can 
make up about a pound a day : and it is obvious that no 
tariff in the world can make their manufacture adapted to 
the rate of wages in America. 

20482, In the present fiuctuations of exchange, an effec- 
tive tariff appears impossible to find. A protective duty of 
10 per cent, is neutralized by a rise of 10 per cent, in the 
exchange : and though that may seem impossible in the 
present state of affairs in India, I can only ask the pro- 
tectionist to consider whiit tariff would be effective in 
keeping out goods produced in German marks or Russian 
’ roubles. 

20483. 1 consider therefore that the future of Indian in- 
dustries should rest on their own merits. I believe there are 
many industries highly suitable to the genius of the country 
which will be established to stand on their own*1Eeet like the 
Cotton Mill's of Bombay, the Jnte Mills and 'Collieries of 
Bengal, and the Steel Works of Chota Nagpur : and I 
believe that to attempt to foster unwanted new indus- 
tries by protection will be bad for the community and 
dangerous to themselves. 

20484. In submitting these views I feel that there is 
something to be said for Reciprocity— for I can see the 
possibilities of a tariff for purposes of negotiation and, if 
necessaiy retaliation. But even here, it seems to me liat 
the theory of reciprocity breaks down, because of the Mime 
principle that industries cannot be successful unless they.ar^ 
. established in suitable enyironpients. ^ 



2048o. There is a peculiarly aggravating case In the minds 
of the millowners of Bombay, and I agree that if any case 
calls for retaliation it is the virtual closing to Indfan yarn 
and cloth of the ports not only of Jajpan hut of Korea. But I 
cannot see that this case is distinguished in principle from 
the theories already discussed. 1 know little about Japa» 
nese Mills but I have always understood that they owe 
their success not to protection so much as to the peculiar 
advantages they enjoy, e.y., in working 23 hours per day 
by means of three shifts. Ti is is no place to discuss the 
question whether this is a sound practice in the long run 
but there is no doubt that Japanese overhead charges are in 
fact very low, 

20486, The Japanese Mills have in any case established 
themselves many years ago, and are working successfully. 


To subject their shipments to India to a duty calculated as 
the equivalent of their own import duty, can have but one 
effect, and that is the reduction of the quantity of cloth 
available to the Indian consumer to his disadvantage and to 
the benefit of the luillowner. 

20487. In conclusion I consider that India, with its enort 
mous preponderance of struggling agriculturals, is of al» 
countries the one where it is most dangerous^ to experimenl 
with the exploitation of the consumer in the interests of the 
industrial classes : and thatiit is essential that the success^ of 
Indian industries should depend on their ability to provide 
the consumer with cheap commodities rather than on their 
power to force him to pay more than the price at which he 
can get them from abroad. 


Oral evidence. of Mr. Maenaugliteii of Messrs. Wallace & Oo. of Bombay. 


Mr. IL Macnaughten of Messrs. Wallace & Co.* 
Bombay, was called in and examined. 

20488. The President. — Q. Mr. Macnaughten, you are 
partner in ihe Bombay Co. ? 

A* No, I am a mere shareholder in the Bombay Co., 

I am a partner in*Messrs. Wallace & Co. and Chairman of 
the Bombay, .Burma Trading Corporation. 

20489. Q. You are appearing in your individual capacity, 
because there was no unanimity in 3 our Chamber ? 

A. I find that our Association has found it difficult to 
arrive at a unanimity. 

20490. Q, You favour free trade ? 

A. I am a free trader. 

20491, Q. And you advocate corresponding excise duties 
on articles'manufactured in India to countervail against the 
customs duties levied on imports ? 

-A. I cannot see any other alternative. 

20492. Q. Can you tell us with your side experience 
whether any other country which adopts this policy of import 
duties and countervailing excise duties for the sake of 
revenue ? 

, A* I think England and India are the only two coun* 
trio^. 

20493* Q. Has England countervailing excise duties on 
any article ? 

A. Whisky and beer. 

. 20494* Q. Is it a countervailing duty ? You say : 
** While, it is necessary to obtain revenue by customs duties 
a corresponding excise duty shpnld also be levied 
on articles manufactured in India.*' I emphasise the 
word ‘corresponding.* Take the case, of icotton piece- 
goods. A 3i per cent, countervailing excise duty was’ 
levied on Indian cotton manufacture when an import duty 
of per cent, was levied. Is not that what you mean by 
•corresponding ?* 

A* les., 

20495. Q, Can you name any other country which follows 
that policy ? You have mentioned England. 

A* Am far as I know England only does it in the case of 
whisky and beer. 

20496. Q. But that is pure excise duty. It is not a 
coiTesponding excise duty, 

A* Asa matter of fact England, as far as I know, up 
till recently, -before war conditions ’-charged no customs 
duties on anything that was produced in England except 
whisky and beer, and those customs duties were counter- 
vailed by the excise duty on whisky and beer. 

20497. (oc> Whisky and beer manufactured iniEifgland ? 

A. Manufactured in England and Scotland. 

' 20498, Q. Do you think it a desirable thing for India to 
aspire^to be an industrial country in preference to being an 
^ricuitural country ? 

Am X do not think it will ever be an industrial country 
rather t^n an agricultural country. I think India can 
develop its industries very much, but I think there has 
always been something like 90 per cent, of the population 
of India employed on agriculture. 

20499. Q. Do you think it is desirable in the economic 
interests of the country ?. 

A. 1 think it is exceedingly desirable for every country 
that its population should be agricultural. 

20500. Q. Can you tell me any other country that has 
followed that policy ? 

A. 1 think most of the oountrxes are agricultural rather 
than industrial. 

20501. Q. Please name some of the countries, 

A* w ell, the Argentine in South America^ Canada, the 
United States, Prance, Italy, in fact almost . every country 
eacept Belgium and England are fhalnlv agrlculturaL 


20502. Q. WiU you please tell me why, if this policy is so 
advantageous, the United States of America, Canada, 
Prance, Italy and other countries have adopted a policy 
of protection for the development of their industries ? 

A* They have not been successful in their policy except 
in America. 

20603. Q. Still they persevere in it P 

A. Yes. 

20504. Q. VV by 9 

A. Well, I suppose because they can get much better 
with it than withoatit. 

20505. Q. They can {get better with protection than 
without it ? ^ 

A. With the exception of Great Britain which is the 
most important indas trial country in the world. 

20506. Q. It has!been I toldithat England established her 
industries on protective principles. After they had develo- 
ped their industries they adopted free trade. 

A. I am aftaid we are taking different meanings and 
of protection. As far as I know England developed of her 
industries under a policy of protection which was a policy 
of protection in favour of the agriculturists and not to the 
industrial community. In fact the reason why free trade 
was established in England was in the interests of 
Manchester as you are no doubt aware, sir. The protection 
in Ej^land »p to that date was a very severe handicap 
to the industri^ists. 

20507 . But was there protection, I am really asking 
you about facts P 

A, There was heavy duty on corn. 

20508. Q. There was a heavy duty on pieoegoods ^so P 

A* The import duty on pieoegoods was -not so heavy 
as the duty on com. It raised the cost of labour enor* 
mously. 

20509. Q. I am^ told that England levied an import duty 
®f 38 per cent, on imported pieoegoods. England cannot be 
said to have established her inaustries under free trade 
principles, 

A* There is no other country which has,, 

20510. Q. Therefore my question is, do you consider that 
there are any special conditictas local to India why a 
difeent policy, a policy different from the one adopted 
in every other civilised country in' the matter of the 
development or the establishment of industiies is good 
for India ? 

A. I consider that the enormous bulk are agncultual 
in India* That is a conclusive reason. 

20511, Q. In comparison to those countries which have 
adopted protection P What is the economic condition of 
India? 

A. The economic condition of India is that something 
like 95 per cent, to 97 per cent, of the population is 
struggling and have no sufficient money to clothe them* 
selves, and to buy such luxuries as are available to ^ them 
and I consider that their interests ought to be considered 
before that of the industrial community. 

20512. Q. That is true. We are told that India is 
largely agricultural and that large bulk of the population do 
not get adequate food to eat and adequate^ cloths to clothe 
themselves. Do you think there is an^ything in that ? 

A. I think that is because they have got to pay too 
much for their clothes. 

20513. Q. Even then they do not get sufficient cloth to 
clothe themselves, they do not get sufficient food to satisfy 
their physical needs. Under these economic conditions of 
India would you not make efforts to improve the economic 
condition of the oountyy ? . , 

X I should certainly try to improve the, 
condition the country. . ' / 
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20514. Q. How would you improye ? 

A* Well, if you want my opinion I would do it by 
trying to improve the breed of cattle. It has not much 
bearing on this subject. 

20515. Q. If free trade policy is so advantageous as is 
suggested, can you tell me why England has departed from 
^it to a certain extent daring the last three years ? 

The conditions in England during the past three 
years or rather eig'at years, I consider to be^ rather 
abnormal. In the matter of the import duties imposed 
in England, X think they were & good deal actuated by 
the desire to impiove the American exchange. 

20516. Q. Do you think that the import duty of S3| per 
cent, on motor cars was not intended to protect the motor 
car industry ? 

A* I think it was mainly intended to bring more 
money from England to America. 

205X7. Q. Is that not one form of protection ? 

A* Certainly. 

20518. Q. Then the Act which was recently passed, the 
safeguarding of Industries Act is that not a move in the 
direction of protection ? 

A. I do not know what the safeguarding of Industries 

20519. Q. It is an Act which enables the legislature 
af ter.certain enquiries to impose heavy import duties agaiust 
‘ the import of certain articles which unduly compete with 
the local manufactures ? 

A* Well, I do not expect that to do much good. 

20520. Q. That is a difilerent matter. It now comes to 
this, that there is no country not even England that adopts 
free trade. Under these circumstances would you still 
have free trade for India? 

Certainly. 

20521. Q. 1 am glad to hear that. On page 3 of your 
SfcatemeEt you say * In the present fluctuations of exchange, 
an effective tariff appears impossible to find. A protective 
duty of 10 per cent, is neutr-ilised by a rise of 10 per cent, 
in the exchange j and though that may seem impossible in 
the present state of affairs in 1 ndia, 1 can only ask the 
protectionist to consider what tariff would be e&ctive in 
keeping out goods produced in German marks or Russian 
roubles*, M.v question is would you regulate your fiscal 
policy on such exceptional cases P 

A. JSo, I should not. I should have a fisejal policy 
which would he independent of exchange. 

20523. Q.'.Whioh would be best under normal conditions ? 

A* Yes.^ 

20523. Bir Edgar Rolherton. — Q, You have been, I 
suppose, something over 20 years here ? 

A, Yes. “ 

20524. Q. ^ ^ During that time did you notice any advance 
in the industrialisation in India ? 

A I think I have noticed considerable advance in the 
Bombay Cotton Mills, the Calcutta Jute Hills and the 
Bengal coal mines. Otherwise I am afraid that most of the 
experiments have resulted in failure. 

20525. Q. Wl'at do you put that failure to ? 

A, To the fact that the country is unsuited to the 
production of those commodities. 

20526. Q. In fact yon consider that where there is no 
foundation and good prospects for any particular industry, 
it is better not to start the industry at all in India ? 

X I think so. 

20527. Q. Do you consider Jihat the country iis not really 
udapted for industrialisation? 

A* I don t think it is. There ai'e plenty of new lines to 
. be found but nobody has yet succeeded in finding them. 

20528. Q. ^ Bo you want protective tariff ? 

A* That is my view. 

If there sa'e industries which can be exploited 
. iSt this onintry, they will be found by intelligent,, and hard 
- working people without proteoiion ? 

A* i think so. 

20530* Q. You do not see where a policy of protection 
would stop. ^ If you begin protecting you have to protect 
every other iniustry, Y ou have got a paragraph, about that 
^ the first page of your statement. In your experience 
have yon come across arfy instance where protection to one 
industry has been a h'lndicap to another ? 

^ A* 1 thought it would have appeared to the Commis- 
1 understand for instance from the leading reports I 
gather that certain paper mills have objected to the fact 

their profits are curtailed by the protection whhih may have 
paper pulp produced in India and so on. 

20o31. JSTow yop idea would be really to turn more 
attenmon to the scientific development of agriculture ? 

A. I think sa^ In every possible way to help agricul- 
ture rather than industries-. 


20533. Q. When you put forward your idea of excise duty 
at the beginning, you are going on a common place notion 
that there is not going to he a big deficit in the Government 
of India’s budget. ^ I suppose your idea was that you have 
to find mouey and if you raise it by customs duty, you 
ought to put excise duty, also. Is not that your idea ? 

A> I am afraid, Sir, I still hope for good days. 

20533* Q. One of our questions in the paper which 
naturally you have not answered is whether you would be 
in favour of direct or indirect form of taxation. Have yon 
studied that question ?^ Do you think for instance that 
there is any room for direct taxation ? 

A, 1 think I should prefer indirect taxation to direct 
on the whole. I think its incidence is feared in India. 

20534. Q. That is why you suggest this combination of 
customs and excise rather than anything iu the way of 
direct taxation ? 

X Yes. 

205’o5. Q. Don*t you think that big customs tariff* is 
unfair to the consumers ? 

A. It seems to me merely placing the money in the 
hands of the capitalists. 

20536. Q. i understood you to tell the President that 
you .did not know very much about the safeguarding of In- 
dustries Act. Have you not seen very very strong 
comments that appeared in most of the tra»iing papers 
that it was very unfair and that it would ruin the trade 
of England? 

A. I am afraid I know not. 

20537. Q. The reference to the Mica instance which you 
give us, 1 imagine, is to show that a very carefully devised 
scheme of import duty can be defeated by facts which are 
taking place. I s that your idea ? 

A. My idea is to show how peculiarly suited to certain 
trades the labour of this conntry is. There are certain 
trades which no customs duties in other parts of the world 
can take away from India. - I think there are probably 
better instances, but I cannot remember. 

20538. Q. You think mica is a good one? 

X Yes. . 

2J539. Q. Because you have really been connected with 
the trade of all kinds ? 

X Several of them. 

20540. Q. You speak with the result of your experience 
not only in business but in agency of import business of all 
sorts. 

A. Yes, but I have ceased to do nmch of import busi- 
ness now. 

20541. Q. But you have certain amount of experience ? 
A.^ Yes. 

20542. Mr. E'aroUam Morarji . — In paragiuph 2 of 
your statement you' say, It appears to me to be» equitable 
that the whole of such increase of price should be absorbed 
by Goverumeut iu the interests of the country .generally, 
rather than that part of it should be retained by the owners 
of protected industries.'' If the Government were pre- 
pared to do that would you have no objection to the pro- 
tection ? . , , 

X If the Government does that it becomes revenue 
duty corresponiling to excise and customs^ 

, 20543. Q.. Iu answer to the President you said that 97 
per cent, of the Indian population areiagiiculturists, that is 
depending on agriculture. How did you arrive at that 
figure ? - We are told that it is about 70 to 80 per cent. 

A* I take that figure from you, but i think it is very 
much higher. . Taking the population roughly at 330 
millions, it is rather di6Souit to find that a quartet of that 
is inaustrial. 

20544. Q. You know that the agriculturist spends much 
pn cloth ? 

X Yes. 

20545.^ Q. We were told that the average per head spent 
on cloth is Es- 5. 

, A. Yes, they like to spend more. , 

.20546. Q. Have you found out the figure ? .. 

A. 1 don’t know. - - - 

20547. Q. You said that cattle breeding will help the 
economic conditions of India. , , , . ^ . 

X Yes, I think so. . . \ \ 

20548* Q,.., How? „ „ 

X Well, if you want me to give a desertation onisattle 
breeding, I consider. that if any extra weight or ,akp is 
added to the cattle, it firstly gives more milk, secoidfy,? it 
.gives more flesh and bone and lastly it gives more manure 
which is the most important item in agriculture. Mj own 
view is that nothing could be more important to the 
. countxy than to raise the average weight of 'cattle by a few 
pounds all over the country. ,, That is, however, mr peisonal 
view.,, . 
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20549. Q. Youknow that bones and manDre are lexported 
from India ? 

-4. I am afraid that bones are but manure mostly goes 
back to the land. 

20550. Q. Would you like to put an export duty on 
bones P 

An I have not considered very much about export duty, 
but I think I would rather do. 

20551. Q. Did Japan improve her economic condition by 
cattle breeding P 

A. I am afraid I do not know anything about Japan. 
20552. Q. Do you know what the rate of duty in Japan 
is on foreign textiles P 
An I am afraid I do not know. 

20553. Q. Did not Japan advance in her cotton indus- 
tries by putting heavy duties P 
An I think Japan did possibly get a start by imposing 
a duty which the people had to pay and the result was 
that Japan went nearly bankrupt at one time. 

20554. Q. Does it not now send piecegoods to India P 
An Yes, at a price. 

20655. Q. Why is she able to send when she buys cotton 
from India? 

An One reason is Japan has made so much money in 
the world that she has been saved from bankruptcy. 

20566. Q. She has made money during the war by selling 
her .cloth at a loss ? 

An That is the general impression. 

20557. Q. Do you think that Japan would be prepared 
,to throw away her goods for nothing P 

An Well that seems to be the impression that Japan 
was, actually losing money at the noment. 

20558. Q. That is your impression. You cannot say 
definitely P 

An No, I cannot say definitely. 

20659.- Sir Montague Wehh ; — Q. I gather from your 
written statement that your attitude generally is that of an 
orthodox free trader. 

An Yes. 

20660.** Q. You believe, I take it, that individuals and the 
% nations if left exchange their products without hindrance 
ekeh will get the maximum result with the least 
- effort P 
' An I think so. 

2056 1 . Q. And following on that principle of development 
each side' would he able to accumulaiJe the greatest savings f 
An I think so. - • 

20562. Q. So that the greatest economic gain can he 
obtained at the minimum of effort and expenditure by this 
principle of free exchange t 
: An" 1 believe so. 

20563. Q. Now that is onlv the attitude of the orthodox 
free trader and I believe is axiomatic and altogether beyond 
question. But at the same time there ai*e certain modifica* 
tions and exceptions which even orthodox free traders are 
prepared to admit, for example, I take it, John Stuart 
Mill and several others would he prepared to ,admi^ the 
heed of giving some encouragement to native industries 
even at the expense of national dividend. 

' An i don't think I should. I am afraid that* the 
experience of Bombay in the last three years would make 
me hesitate. As a rule most of the nascent industries 
have perished at a \ery early age. 

20564. Q. Will you tell me a few of the nascent indus- 
tries that have perished in India ? I can recollect a great 
number that are flourishing, but cannot remember any that 
have perished. ^ 

An 1 think the industry of pressing oil from oil seeds 
has received a severe blow- 

- ' 20565; Q. You don’t think that the industry is doing 
WrellT 

^ I am afraid it is not. 

205^. Q. Can you tell us any more infant industries 
that have colne to grief P , 

A: The publication of business Journals. I am afraid 
I can not say any more on the subject. 

20567. Sir Manehjee DadLhahhoy : ^ Q. What is that 
publication ? Does it refer to any particular company P 

20568. Sir Montague Wehh It is the publicity busi- 
ness. I must say the Commission has not yet heard the sug- 
gestion' that the publicity business should he protected by 
tariffs. Hicherto I have always been interested wiih the 
protection of ‘infent industries and by infant industry I 
mean one with regard to which there is a reasonable prospect 
«f success, that the recognition of such industry has always 
been recognised even by the most rigid free traders as a 
reasonable or rational proceeding. India produces great 
many raw products like jute, cotton, oil-seeds, hides and 
sk^s and there are other by-products also.' India has an 


enormous market ready, the 330 millions of people are ready 
to buy if they can. It has ability and talents. The manu- 
facture of those products such as are most suitable for 
consumption in India might resonahly he regarded as an 
inf ant industry which should be encouraged if it can he 
done without very great expenditure. Don’t you approve 
of that? You don’t go so far as John Stuart Mill and 
Adam Smith and most of the orthodox free traders in that 
respect. 

Sir Montague Wehh continuedn — It seems to me 
that the manufacture of such raw products as are most suita- 
ble for consumption in India might reasonably he regarded 
as an infant industry which should he encouraged, if it 
coaM be done without any very great expense. You do not 
go so far as John Stuart Mill and Adam Smith, and most 
of the orthodox free traders, in that respect. 

An I am afraid I do not. 

20569. Q It has been suggested to us also that in mat- 
ters of natioaftl defence for example it might be worth while 
to forego a Uttle of the national dividend in order to bring 
about the development of industries essential for nation^ 
defence, more particularly iron and steel. Would you be 
prepared to expend a portion of the national dividend to- 
wards that end ? Of course the iron and steel industry 
has not been protected in England because they have got 
u’on and steel. But in this country the development of 
iron and steel has yet to he carried to a high pitch. The 
industry is essential because it is of national value for pur- 
poses of national defence. Would you go out of your way 
to expend a little of the national dividend in developing 
certain industries for purposes of national defence? 

An ^ Do you mean to spend the nation's money upon 
munitions. 

20570. Q. 1 regard munitions as a production of iron 
and steel which is of very great national importance P 

An Naturally I should support that. But I should b© 
very anxious to see it done in such a way as not merely to 
transfer the nation’s money to the pockets of individuals. 

2057L Q,n But assuming that the industry could not be 
developed without some assistance, would you he prepared 
to give any assistance or would you say “ No. If it can 
not he developed it cannot be developed” and leave it 
there? 

An 1 think I should leave it to the individuals to deve- 
lop, I cannot agree to paying profiteers in peace more than 
in war. 

20572. Q. I am not suggesting the favouring of profi- 
teers. 1 am suggesting the building up of such industries as 
might he essential for purposes of national defence. I have 
not yet suggested how they should be built up. I was 
merely enquiring if you would be prepared *;0 forego any 
portio)a of the national dividend to bring about that end. 

An I should be prepared to forego a portion of the 
national dividend provided it did not merely pass into 
the pockets of the capitalists. 

20573. Q. You would be prepared to do that provided 
that the industrial concern is not allowed to make extravagant 
profits. I do liot think everybody would want to go as 
far as that. 

An 1 find it a little difficult to visualise the position 
exactly. It was desirable that owing to war you should 
have very large shipbuilding works at home, hut I cannot 
quite see how the nation is at present to keep those ship- 
building yards employed and provide for two or three 
hundred unwanted ships. 

20574. Q. To take an example of this kind, the develop- 
ment of this country is very much behind-hand in the matter 
of railways. If we had plant here which produced rolling 
stock and all that kind of material, would you not consider 
that the possession of that plant would he a national advan- 
tage for purposes of defence ? I am not thinking so much 
of shipbuilding, though some people advocate protection 
for shipbuilding. But I suggest for consideration railway 
development which is essential. 

A. The question surely depends on what kind of loco- 
motives they would be able to produce in this country. 

20575. Q. Would you take any steps and forego any 
portion of the national dividend to endeavour to establish 
a locomotive industry ? It could be done. It is going on 
bit by hit now. 

An Locomotives seem to me to have a good deal of 
protection in this country as things are at present, by 
natural means, and I do nob think that putting on a 10 or 
20 per cent, duty on imported locomotives would be of aiy 
use. We could not produce any better locomotives'^ i4 
country. The country would, merely he payis^ to 
body to profiteer by producing iudiff exeat u 

, . 2t2' - 
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20576. Q. Suppose Gfovtoment in place of an. import 
duty were to give the locomotive department a bounty for 
the production of locomotives ? 

A, You mean if Grovernraent were to pay more for 
Indian made goods than for imported goods P 
20577. Q. Yes. 

J., I think this question has been discussed by the 
Bailway Committee. I think that was also discussed by 
Sir George Collier of the India Office when he came out 
on the Stores Purchase Committee. I am afraid I cannot 
remember exactly, but I have no doubt that it was ably 
discussed. 

20578, Q. I suggested two directions in which there might 
be some grounds for diverting a portion of the national 
dividend in order to bring about the development of certain 
industries essential for purposes of national defence. It 
has also been put before us that there are other advantages, 
for example, arising out of the diversity of occupation 
which gives people greater opportunities of showing their 
talents. It is also suggested that the management of big 
industries is a very valuable administrative training. It 
has been suggested that one of the reasons why Bombay 
is pre-eminent politically is because of the existence there 
of very big industries. It means that men are encouraged 
into big undertakings, have hig responsibilities and are in 
all respects better and have a wider outlook on things. 
Also it has been suggested to us that the creation of these 
industries means accumulation of capital with which your 
progress would be to a degree very much greater than you 
cein expect to arise from agricultural development. The 
profits of agriculture are distributed throughout the country 
wherefts the profits of industrial undertakings are con- 
cJentrated in lu few hands and therefore you get more rapid 
development. But I take it from your answers that you 
“^ould not be prepared to go to any expense to bring about 
those developments. Is that your view ? 

A. I think so. Asa resident of Bombay I should say 
that the industries of Bombay have grown up through the 
genius of its inhabitants rather than that the inhabitants 
have grown richer because of industries in Bombay. 

20679. Q. In other words, you would not make any de- 
parture calculated to reduce the national dividend in order 
to ^dn^about those developments P 

^ 206SO. Q. Then why do you say that you would rather 
like to have an export duty on bones ? 

A* I have very little considered export duties of any 
kind, bufc they seem to me to come in a different category 
to import duties, and I should have no very great objec- 
tion to them. 

20581, Q, What yop would be doing in effect is this. 
You would be endeavoiudng to bring about artificial deve- 
lopment in this country at the expense of those people who 
are selling hones. In other words you are introducing a 
fisc^ policy calculated to benefit the agricultural class, 
while you would not have a fiscal policy calculated to bene- 
fit the industrial class. Why do you make that discrimi- 
nation P If you would make no effort in one direction why 
0.re you mepared to make an effort in another direction? 
'A* I do not quite see how. 

^20682. Q, I think the duly is surely calculated to res- 
trict exports and lessen the price in this country just as the 
nnport duty is calculated to raise the price and encourage 
production? 

®^t it seems to me to cut both ways, because in 
tuls specific case the commodily comes from the same 
people who are going to buy the coifimodity. 

^588. Q. You mean as manure for the agriculturists P 
Yes. I cannot say they are any better off or worse 

‘ cl ichi only come to conclusion lhat you 

^ orthodox ,in these respects than Ihe more 

orthodox of our tutors, 

Mr, Seshugiri 

2Q585. Q. I do not think that you realise that India i* 
apooi? countjy? ' . 

A- I believe so, 

20586. Q, I believe your suggestion means that that 
^ poverty can be got rid of by improved agriculture P 

-4. I think it is the best way to improve the condition 
of the ^ people, and of course I should like also to develop 
industries at the same time. ^ 

20587. Q. Do you kuow that in this country there are 
too mmj men on the land ? 

A* 1 will take it from you. 

20688. Q; For example, take Madras and the United 
Provinces. There many men have gone out to the Straits 
Settlements, Ceylon and various other places^ because they 


could not find sufficient employment in the land. The agri- 
culturists are too many in number. Take Bombay and 
compare it with Madras. Inasmuch as there are industries 
in Bombay they give employment for a large number of 
people, and you find that there is less migration from this 
Presidency than from the other Presidency ? 

A* Yes. 

20589. Q, Therefore if there is a large number of indus- 
tries in the country the result would be to give more 
employment to our men and thereby enable them to save 
money. 

A, I quite agree. 

20590. Q. Then why do you say that the only way of 
development is by improved agriculture P 

A, I think it is the main way of developments. Of course 
I am most anxious that industries should be developed 
too. 

20531. Q. You would like that industries should be 
developed thereby minimising the danger of famine from 
which India is suffering periodically? 

A, Quite so. 

20592. Q. Youknow that in this countiy we have had 
a free trade policy? 

A, Yes. 

20593. Q. Under a free trade policy we have not been 
able to develop our industries so much P 

A^ I should say we have developed them very consi- 
derably. 

20594. Q. Perhaps in Bombay and Calcutta you have 
got a certain number of industries developed. But take 
Madras and the United Provinces. In consequence of a free 
trade policy there has been no development of industries in 
these provinces ? 

A^ I do not think the conditions there are suitable for 
development of industries. 

20595. Q, WbyP Take Madras for example. Madras 
cotton conies to Bombay. I think there is cheaper labour 
there than in Bombay, and yet we have not^ been able to 
develop industries because there is no protection ? 

A, But you have got the same protection in Madras 
as you have in Bombay*. 

20596. Q. But so far as Bombay is concerned, there ai*e 
some people who have been infclose business relations with 
Europeans, and notwithstanding free trade and notwith- 
standing various ‘difficulties they have been struggling 
hard and have to a certain extent succeeded. Is that so r 

A, The reason why there are cotton mills in Bombay 
and none in Madras is that we do things better in Bombay 
than in Madras. 

20597. Q. You have straggled of course, and you have 
had cei*tain advantages. You must remember that Bombay 
is the gateway of India and has got greater facilities than 
other Presidencies. The result is that notwithstanding 
adverse circumstances Bombay has been able to develop 
industries. These conditions are not the same in Madras 
or other provinces. 

A. Yes. It is so. 

20598. Q, Therefore it is the duty of % national Govern- 
ment to do something to develop industries in this province. 

A, I am afraid 1 should rather disagree with you. 
My view would be that it is the duty of Government to 
interfere very little and to leave it to the merchants to 
develop. I am afraid I can hardly remember a single case 
in which Government has developed industries very mucxi 
because I believe that merchants do it better than Govern- 
ment. 

20599.^ Q. In the province of Madras (I do know 
whether it is the same thing in the case of Assam) I know 
that Government did help in stimulating the tea industry* 
In the earlier stages Government did help the industry, 
and the consequence is that the tea industry has begun to 
hold its head. - * ' 

, A, I am not aware of it. , 

20600. Q, That is so in Madras,? ' 

A,. A&, regards the coffee plantations the ffianters were 
encouraged. They were given land and., In the 

earlier stages they got all agaLi^tance from Government, and 
they dn not want it now^ nothing unusual in this 

country for persons to he encouraged by Goyerhineat ..by* 
means of subsidies and so oh. " 

A, 1 know." That is just what I have been conrpSfagf - 
ing of. 

20601, Q. If that has been done and if these people 
have become successful and industries have flourished, is 
that not a good reason for inducing Indians by means of 
protection to start industries? 

A, I hardly think so. 

20602. Q, "l cannot force you to think so. Coming to 
the question of countemiling excise duties, I take it when 
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you spoke of the countervailing exiose duty, you spoke of 
it as a duty to minimise the dissidvantages which a parti- 
cular class of people suffer from. 

A, I do not think I have ever spoken of the counter- 
vailing excise duty. I have spoken of a corresponding excise 
duty. 

2( 603.^ Q. That means the same thing. In the case of 
the textile industry iu this country the per cent, excise 
duty was wanted in consequence of any harm that might 
have keen done to Lancashire by the import duty. It 
was thought that Lancashire might prosper if a correspond- 
ing duty was put on the Indian textile industry. . 

A. I take the countervailing Excise duty to be like the 
duty put on susfarto correspond with the subsidy that was 
given to it by the Austrian Government. 

20604 Q. ^ That may be another instance. 

A. That is why I did not nse the word ‘^countervail 
ing”. 

20605. Q. The question I want to put to you is whether 
in any civilised country a duty of this nature has been put 
upon the home manufacturers. 

A. Yes. 

20606, Q. Is there any civilised country where a coires,- 
poncling duty has been put (I do not use the word “counter- 
vailingy* on the home manufacturer ? 

A, I take the case of England where it was put on 
whisky and beer. 

20607. Q. Is it the case of a corresponding duty ? I 
think it is called a consumption duty. Government want 
revenue. They tax 8.n article which is produced in large 
quantities in the country, just as in the case of salt. It is 
not a duty corres ponding to something else elsewhere. That 
is the distinction which I want you to draw, 

20608. Mr, Rhodes — Q. I gather that your point of 
view is that industries are not necessarily good for the 
country and that they are only good if they are economically 
sound and can stand on their legs. 

A- That is so. 

20609. Q. We have heard a good deal about the cotton 
industry of Japan. We have been told that the conditions 
under which this industry is run in Japan are something 
as follows. She has cheap labour which she runs for 23 
hours a day in three shifts ; she uses a foreign raw material, 
a great deal of her staff has to come hack for India in both 
cases 5 she^subsidises hei; ship at the expense of the State 
and by agreement amongst themselves, so we are told, 
she sens at higher prices to her own people than she does 
to others. These are the points of view. Now' do you 
regard the Japanese cotton indhstry as sound and beneficial 
to the country ? ~ , 

A, On the facts as you have stated them I should say 
that the country was paying rather heavily for its cotton 
business. 

20610, Q. Well, now taking it a hit further we are 
getting some benefit of that cheap cloth which is sent out, 
specially on the eastern side more distant from the cotton 
mills of Bombay which £ suppose is adversely affecting the 
prosperity of the Bombay mills. Do you think that the 
duty of India is to prevent that cloth coming in in the 
interests of her industry or to allow it to come in in the 
interests of her poor people. 

A. 1 think that it is better to allow it to 6ome in in 
the interests of the people. 

20611. Q, How far would you carry that argument, 
to the absolute ruination of the Bombay mill industry ? 

A- The ruination of the Bombay mill industry is 
rather difficult to visualise at the present moment but still 
I should think myself that if it was a case of ruination 
Japan would be ruined first. Japan obviously loses more 
i&an the Bombay mill inddstiy. It is ex-hypothesi as you 
have stated it. 

V. 20612. Q. In regard to the question of dumping of 
sugar; until the dumping got very bad anyhow you would 
hot consider it but would rather mention a countervailing 
excise duty. 

A. That was a veiy cxtraordinaay case. It was 
imposed in the interests of British Guiana but as a rule 

I am afraid I am puzzled as to what dumping means 
exactly. ^ I am unfortunately Chairman of some lovely 
estates in Java. We are unfortunately dumping our 
rubber in America at the moment at about two-thirds of 
the cost of production but I don’t like doing it and I have 
now heard really any body selling below cost. 

20618.'^ Q. Now oil the question of revenue duties which 
you have advocated we have at present a flat rate of about 

II per cent. There are certain exceptions like machinery 
which come at the rate of 2| per cent, and certain other 
articles which come at 20 per cent. That is broadly 
speaking our present tariff policy. There are few articles 


on which you can put an excise duty but as regards a 
large number of industries, do you think whether it is 
possible to establish them under the protection of 11 per 
cent. 

A, Yes, I think I do but it is very difficult to see 
exactly bow you are to get out of it. T admit for instance 
if yon put’ll per cent, as a general tariff and I start a small 
shop for making saddles I quite see that it would be very 
difficult to make saddles ont of Indian labour. It would 
be very difficult to catch everybody. I quite see that. 

20614. Q, If you had a little more revenue next year, 
would you take off the 11 per cent, duty and ruin the 
saddle industry ? 

A. No, I should take* my hat off to the Einance 
Minister if he was able to take off all revenue duties. 

20615. Q. You don’t think that it would he hard on 
anybody if the 11 per cent, duty is to be taken off. 

A. No, because I don’t think that it is sound in the 
very least for anybody to stait an industry in which he is 
dependent on protection. 

20616. Q. Not even if the protection was profluced by 
the necessity of getting income from revenue tariffs. 

A. No. 

20617. Q. Then as regards the 2|’per cent, on machinery 
would you raise the duty to 11 per cent, and have a fiat 
rate all round P 

A, I think that on the whole I should for the sake of 
convenience. 

20618. Q. Would you be consistent above all things ? 

A^ T think so. 

20639. Q. As regards the Stores Purchase Committee, 
it ihas been, I think, laid down that if the prices are not 
unfavourable there is no objection to buying in tbe country. 
This is rather indefinite. 

A, I remember it. 

20620. Q. There are certain advantages in the employ- 
ment of labour, payment of income tax, the education of 
people for administrative purposes, some of them are vary 
indefinite and some of them express convenience, in 
establishing industries. Supposing I go to the Govern- 
ment and say “ I am prepared to open workshops 
for something that has not been manufactured in India 
hitherto provided^ you give me standing order for five 
years on a sliding scale at a small percentage above the 
current prices ruling in England.” Do you think that 
Government should give me that order P 

A* It is a commodity not at present produced in 
India. 

20621. Q. Yes. Supposing I say to the Government 
‘T don’t want continued protection hut I do want something 
to go to the public with to get the capital ; if you will 
guarantee me work for the first five years at rates slightly % 
above those prevailing at home! will establish my works 
and after five years I wiE take iriy chance of getting orders 
from you.” 

A. You guarantee to produce exactly the same article. 
You are slarting in India to produce an entirely new 
^tide and I am afraid I myself should be shy about buy- 
ing from you. 

20622. Q. If I am willing to give the guarantee in the 
first instance I would usturally import my experts. 

A, For instance if it is a locomotive, I should be a 
little nervous of buying Indian made locomotives. 

20623. Q. You need not take it if it is not to the 
specifications. 

A, Subject to that I should be quite prepared to see 
Government pay a slight premium. That is what is 
always done and I don’t think that it offends my suscep- 
tibilities at all. 

20624, Q. It would be really asking the man to back 
himself. The Government will say “ we will back you if 
you back yourself.” 

A^ It is a very, very mild form of protection. 

20625. Q, It gives the man encouragement to'start. 

A, By giving you a very small premium over foreign 
goods. 

20626, Sir Montague Wehh, — Q. Is this not putting a 
feeding bottle into the infant’s mouth ? 

A. I understand that feeding bottles are frequently 
put into the infant’s mouth. 

20627. Mr, Mant, — Q. I want to clear up a coujjle of 
points in the tariff history of England. The President I 
think asked you to give instances of excise duties in 
’ England and you mentioned those on spirits and '^eer. 
Are you aware that nearly 50 years ago England imposed 
an excise duty on cotton goods produced in the’ I&ited 
Kingdom P 

X I was not aware of it* 
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20628. Q. An excise duty was proposed in 1784 and was 
not repealed till 1831. 

I was not aware of fcliat. 

20629. Q. It is a fact. I understand tliat your general 
Tiew of tlie develonment of industries in England is taat 
Englisli industries were not developed under a system of 
protection and the high duties which were imposed in the 
early part of the 19th century prior to pay for the 
Napoleonic war were a rather hinderance than an en- 
couragement to the development of industries, 
i. That is what I have always understood. 

20630. Q. The high duty on corn raised the cost of 
living and the cost of labour which raised the cost of manu- 
facture. 

A, That is what T have always understood. 

20631. Q. The industrial party advocated it-free trade 
in order to reduce the cost of manufacture. 

A. Yes. 

20632. Mr, Jamnadas DmThadas : — Q. You are an 
out and out free trader. 

A^ I think so. 

20633. Q. You think that the policy of free trade would 
he in the best interests of India. 

A* Yes. 

20634. Q, That is why you have advocated it. 

X Yes. 

20635. Q. You are, I think, aware that since the advent 
of Hritish rule in India, we are following a policy of free 
b'ade. 

X Yes. 

20636. .Q. How has that policy contributed to the 
impi*ovement of India’s economic condition P 

X It has , developed all the industries which have 
hitherto proved capable of development, 1 think. 

20637. Q. You said in answer to a question put by the 
President and Mr. Narottam Morarji corrected you that* 
about 90 per cent, of the population depend on agriculture 
to-day. 

A. I should have thought so. 

20638. Q. You have probably read the Government 
reports where it is said! that the condition of the masses 
is so miserable that they hardly find a second, meai. 

A. I am afraid that they are very bad. 

20639. Q. It is very bad and it is not a desirable state 
at all. 

A, It is not. 

20640. Q. And this state is mainly due to India’s 
almost entire dependence on agriculture. 

A* Well, I should not admit that. 

20641. Q. What is it due to then ? 

A, It is largely due to the fact that the agriculture of 
India is' not a very promising soil to work upon. 

20642. Q. You have probably read of times when 
India was prosperous. 

A* No, I don’t think I have. 

20643. Q. You have never read of India as having been 
prosperous and you have never read of the times in which 
she used to export rawmateiialsand was rich agriculturally 
-i. I should be inclined rather to dispute that. 

20644. Q,. Do yon remember the phrase — “ when 
Westerners come to India, they come to shake the pagoda 
. tree.” 

X That was true at the top. 

20645. Q. I think that it was the riches of India, the 
resources of India that attracted the Westeimers. 

it. It was the riches of the court of Moghals of Delhi 
but you can have a very rich people and great and very 
great poverty among the agriculturists. 

20646.^ Q. ^ Have you read history ? I can tell you that 
it is a historical fact that India was on the wliole much 
pffi'o^pecous thaU she was after the advent of the 
British.' • , - 

A> I have certainly never undersood that. 

20647. ft. Only economically, 

X Well, I don’t quite know. 1 am afraid I have nob 
teafi so much as you have ou the subject, but I have always 
uuderstood that in the ISth century in particular India 
' visaed by famine after famine on an enormous scale. 

2^48. Q. ^ Do you know that in spite of the fact that 
. India ^s visited by famine after famine,- tbe staying power 
of Indians was much greater than what it is to-day. 

Aj>^ Political power P 

2u649. Q. Tbe stayiivg power, the resisting - power of 
the population. This is lord Gurzon’s phrase. 

X Yes,^ 1 don’t think that there is much evidence to' 
show what it was one way or the other. 

20650. Q, Leaving aside past history you don’t dispute 
the fact that India is economically in a very bad condition 
tp-day. . ; 1 _ . „ 


X. I think I do. 

20651. Q. Even wh#n you think that free trade in 
principle is the best policy, would not you like that^ India 
should be placed on an equal level industrially with the 
other industrially advanced countries before yon advocate 
free trade for India ? 

X. I don’t think that India can be on a level, at least 
not for many years to come with more industrially advanced 
countries. 

20652. ©. But you would nial<e every effort to place 
India on a better level. 

X. We have to do our best to place India on an equal 
jevel, but I don’t see how you are to do it by protection; 

20653. Q. Take India. It has got raw materials, cheap 
labour and other natural facilities, for the development of 
industries. 

X. Yes, it has certain facilities. 

20654. Q. Now tahe Japan. Japan had not the raw 
material, Japan had not the facilities wdnch India has 
for the development of the cotton industry. 

X. No. 

20655. Q. Some years ago Japan was even behind India 
and to-day Japan has gone ahead of India in regard to 
the cotton industry. Is not that a fact ? 

X. Yes. 

20656. Q, Is this not due to the policy of protection 
that Japan adopted P 

X. I don’t think so. 

20657. Q. What is it due to ? 

X. It is due to the fact that Japan is not a tropical 
country. Its population has much greater staying powers 
than the population of India and is able to work in three 
shifts for 23 hours a day in a climate which is thoroughly 
suitable to the production of cotton goods. 

20658. And you think that the policy of protection 
which. Japan adopted has not contributed at all towards 
Japan’s advance in cotton md us tiy. 

X. I should think very little, and only at a very great 
cost to the country. 

20659. Q. At a great cost no doubt, but it has contri- 
buted to the advancement of the cotton mills. 

X. By a protective duty of 100 per cent, the cotton 
mills got very rich at the expense of the country. 

20660. Q, I am not talking of 1 00 per cent. 

X. Say 20 per cent. The same argument holds good. 

20661. Q. Let us take the history of cotton industry in 
India. You seem to favour excise duty. 

X Yes. ^ ^ ■ 

20662. Q. In India the policy was to have an import 
duty and a countervailing excise duty. I am talking not 
of the present time^ when there is a fair margin between 
the import and excise duties. Originally it was the same. 
We have heard from English and Indian witnesses that 
that policy was dictated in the* interests of Lancashire. 
Do you agree to that ? 

X. I do not agree to that for one moment. It was 
levied because it was necessary to raise revenue by putting 
an import duty upon imports and it was not intended 
generally speaking to transfer the amount of the import 
duty simply into the pockets of the local mill-owners. 

20663. Q. What was the effect of it leaving aside the 
intention ? Did the Lancashire mills get indirect benefit or 
not? ' , ~ 

X. No, they both started on the same footing. 

20664. Q. Do you mean the Indian industiy and the 
English industry ? 

X Yes. 

20665. Q, The nascent Indian industry did not get any 
advantage because of that. > 

X Not any undue advantage? The great thing to 
be desired is that the people of the country shall get good- 
value for their money, not that the owners of mills should 
make more money. 

- 20666. Q. And you think that it was a faif policy. 

X. It was a perfectly fair policy. 

20667._ Q. Is there any competition between the goods 
that are imported from Lancashire and goods that are manu- 
factured- here in piecegooJs. Most of the stuff produced 
here is consumed by the masses. Is it not ? 

X. Yes. 

20668. Q. And the finer stuff that is imported from 
Lancashire is consumed by the so-called better classes. 

X. Yes, 

- - 30669. Q. So if there was an import duty, it would tell 
on the pockets of the better classes, would ii* not ? 

A^r If they still continued to impoi-t goods from- abroad, 

' 7 ^^ ■ 
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20670. Q. Whereas if air epise duty is levied, it would 
liave the effect of raising the price of the home-made cloth 
for the poor. 

A, That is right. 

, 20671. Q. liVell then, would you still advocate an excise 
duty if the money that goes to the Government Treasury 
comes not from the pockets of millowners hut from the 
pockets of the poor consumers. 

A* My point is that it is the rich people who pay the 
import duty. 

20672. Q. The millowner does not pay out of his pocket 
the 3J per cent, excise duty but it is the poor consumer 
that pays. 

A, Yes. If you have a 11 per cent, import duty and 
only 3^ per cent, excise duty the result is that the 
poor consumer pays the full 11 per cent, of which 34 per 
cent, goes to the Government and 74 per cent, goes to 
the millowner. 

^ 20673. Q. You yourself admitted that there was no 
direct competition between the products of the local mills 
and the Manchester goods. 

A, Though it was so to a very large extent, because 
Manchester does produce a better class of goods than the 
mills of Bombay, still I think that the price of Man- 
chester goods does govern the price which the 
Bombay millowners can get for their Indian manufac- 
tures. 

20674. Q. Do you really think that it governs to a con- 
siderable extent P 

A» J ust as I think the price of the mill-made cloth 
governs in its turn the price of the hand-made cloth. 

20675. Sir Manahjee Dadahhoy,— Q. After the 
fruitless attempts made by my colleagues Sir Montagu Webb 
and Mr. Ehoaes to make you agree to a judicious and 
naoderate system of protection, I shall not waste any more 
time because I know I shall not succeed. I wduld there- 
fore confine myself to elucidating some further information 
in respect of certain answers which you have given in. your 
oral deposition to-day. In answer to Sir Edgar Holberton 
you said that you had been for the last 20 years in 
Bombay. 

X Yes. 

20676. Sir Manalcjee^ I>adQ>hlioy- — Q. I understand 
you have derived all the information which you have laid 
before the Commission to-day from your 'stay in this 
country P " 

X Yes, but I was taught to read and write at home. 
20677. Q. I do not mean to imply that you came 
without any knowledge from home. You have been for 20 
years connected in business which consists in the ex- 
porting of raw materials and the importing of finished- 
mauufactured goods P 

X Eor the last 12 years I have had nothing f o do 
with exporting. 

. 20678. Q. IJothing to do with the exporting of raw 
materials? ^ ’ 

^ X Yes, except a very small quantity of timber^ from 
Siam. 

20679. Q. And during these 20 years may I know 4f 
ydu have stayed in Bombay or you have ' come in contact 
with tlie rural population of India ? 

A* Well, I have spent sometime in Bombay'; I have 
spent a good deal of time in Calcutta . I have walked 
over across to Upper Burma and Upper Siam; I ’have 
been a good deal on the tea estate and a good deal in Lower 
Burma. 

^ 20680. Q. Leave Burma and Siam aside. Confine, 
yourself to India. Have you come in contact with’ the rural 
population, their habits, conditions of life, their business 
etc.? " »• 

' ' JC. I think I know as much as any body knows in the 
Presidency. I have spent as much time as I possibly 
, can get in the country. 

20^81. Q. I am asking you this question, because you 
have said : I have taken your words that the people do 
not get enough food because they have to pay heavily for 
their clothes. 

A. That is one reason. 

20682. Q. I want to examine this reason a little further. 
Take the country people. How much do they spend on 
' their clothes ? 

A- At present they are paying about Ee. 1-8-0 for a 
cloth. 

20683. Q. ’ Do you know how many dhoiiesithey use for 
a year ? 

J.. I do not know. 

20684. Q. Do you know how many shirts. I mean the 
cloth he 'puts ta cover the upper portion of his body ? 

X 1 am afraid I do not. 


20686. Q. You have not worked out how much of the 
percentage of his income is spent on clothing ? 

X No. One reason for that is, it is very difficult to 
know what his income is. The income of many of my 
friends in the jungles is very small indeed in money. They 
mostly own their own patches of land and I thought 
they live(f on their own production. 

20686. Q. You do' not know that ? 

X 1 do not know. 

20687. Q. Then what is the basis of your remark that 
he starves because he pays heavily for his clothes ? 

A» Obviously the more you pay for your clothes the 
less you have to spend in other requirements. 

20688. Q. But you have no data to wo ’’k on? 

X I am perfectly willing to say that I am sure that 
he does not pay 12 sh. 

20689. Q. You think he starves because he pays heavily 
for his clothes. 

A. The less he pays for his clothes the more money he 
has for his food. 

20690, Q. I have lived in this country all my life ; I 
have mixed with the people and I have known them ; and 
my first hand information is that clothing is a secondary 
consideration with him. He first thinks how to keep his 
body and soul together. That is his worry from day to day 
and from year to year. I am sure that this opinion will be 
shared by many who have lived among the rural popula- 
tion P 

X Quite so. He lives in bad poverty indeed. 

20691. Q. Assume that your answer is correct : that he 
cannot get enough food to eat. It follows that he has not 
got enough scope for employment. Is it not ? 

X Yes, to a point. 

20692. Q. If he has not got enough scope of employ- 
ment would you not see that he gets some employment which 
will enable him to keep his body and soul toge&er? 

A. Of course I would to the best of my ability. 

20693. Q. Do you know that agricultural holdings in 
this country are very very small. They are not like holdings 
in England, a man owning hundreds of acres. You are 
also aware you have been to these places that the pressure 
on the land , taking the population and the group of a 
family, m great? 

X Yes. 

2u694 Q. You admit that the pressure on the land is 
great and you also admit that there should be more employ- 
ment. You also admit that there is no money for industries 
in this country ? . . 

A» I do not know where I have admitted the last. 

20695. Q. What are your objections then for taking the 
industries to the rural areas for the purpose of giving 
employment to the rural population ; 

X Taking industries to the rural areas? The 
cMrhJia, you mean ? 

20696. Q. The cTiarhha does not give him all thS money 
that he requires ? ' 

A* Weil, I have been told by many authorities that 
itwiU. ■ 

20697. Q. Let us come to practical business. Would 
you start small cottage industries in the nlaces where these 
people live to give employment for them r ' * 

X Yes, if it were sound, 

20698. Q. Then, if the people do not come forward 
because they have no money and the industrialists of 
Bombay and Calcutta do not go to the rural areas, do you 
think Government would be doing a wrong thing in spend- 
ing some portion of the tax-payer's money in supporting 
these cottage industries ? 

A* I think there are plenty of people in Bombay who 
are prepared to start any industries, if it is a paying pro- 
position. 

20699. Q.. I am a Bombay man myself and I know that 
the Bombay people would like to remain in Bombay, and 
they do not like to go to the rural areas. Would you have 
any objection, in these circumstances, to Government doing 
something to help the cottage industries in the rural areas ? 

A* My impression is that the Bombay man will go al- 
most anywhere if there is any money. If he does not 
go, it means that there is no money in it. 

20700. Q. My question to you is different. Do you 
think there is anything wrong in Government paying some 
money. 

A^ If the Government do it as a matter of charity, I 
would rather that Government paid them Es. '600 ifi 
Parity than they paid for the establishment of -these 
indnstries. : 

2o70r, Q. If Government gives money 40 Mp 
him establish' that industry he will thrive » he ,.wiSL citato 
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Hioney and *tlie bnsiness wiU succeed and Government can 
share in the profits ? 

X That is taking the question for granted. view 

is that if Government distributed Rs. 500 in charity, it 
would be a better way of helping these people than 
if they gave Es. 1,000 to help them start these industries. 
If Government cannot afford Rs. 500 to be given in charity, 
much less can they afford to lose a thousand. ^ 

20702. Q. My point for the present is, if Government 
can afford the money, do you think there is anything 
seriously wrong in their starting these industries in rm*al 
areas ? 

A* If the industry is unsound, I think it is wrong. 

20703, Q. But assume that the industry is sound. 

X In that case I think there are ^ plenty of people who 
will go and start. 

20704, Take my case as a hypothetical case. If you 
are not willing to answer, please say so. If you do not 
wish to answer, I will pass on to something else. 

X I want to gm a reply, but my view is that there is 
plenty of private enterprise to put in capital in any business 
that is worth doing. 

20705, Q. I am not able to understand your position. 
Do you think there is any objection in Government giving 
% loan at a cheap rate and starting the industry. 1 do not 
use the word protecting to which you have got so much 
objection. Bo you think there is anything wrong in 
Government lending money at cheap rates or starting thie co- 
operative system and thus diverting the national money for 
the time being in starting these* cottage industries ? 

X If you want to ask me if I approve of co-operative 
societies and co-operaiave hanks, I do. 

20706. Q. My question is not limited to co-operative 
Bpoietiee and co-operative banks. 

A* My experience of Government starting a new busi- 
ness is that it is invariably not a success *. in fact it is 
always a failure. 

20707. Q. So you would not like them give easy loans 
to start these industries ? 

X I would not like. 

20708. Q. Are you aware that the British Government 
gave a large loan at a lower rate of interest, 2^ per cent, 
to the Gunard Line when they were in trouble to encourage 
the shipping industry P 

X I do not know what the value of money at that 
time was. 

Jamnadas JDuarhadas.'^li was 4i per cent.) 

20709* Sir Mamhjee Dadahho^.-~Q,. - It was some 
assistance. Bo you think it was reprehensible ? 

A* I think it was^ 

Sir Edgar Mollerton. — Q. There are well-known 
reasons for that. It was investment of money in an indus- 
try that might be useful in times of war. 

207i0. Sir Manahjee Eadahkoy, — Q. Then you think 
that State aid in any form or of any description is immoral ? 
A. ' iN’ot in the least. 

2Q711* Q. I mean State protection and State aid, 

X 1 think it is a very great pity when Goveimment 
interferes with business, 

20712, Q. I have heard all these axiomatic principles. 
I am now trying to crystallise them and see if we can 
come to’ some common platform of reasoning. I want to 
draw my own inference afterwards. If you please would 
you say that State aid is immoral in all its forms P 
, X Ho ; I , am not §oing to make a sweeping statement 
like that. I accuse nothing of being immoral. 

2071B. Q. You think State aid would be justified under 
certain circumstances. ^ 

, ‘ You know that even the greatest economists 

of hh%lfind, the greatest free traders, Have always setHniita- 
tions to the adoption of free trade. 

. , X Yes ; everybody ‘sets limitations. 

^ ^or Inidia there sho^d be free trade 
^eprtog to you with no limitations of any kind ? 

, X ’I it is most suited to India j to the poor people 
of ^ 

2(«16, Yous^ted something to Sir Edgar Holberton 
about the scientific development bf agriculture. 

Ak^ I said I would Hke ^ sOe the bm'edof cattle im-* 
proved. 

20717. Q. We shall take that case. If the oultivatoris 
money is spent in improving the breed of cattle, do you 
take so much money away from his own tequirements ? 

pjic4. If"es. 

20718. Q. You will make his position harder than it is 
to-day ?. 

‘ X Yes. 


20719. Q- ^Vho is to do it then ? 

X The whole iitiproveiy»eni in the breed of cattle in 
England is due to the fact that there are so many wealthy 
people in England, 

20720. Q. The wealthy people can do many things. 
That does not require statement, Mr. Macnaughten. 
If a man is in a position to do anything and he 
wants to do it, he will do it. We have no quaiTel 
on that point. If the money is wanted and nobody is 
forthcoming, would Govemment be doing an objectionable 
thing if the}^ give money for improving the breed of 
cattle ? 

X Ho: not in the least objectionable. I think it 
would be a foolish thing. 

20721. Q. If Government gives money for improving 
tne breed of cattle, what do you call that state aid. 

A^ I should call that state aid and I should rather 
call it foolish. » 

- 207x2. Q. Somebody better than you and I can judge 
that. It would be state aid and that would be protection 
in some form ? 

A^ It would be protection in a form and that is why I 
consider it foolish. 

20723. Q. Then, you said your whole system is a com- 
bination of customs and excise ? 

A. Yes. 

20724. Q. Will you please enumerate for our enlighten- 
ment some of the imported articles on which you would like 
India to impose an excise duty or on which we could 
possibly impose an excise duty, except cloth ? 

A* There are only four important industries at present. 
One is cotton, then jute. 

20725. Q. I am not talking of these industries at all. 
I want you to enumerate certain articles which come from 
foreign countries to India, on which an import duty is levied, 
and on the local manufacture of which you can consequently 
legitimately put an excise duty. 

A* I have said in my evidence that I would like to put 
an excise duty on all such. 

20726. Q. Will you give me one or two such industries 
that manufacture ariicles which are imported from abroad 
and on which there is an import duty ? 

X Well, there aie very few articles that are produced 
in this country. 

20727. Q. If So those few articles can be easily 
enumerated. 

A, I am trying to do so. There is cotton. Jute,— we 
do not import jute goods. The only other important 
industry is iron and steel which might have an excise duty 
put on it. 

20728. Q* So iron ana steel is the only industry which 
you can enumerate f 

A* Because no other industry of India reaches suflScient 
importance. 

X0729. Q. You would put an excise duty on iron and 
steel manufactured in India ? 

A. Yes. ^ .... 

20730. Q, What is your reason, if it will kill the iron 
and steel industry F It will not give them the ghost of a 
chance to continue. 

A) I do not think it will kill the industry. 

20731. Q. Even this industry you would not protect ? 
A. Ho. 

20732. Q. Even though it is a key Indus iiy you would 
not protect ? 

X I would nob protect. 

20733* Q. Yet 1 undersfcood you to say that you would 
like to see the iron ana steel industry grow up in this country 
for defensive purposes. Keep our connection with England 
apart. Assume that India at present 'is a free State. 
Don't you think that India would be justified in giving 
protection to the iron and steel industry to made herself a 
self -defensive country. As we would not have any connec- 
tion with England, we would not get any help from her 
Army and HavyI 

A, I think it would be a wrong thing for India to tax 
the people put money into the pockets of the manufacturers 
of iron and steel. I have no objection to India laying 
down a store of munitions to the debit of the Army 
Department. 

20734. Q. So, you would rather like that India should 
be attacked by any foreign country and be conquered than 
India should ^ spend some money and put herself in a 
defensive position? 

X I do not think I put it exactly in that form. 

20735. Q. , But it comes logically to that positionv If 
merchants would not come forward and. start the 
here, stiH you would not like the State to ^ help in star®§g 
the industry. ‘ , - . 
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A, If I ssi-id that I would start the industry, which no 
doubt would be for the good of the country, you would be 
prepared to give me a crore to start with and charge it to 
the country'? 

20736*^ Q. The State should give you a loan. 

A. Give me a loan and pay me 25 per cent, more for 
the value of the goods ? I call it very lucky for me, but 
very bad for the country. 

20737. Q. Has not England since the war done any- 
thing in the matter ot maintaining end providing her labour 
by State aid of any kind ? Take the case of unemployment - 
pensions. 

A. Yes. 

20738. Q. What do you call that ? It is not an im- 
moral thing ? 

Ai. ^ I have maintained throughout that it was not. I 
think it is cheaper to provide unemployment pensions than 
to bolster up inefficient industries. 

20739. Q. You will give that sum, and yet you will not 
help a struggling industry that can be put on its own legs ? 

A, I do not think there have been such cases. 

20740. Q. You -said that from your experience in 
Bombay durins: the last 2 or 3 years you have seen several 
industries perish. Can you kindly enumerate them ? 

A, I am afraid I am not prepared to make any 
statement. Any stock-broker will give you a list. 

20741. Q. You made that statement, and I would like 
you to give me any information on that point. Can you 
give the name of any industiy? 

X No. 

20742. Q, You said that oil mills in India have received 
a serious blow. 

A. I am afraid they have. 

20743. Q. Why ? 

A. Because there is no profit io be made. 

20744. Q. When, were they started P 

A. About 5 years ago. 

20745. Q, Why have they received a serious blow ? 
Because in India you can get foreign oils cheaper than what 
it would cost Eo make oil in In®l, is it not ? 


A, Then, it is not worth making in India ? Is it 
not ? 

20746. Q, But that is the reason, is it not ? 

A. I suppose so. 

20747. Q. If you can make those oil mills pay within 
2 or 3 years by giving some assistance, if somebody assured 
you that the mills would pay after 2 or 3 years if you gave 
some form of protection, would you still deny them pro- 
tection P 

A. May I make a supplementary statement? I think 
you have said that people could import oil cheaper in India 
than they can make it here. That is not correct On the 
other hand I believe that the people of this country can 
make it cheaper than it can be done in other countries. 

(Witness answering.) 

A* But they do it. 

20748. Q, Does it supply the whole requirement ? 

A. 1 think so. 

20749. Q. You mean to say that oils are not imported ? 
I am not referring to edible oils. I am referring to many 
other oils. 

A. I should pay that the import of oils is very^ small. 
Certain amount of olive oil is imported. Otherwise not 
much, I think. 

20750 Q. What about mineral oils ? 

A, I am not speaking about that. 

20751. Q. Can you make them here ? 

A. Oils required for machinery, 

20752. Q. Are you making them here ? 

A. I understand they are made in veiy large quanti- 
ties in Burma. We cannot make them in boaibay. 

20753. Q. I am talking of the whole of India. 

A I andemtand they are made, ^ 

20754. Q. To tne extent of our requirements ? 

A» More than the extent of our requirements. 

20755. Q. My information is probably different. I 
won’t trouble you much fuither. The witness withdrew. 


Witness No. 130. 


D. CLOBSTON, Esq., M.A.» 0«I.E., Director of Agricultcire, Central Provinces. 

Written statement dated the 11th November 1921. 


20756. 1. I generally favour a policy of free trade but 
would bave no objection to the imposition of low customs 
duties which would not seriously interfere with trade. 

20757. 2._ If fresh taxation were necessary I would prefer 
an increase in direct taxation to an increase in customs. 

20758. 10. I do not think :that India will ever become 
independent of other countries in regard to all her l equire- 
ments of manufactured goods. As an industrial country 
she will always he many years behind th^» West and will 
find it necessary to import up to date machinery and other 
goods to enable her to compete with these more advanced 
countries. 

20759, 11. Protective duties should only he imposed on 
imported goods in the manufacture of which new industries 
in this country could not reasonably he expected to compete 
on, equal terms’ until they were fiimly established and I 
confine protection to industries which are likely after 
a* period to- be able to face foreign competition without 
such assistance. 

" 15. I- would grant special protection against 

foreign -goods fpoured by euch measures as dumping, 
bounties, subsidies or transport concessions by imposing 
high protective duties on the manufactures of all countries 
in which they encourage the export trade by granting such 
concessions to its manufacturers. 

20761. 16. Hand indnstries including the cotton hand- 
loom^ industry should in my opinion be encouraged by 
Government. Though the hand-loom industry is not one 
which can compete with the power mill on equal terms still 
the fact remains that it gives employment to a large 
number of people who would suffer much in the event of 
its being allowed to decay. 

20762. 17. There is danger in India of protection leading 
to combination among the protected manufacturers in order 
to maintain a gwow^-monopoly price. To counteract this I 
would impose protective duties only on goods of the nature 


described in my answer No. 11 and on those the duties 
should be kept reasonably low. 

20763. 18, My answer to the first part of the question 
is in the affirmative and my answer to the second part of 
the question is that stich a movement should he encouraged. 
India wants some of the brains, capital and enterprise of the 
West to help her to develop her resources. 

2C764. 20. When an import duty is imposed I consider 
that ordinarily the greater part of it is passed on ♦to the 
consumer in a rise of price. The remaining part has to he 
met by the manufacturer who has to sell at a slightly 
reduced profit. 

^ 20765 21. If a protective duty causes a rise in price that 
i*ise is likely to be permanent, 

20766. 22. I would he willing to accept a reasonable 
increase in the price of certain articles to the Indian consu- 
mer for the sake of developing Indian industries because I 
believe that by developing her industries India could add 
enomously to her wealth ; and that the higher wages that 
yrould then he paid for labour would more than cpver the 
increased cost of living due to any such rise in price. 

20767. 24. An increase in the tariff rates would tend to 
increase the cost of diving in India hut the increased cost 
would in my opinion he far more than covered by a rise in 
wages or salaries for (a) the indnstrial wage earner, (6) 
the agricultural wage earner, (c) the middle class. 

20768. 30. Export dnties should in my opinion he im- 
posed mainly for the purpose of raising revenue. It may 
he used, too, however, to prevent the export of material which 
is badly required and which should therefore he retained in 
this country. There is no duty on the export of oil-cakes, 
hones and oil seeds from India, for example, and the re^t 
is that these are being largely exported and the couftry' is’ 
being deprived of valuable manures and feeding stuffs/ ' J ' 

20769, 32. It would he advisable to impose eX]^^- 
duly on such articles as I ha.ve mentmned ininy 
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question 30 "because "by doing so it -would "be possible to 
reduce the quantity of sucli articles exported and thereby 
lost to India. Such action would tend to keep down the price 
of hone meal and cahes in India ; more of them would he 
Used hy agriculturists who would as a result of their use 
get larger outturns and higher acreage profits. 

20770. 33. To impose an export duty on foodstufFs with 
a view to controlling their export and thereby lowering 
Indian prices and the cost of living would he a great mistake. 
It is a policy to which agricultuiists in the country would 
strongly object i as the market value to them of their 
foodstuffs would be reduced to the extent of the duty im- 


posed. They would in short have to pay this duty in order 
to enable other classes to get cheap foodstulTs. 

20771. 35. I am favourahle to the idea of Imperial Pre- 
ference and think that India wraild be jiistihod in bearing 
a reasonable economic loss for the sake of Imperial Pre- 
ference. 

20772. 36. I would not differentiate between the policy 
to he adopted towards the Xhiited Kingdom and towards 
others paifs of the Empire. I do not ant icipate any uvaierial 
loss to India from a system of Imperial Preference; I believe 
she is much to gain from it. ^ I do not apprehend any 
likelihood of retaliation h}^ foreign countries against India. 


Oral evidence, Bombay, 

20773. Fresiclent You are ftie Director of Agri- 
culture, Central Provinces ? 

A. Yes. 

20774 Q. You generally favour a policy of free trade ? 

A. Yes. 

20775. Q. You are in favour of direct taxation ? 

A, I would prefer an increase in direct taxation to an 
increase in curfoms. 

20776. Q, How would you explain your answers to 
Questions Nos. 11, 15, and 22 as being consistent with your 
free trade policy ? 

A. Well, I am generally in favour of free trade hut on 
the other hand if by protection to a limited^ extent we can 
develop industries T would adopt protection ill the case of 
those particular industries that require them. 

20777. Q»1 understand your position to he that you are 
in theory in favour off free trade hut that in actual practice 
you are in favour of developing such industries for which 
India has got natural advantages and that you would 
afford protection to them. 

A, Yes. I should like it to he understood, however, Sir, 
that my opinion is a private one and that I am ’not repre- 
senting Government. I suppose the Government would 
have explained that. 

20778. Q. In answer to Question No. 35 you say “I am 
favourahle to the idea of Imperial Preference and think 
that India would he justified in hearing a reasonable econo- 
mic loss for the sake of the Imperial Preference,’* Will 
you please elaborate your view a little more fully ? 

A, I thinlf, Sir, that if India is to play a part as one of 
the family of nations she should be prepared to sacrifice a 
little for the sake of the Empire as a whole, ‘ 

20779. Q. That sacrifice would he to the gain of somebo- 
dy. Is it your idea that for the interests of the Imperial 
family each member should sacrifice or that India alone 
should sacrifice P 

A, No, each member should sacrifice. 

20780. Q. I can quite understand the position that each 
member of the family is to sacrifice. How does the 
principle of Impexual Preference come in? That is what I 
want to know. 

A^ Well, what I mean is this ; suppose certian 

f oods are impoi’ted into Australia and they charge a certain 
utv on them. If the same articles are imported from 
India they should charge only l-3rd or 2-3rds, India 
should also do the same in the case of Australian goods. 

20781. Q.— I understand your position is that you 
would enter into trade relations with the members of the 
Empire to the mutual and reciprocal advantage of each 
other. Isn’t it s5 ? 

A. — Yes. 

. ,20782. Sir Manahjee Fadabhoy d, I understand‘ 
tto though in abstract you believe in a policy of free 
&t^ sO'ffar convinced that in India a system of 
jadidlou's groteiStion would he beneficial to the country ? 
X— ITes. " 

20783, Q. You believe that hy the development of her 
industries India can add enoi'mously to the wealth ? 

X~I think so. 

207'84. Q. You say in answer to question No. 17 " to 
counteract tnis I would impose protective duties only on 
^ds of thfe nature described in my answer to question No- 
ll and on those the duties should he kept reasonably low ”, 
Do you think a low duty will afford protection ? 

A% Of course it depends upon how low they are. 

20786. Q. You won t mind raising them if they don’t ? 
A* T won't mind. 

2078g. Q. I think there is a little inconsistency in your 
answer to Question No. 15 where you recommend high 
protective duties and again in your answer to Question No. 
17 you say the duty should he kept as low as possible ? 


the 27th February 1922. 

A. Suppose Germany is sending leather to India. Then 
wo might very well put a high import duty on it. 

20787, Mr, Famnadas Fwariccidas : — Q.-yln your 
answer to Question No. 17 there is a danger in India of 
protection leading to combination among the protected 
manufacturers in order to maintain a -monopoly 

piire. Don’t you think that is a real danger ? 

A. I should think there is a danger. Suppose we are 
to laise cotton duty. You will raise it very much. It 
would necessarily "follow that India would monopolise the 
cotton trade and shut it out forevetwbody else. 

2078S. Q. Is there any possibility^ of Imge combinations 
like that ? On the contrary there will be iuternal competi* 
tion set up in India, won’t there ? 

A, To a certain extent. 

20789. Q. I'ake the cotton indusi^iy. There is a import 
duty of 11 per cent. Docs it mean that the mills have com- 
bined together ? 

A, They have done so in the United States. 

20790. Q. In the United States tl^ey might have done so. 
Probably your fear comes from the experience in the United 
States. But India is a very big country and there will 
probably he industries sot 'lup in different provinces and 
even if an industry is set up in one province there is so 
much internal competition that there is hardly any room 
for such danger. 

A, In the case of cotton cloth India does not make any- 
thing like the quantity required for her. It makes only 
half the quantity. 

20701. Q. I am not talking of the present protection. I 
think there is sufficient internal competition and thei*e is likely 
to be much more internal competition in future when indus- 
tries are set up, so much so that there is no danger of a 
combination like the one you speak of. 

A, Yes. 

20792. Mr, Mant : — Q, You say you object to the imposi- 
tion of .expoif duties on foodstuffs and I understand the 
agi’icultiirists of your province would strongly object to it. 

A, I think so, Sir. That would reduce the prices of the 
foodstuffs. 

2^793. Q. It would reduce the price to him as producer ? 

A, Yes. 

20794. Q. Would not the same objection apply to other 
raw materials that the agriculturist produces ? It has been 
suggested that export duties should he imposed for the 
purpose of cheapening raw materials to the manufacturers 
m the country, such as cotton for instance. Would not the 
agriculturist object to that ? 

A> 1 think so, Sir. If the duty is considerable, it 
certainly means reduction in the prices paid to the grower. 

. 20795. Q. I see the export duties you recommend are on 
those articles which are of a mamirial value. You mention 
oilcakes, bones and oil seeds. As regards oil seeds the Director 
of Industries here told us that 76 to 80 per cent, are crushed 
in this country. 

A. At the present time that is correct.* About f is 
crushed and only i is exported. Before the war even mox’e 
was exported. 

20796. Q, Is the decrease in exports due to the reduction 
in the area under oil seeds or to the increase in crushing 
in this country ? 

^ A, The exportable surplus is now less than it was 
before the war. The reason why less is exported now is 
that countries like France, Italy and Germany (Italy and 
France more especially) have gone to other countries for 
the supplies and they import from Argentine, Syria, Africa 
and China and the Straits Settlements. India is only one 
of the markets and is now a much lesi. important market 
than it used to he. 

20797. Q Then would not the putting of an export duty 
on oil seeds still further harm India in its competition vvitli 
other markets ? . . 
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A. What I would do is, I would put an export duty 
gradually. At first I would start with a very small 
duty say from Re. I a ton. 1 would also develop the 
technical side of the industry, in the standardisation of 
the oil-.'^eeds and in mahmg better transport facilities. 

20798. Q. At present you say three-quarters of the oil 
seeds produced are crushed in the country. Is there a 
demand, for all the cake produced? 

A- At present, Sir, the quantity of cake produced is about 
100,000 tons, I believe, I may be wrong. But in any case 
the quantity of cake produced at present is far in excess of 
the demand in the Country. There is a big surplus for 
export. 

20799. Q, You suggest an export dut} on oil seeds. 
Won't that increase the surplus of oil-cakes f or export ? 

A. I think so. If you do gradually and at the same time 
utilise the export duty in creating a demand for the cake 
then you would get far more than you use in the country. 
20800. Q, How would you utilise it ? 

, A. In caiTying propaganda work and getting the people 
use the cake for cattle food and for manurial purposes. 

208 01. Q. Would it not be advisable first of all, by 
propaganda or any other means that you think suitable to 
encourage the people to use the cakes for such purposes ? I 
suggest that this should come first. 

A* On the other hand if you start with a low duty you 
raise money to carry on this propaganda. 

208u2. Q. Your object in lU’Oposing the duty is to get 
.money for propaganda ? 

A, That is the main object, just as you put a cess on 
cotton hO as to raise money for the cotton in the country. 

20803. Q. A cess of that kind is a very small matter as 
compared with the export duty that has been suggested ? 

A. I shall start with a low duty and gradually raise it. 
Even at Be. 1, it works out to B lakhs a year on the 
oil seeds that are exported at present. 

208U4. Mr. Rhodes : — Q* Do you find in the Central 
Provinces that land hiipports as many people as it conveni- 
ently can? 

A. Well the pressure of the people on land in the Central 
Provinces is less than in any other part of India. ^ 

20805. Will there be people enough to cultivate land 
if they are drawn away for industrial purposes ? 

Am Undoubtedly. The population per square mile is three 
to four hundred. So there is a reasonable population. 

20806. Q. Much greater than the rest of India? 

A. Yes, much greater. 

20807. Q. With reference to the question of foodstujQ^s, I 
want to take you back 200 yeaiu In those days when there 
was famine there was no means by which the surplus food 
from one part of the country could be taken to another part. 

A^ Yes, I think they suffered very much more in those 
days from famine than now. 

20808. Q. The j’esult was that there was prosperity 
alternating with serious famines. 

A. Yes, 

20809. Q. Those days of prosperity are not likely now 
that the whole country has been opened ? 

. Am Yes. * 

20810. Mr. Tm F. Seshoegiri Agyar . — When you prefer 
direct taxation I don't think that you suggest that there 
should be au increase in land revenue. 

A. Ho. I would raise the income tax, 

20812. Q, You must know that at present the lahd is 
heavily taxed and it. cannot be taxed further ? 

Am I do not mean land taxation. 

20812. Q. You say that the hand-loom industry should 
bo encouraged ? 

Am I think it should be encouraged as it affords labour 
to a certain number of people when they have nothing else 
td do. 

, ^81$. Q, Supposing there is an excise duty of 3-^- per 
cent, on textile industry and there is a protective duty of 11 
per cent. If that duty has the effect of stimulating and 
helping the hand-loom industry you might do away wiQi the 
per cent, excise duty on the power-loom industry ? 

' , AmI -think I would levy it because mills are making such 
enormous profits that it seems they can afford to pay it. 

20814. Q. If it- has indirectly the effect of helping the 
hand-loom industry would you retain it ? 

A* I don’t quite catch your meaning. 

20815. Q. If there is an excise duty of 3i percent, and a 
11 percent, tariff duty> there is thus a margin of 7| per 
cent, protection to the pow^r-loom industry- The existence 
of the per cent, excise duty has this advantage, that 
it procects the handloom industry to some extent. Under 
those circumstances would yon advooatelihe retention of 
the 3| per cent, excise duty ? 

Am Yes^^DL^ 80. 


20816. Mr. Cogqfee.^Q. In recent years tnere has beeii 
a rise in the agricultural wages of your city ? 

A. Considerable. 

20817. Q. Is that rise proportionate to the general rise in 
prices ? 

A. 1 think so, I think we used to pay our men in the 
farms sixteen years ago about Rs. 7, now we pay about 
Rs.^lB. The wages have more than doubled. 

20818. Q. The prices have in certain cases more than 
double P 

A. I do not know whether the price of foodstuffs has 
more than doubled. 

20819. Q. Wh.at is the cause of the rise in agricultural 
wa>;es ? 

A. It is a question of supply and demand, I think. 

20820. Q. That is a very common explanation. Is it 
due to starting of industries ? 

A. To a ceitain extent cotton mills have taken away a 
good many men from land. Manganese has to a certain 
extent taken away the men. And then the country is 
being developed by Government and there are many con- 
structive irrigation works and a fairly large number of 
men have been employed in carrying out these works. 

20821. Q. Has there been on your side any complaint 
as we have elsewhere of paucity of labour ? 

A. In Berar there is paucity of labour ; in the harvest 
season so that people go from native states in fairly large 
numbers and for certain number of weeks. But generally 
the local labour ia sufficient to deal with the problem. 

20822. Q. Do you at all connect this paucity ol’ Libour 
with the industrial development ? I mean does the diver- 
sion of agricultural labour to industries cause this 
paucity ? 

A. To a certain extent the number of ginning factories 
have taken away some of these men and the colton mills 
are also taking some men from the land. 

20823. Q. Does the agficuUural population consume im- 
ported goods to any large extent and if so what kinds of 
goods to adangible extent ? 

A. Do you mean buy them? Well, they use a ^ood 
deal of cloth that is made in Manchester. 

20824. Q. Do they use it in the Central Provinces? 

A. Yes, the sons of landowners and school masters use 
them. Even the poorest coolies buy German made 
articles such as cheap bangles and certain kinds of orna- 
meots, matches, kerosine oil. They use sewing machines j 
gramophones are a fairly common thing in the villages. 

20825. Q, Have you ever prepared or have you got 
materials for preparing an agriculturist’s family^ budget 
showing the proportion of his income spent upon imported 
articles. . / . 

A. We have not done that, but we are making a kind 
of economic survey of certain villages. We are just 
taking up that work in hand. 

The Commission has been often seekinsr, for some exact 
information as to the percentage of the agriculturist's 
income that is spent on imported goods. If, Mr. Presi- 
dent, I may have your permission, I will ask the witness 
to send the Commission a copy of the budget he is pre- 
paring. 

20826, President : — Will you take the agricultural land*^ 
owner or even the coolies? 

Am We will take three classes of people, the richest agri- 
cultural landowner, a fairly pO')r landowner and the 
agricultural labourer. The budget will nlso show hi>w 
much he spends » year on imported goods. It would 
include not only foodstuffs, 

2U827. President : — ^We should like to have a copy of 
your cotnpilation. 

A. Very well. 

20828. Sir Montagy^e Wehh. — Q. In answer to Question 
Ho. 33, you have expressed an opinion againsi an ex- 
port duty on foodstuffs which would be against the interest'j 
of the Hgricultunsts; and yet two f paragraphs above you 
say “ it may he used, too, howeve-', to prevent materials 
going out of the country which is badly wanted.” How do 
you ifconeile these two statements ? 

A, In one case I mention an export dnty on oil seeds and 
oil-cakes, bone meals and so on, I want to keep them 
within the country h ‘cause they are of manurial value. 
In the case of wheat and by-products these are of no very 
great importance. 

20820. Q. You don’t think that you would reduce the 
.production of oilseeds by putting on an export dnty and 
that the land would be diverted to the cultivatipn of some 
other crop. ^ . ±“ 

A. Certainly it would have that effect if you a'b|g 

duty. I am supporting a small one by about a ru^e pOr 
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ton and ufcilising tliafc In stimulating manuring witB bone 
manure and oil-cabes and so on. 

20830. Q, Your objecjt is rea% to retain the manure 
in the country. 

A. Yes. 

20831. Q. Do you think tbai the mere in\ position of an 
export duty wouTd persuade the cultivator to make use of 
bone manure? Is it not rather a matter of education and 
many other considerations than price ? 

A. I s n' that till you get the money jou cannot educate. 
We have not j:ot money for carrying (»n the propaganda 
work to get the people to do that and to organise co-operative 
credit societies. 

20832. Q, What you are after is money rather than 
export duty ? 

A. Yes. Raise the money and graduOly increase the 
duty so that that the tenaency would ne for more and more 
of it being used in the country. In ^he first place create a 
demand for it. 

20833. Mr. NaroUmn Morarji. — Q. Do you think 
that there suflacient scop<' for fruit canning industry? 

A, I am afraid that I do not know the conditions in 
other parts of India but I should think that there is where 
fruit IS grown, I mean in places like Jdussoorie. 

20834. Q. It is dona in Kulu valley and Kashmir. 

A. It is being done up at Quetta also, by Mr. and 
Mrs. Howard. 

20835. Q. That must be on a very small scale. 

A. Yes. 

20836. Q. If somebody wanted protection, would you 
give? 

A* I would be inclined to give a certain amount of 
assistance for a limited number of years, say, 5 or 10 years 
and then if the industry was able to stand on its own legs 
good and well : if it was not, I would withdraw the duty 
in any case. 

20iJ37. Sir JEdgar JELolherton. — Q. Did I understand 
you to say that you had been in the Central Provinces 
for 12 years ? 

A. Por 16 years. 

20838. Q, Always engaged in agriculture ? 

X Yes. 


20880. Q. Have you seen any scientific improvement 
in the process ? 

A. Oh yes. , We have introduced for instance cotton, of 
which gave out the seeds. In a good year about 
300,000 acres are under cotton. 

20840. Q. 1 s it the better class cotton ? 

A. It is not long stapled. Its yield is heavy and it is 
better than any other variety. 

20841. Q. It is the short stapled cotton ? 

A. Yes. 

20842. Q. Have you found that the position of the 
agricultural people of the Central Provinces has improved 
or gone back in these 16 years ? 

A. I think that on the whole the condition is improving. 

20343. Q. They certainly handle more money now-a- 
days? 

A. They handle and certainly buy far more implements 
than they used to do and they seem^ to have more money to 
spend. 

20844. Q. Then you think that on tl e whole they ‘ are 
better o£ ? 

A. I think so. 

20845. Q. Do you find any considerable portion of yon r 
population migrating to mills, etc.? 

A. I would not say a considerable portion but a certain 
number do'go to work in the diSerent plantations, ^^ostly 
from Chattisgarb and a certain number to work in the mills, 

20846. Q. Have you got mills also? 

A. We have I believe altogetl er 7 mills. 

20847. Q. On the whole the condition of the people has 
improved in your time ? 

A. Well, in my opinion it has. 

20848. Q. Weil, your opinion is worth having. You 
have lived there for 16 years and have been engaged on the 
same work. You say in answer to question No. 20 that 
the greater part of the import duty is passpd on to the 
consumer. Now have you found any difference in the 
price of materials as a resnlt 'of the 11 per cent, duty ? 

A. 1 have merely made that statement a^ a general 
principle more or U-sg. 

20849. Q. You have not really studied the matter ? 

A. I have not. 


Supplement to Witness No. 130. 


Prom D. tiLOUSIfON, M.A., D.Sc., Dicectot of Agiicultaie, Central Provinces, to the Chairntan. Xadian 
Kseal CommissiQn, Simla, No. C-84, dated Camp Pachmarhi, the 23rd April 1922. 


20849A, I am sending you herewith a family budget for 
(1) a substantial landowner, (2) a tenant farmer and (3) a 
labourer which shows approximately how much is spent ^ 
by each family in a year on (u) necessaries manufactured 
or produced in India and (&) necessaries imported. 

MstiTmted lEamily Budget for (1) Malguzars, {2) Cultiva- 
tors, {3) Labourers, in GhMUisgargh Division. 

(1) MirntTZARs (Family of 12 persons). 

{a) Necessities manufactured or produced in India ; 

Food — 

Rs. 

per annum 

(rice, pulse, vegetables, ghi, oil, milk, at " 

Rsr 180 per mensem*)* . • . 2,160* 

Clothing— «- 

Dhotiea 
Coats . 

Shirts . 

- Pagries 
Topies 
Simdries — 

Sait 
Sugar . 

Gut , 

Turmeric 
Spices . 

Kerosene 
Utensils 


Total annual expenditure on necessities produced 
or manufactured in India . . . : 2,500 


Rs. 

120^ , 

30 \ 

12 J^per annum 
12 I 

12^ 

12 i 
60} 

>*p6r annnm 
*■25 1 ' 

61 

50; 


180 


.160 


(6) Luxuries manufactured or 

produced in 

Indm : — 

' 


Rs. 

Kosa .... 


80 

Shoes .... 


15 

Gold and Silver ornaments 

% 

100, 

Cheap ornaments . 


20 

Tobacco ' , . 

, . ^ 

20 

Sweets and Cocoanuts . 


15 

Total for necessities and luxuries 
or manufactured in India 

produced 

2,750 


(c) Imported necessities and luxuries — 

Rs. 


Cotton goods , . . 100 

Topies 12 

Beads and Bangles , . . , 10 

Lamps and lanterns . . ’ . 10* 

Needles, threads, buttons, etc. » 3 


Total 135- 


Total yearly Budget . 2,88^500 ' 


Percentage of imported articles in total Budget, 

5 per cent. ' ' ; ‘ ' 



(S) CuLtfiVAi?<)KS. (Family ot 12 pbesojs^). 
(a) Food — 


925 


(ric^, pulse, vegetables, etc., at Rs. 72 
per mensem.) 864 


Clothing — 

Rs. 

Dhoties 

. lOO"! 

Coats . 

. 15 ^per annum 

Shirta . 

6J 


Sujndries — 


Salt . 

. 12'! 

Sugar . 

6 1 

Gur 

20 1 

Spices 

. 5 f per annum 

Turmeric 

5i 

Kerosene 

31 

Utensils 

20J 


Total , 1,055 


(5) Luxuries manufactured or produced in India 


Rs. 

Kosa 40 

Gold and Silver ornaments . • 50 

Cheap ornaments .... 30 

Tobacco . . . . « 20 

Shoes 15 

Cocoanuts and sweets ... 5 


Total . 160 


Total for necessities and luxuries produced 
in India ...... 1,215 

Cloth goods, pagries, etc. . 55 

Total yearly Budget . 1,270 

Percentage of imported articles in total Budget 4| 
per cent. 

(3) Labo.bees (4 PERSONS IN family). 

Average earnings annas 7 per day. 

Necessities p'oduced in India. 

Rs. 

per annum, 


Food . 



, 

140 

Clothing 

. 

. » 

. 

17 

Ornaments . 

• ' 

, . 

• 

3 

‘ 


Total 


160 


Imported articles . Nil. 


Witness No. 131. 

Copy of a letter from the Chairman, The Japan Cotton Spinners’ Association, Osaka, Japan, dated the 80th December 
1921, to H. G. Haig, Esq., I.G.S., Secretary of Indian Fiscal Commission. 


20850. Herewith we humbly submit for your res- 
pectful consideration a statement respecting the in- 
dustrial and commercial conditions of Japan with 
special reference to the cotton industry, in the hope 
that it may be of service to you in arriving at a right 
solution of the tariff policy of India that is pregnant 
with very far-reaching consequences^. 

20851. In view of, the serioiis effect that the tariff 
changes may have on the trade between India and 
Japan, we, collectively as large customers of Indian 
raw cotton as well as suppliers of cotton manufactures, 
think it proper to make a clear statement, when the 
Fiscal Commission is now conducting an exhaustive 
investigation. If our statement receives your kind 
perusal and the facts there presented be taken up as 
the basis on which you will found your decisions, we 
shall indeed feel very much gratified. 

20852, We regret that exaggerated reports are cir- 
culated in the magazines and newspapers concerning 
“ Japanese competition,” and still more regrettable is 
the wide prevalence of the unfounded belief that the 


Japanese cotton industry is receiving protection from 
the government. If the tariff policy of India should be 
guided in its decision by such an unfounded allegation, 
it will certainly mislead the industrial policy of India 
to the detriment of the true interests of the country, 
and cause injusice to Japan that has thus far kept up 
very intimate and cordial relations with India. In the 
attached statement we tried to explain the points that 
seemed to us to have been the sources of the prevail- 
ing misunderstanding. 

20853. Sir, if the customs duty of India is to be 
raised from financial necessity, endorsed by the public 
opinion of India, we have, of course, notbiing to say, 
but to introduce the system of preferential tariff clearlyt 
violates the principle of fair tr^de,” and gives the 
most unfair discrimination to the countries ex- 
cluded from the preference. The statement here- 
with attached, we hope, will make clear that Japan 
has no reason to receive such -unfair discrimination. 

20854. Entreating you again that you may honour us 
by giving your due consideration to our statement in 
arriving at the decisions of the Fiscal Commission. 


Written statement o£ the Japan Cotton Spinners’ Association* 


Stedement hy the Japan Cotton Spinners^ Association 
regarding Japanese Competition and Protection. 

20855. We learn that the Fiscal Commission is now 
making an investigation to examine with reference to 
all the interests concerned the tariff policy of the Gov- 
ernment of India, including the question of the desir- 
ability of adopting the principle of Imperial preference. 
The decisions of the problem will greatly affect not only 
the welfare of the people as well as the industrial pros- 
perity of India, bub also may bring about a decline of 
foreign trade of the country and may cause a change in 
the attitude of the foreign countries that are^now con- 
templating tariff revisions. In view of the far-reaehing 
effect of the problem it is proper thac an exhaustive 
investigation be made with reference to the views and 
^ opinions of the various classes in all the districts of 
India. At the s^me time we sincerely desire that simi- 
lar consideration be given to the circumstances of a 
foreign country that has very close trade relations with 
India. 


20856. Intentionally or unintentionally, errors and 
exaggerated reports. are circulated’ through the columns 
of magazines and newspapers, and if the tariff policy 
of India is to be influenced in its decision by such 
alleged “ facts, it wiU produce the regrettable result 
of obstructing the smooth exchange of commodities 
between India and Japan. 

2^57. The Japan Cotton Spinners’ Association, 
hamng great interests in the change in the Indian tariff 
policy, as a body of great consumers of Indian raw 
cotton as well as the suppliers of cotton manufactures 
to India humbly presents the following statement. 

20858. We need not go into details as to how the 
trade between India and Japan increased remarkably 
during the war. According to the returns of the De- 
partment of Statistics of India, the imports from Japan 
into India rose from the pre-war average of 2 per cent, 
of the total import trade bf India to 9 per cent, in 
1919-20; and the exports jfioiu India to Japan ffom the 
prap-war average of 7 per cent, to 14 per cent, in the 
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same period. O^he figures plainly dernonstrate that the 
trade between the two countries has increased both in 
its exports and imports, and that Japan now occupies 
an important position in the trade of India, and is a 
large customer of that country, being a great consumer 
of raw cotton. 

20859. Too much has been said, and too much fear 
is entertained about “ Japanese competition.” We 
think, however, the truth is being very much exagge- 
rated. It is true that the Japanese imports have in- 
creased during the war, but since the close of the war 
the decrease has been considerable. In 1919-20 her 
imports to India were valued at £19,153,000 showing a 
deerease^of £3,196,000 from that of the preceding year. 
Thus the Japanese import trade has undergone a great 
decline, and as the Beview of the Trade of India in 
1919-20 pointed out, “ Japan has shown herself unable 
to withstand the pressure of unhampered British com- 
petition in cotton manufactures and has lost almost all 
the ground which she had gained ^ during the war. 
Her position is, however, still secure in glass and glass- 
ware, matches and silk manufactures, though European 
competition may revive in all these article.” And 
there is reason to believe that in the period 1920-21 and 
thereafter there will he still more decline in Japanese 
imports. 

20860. Taking the cotton manufactures, the most 
iipaportant item of imports from Japan, we see there 
was also a remarkable decrease of Bs. 11 crores in 
1919-20, the total imports being valued at nearly Bs. 6 
'orores. On the* other hand, the British imports which 
experienced some setback during the war, revived with 
the Armistice and now stand far beyond the possibility 
of any idea of competition with Japanese goods. The 
“ Manchester G-uardian Commercial ” gives the foUow- 
ing comparison of the imported yardage of cotton piece- 
g 9 ods from the two countries : — (1,000 yards). 



United Kingdom. * 

Japan. 


1919. 

1920. 

1919. 

1920. 

Grey 

393,337 

467,909 

126,656 

120,383 

Bleached . 

238,949 

457,463 

4,94d 

4,477 

Coloured . 

j 

128,013 i 

447,302 

13,765 

18,328 

'Totai. . 

760,290 

1,372,674 

145,366 

143,188 


“ These figures,” the paper remarks, ** give us the 
true measure of Japanese competition, of which some 
timid people have made so much. In 1920 piece-goods 
from the Urdted Kingdom increased by 612,384,000 
yards, and exceeded those from Japan by 1,229,486,000 
yards, the latter actually showing a decline of two 
million yards. ” 

20861, Nor seem the Indian cotton mills to have 
sufiered from foreign competition. As- to cotton yam, 
as Mr. C. A. Innes pointed out, the annual Indian 
production has never been below 615,000,000, pounds 
since 1912-13, and in the last year the production rose 
to 722,000,000 pounds. On the other hand the import 
of cotton yam was not more than 50,000,000 pounds in 
’the’ ioimer period, the amount of imports in 1919-20 
15,OC^,000 pounds. Thus against the annual 
ifeme produi^oh of 600,000,000 pounds there is only an 
annual import of 50,000,600 pounds. This will prove 
how insignificant the foreign competition is? 

" ' 20862. Even in the cotton piece-goods, the amount 
pr&duced' in Indian mills is making a large increase 
bw 'that of the pre-war production ; and need not have 
,^aay^ fear of Japanese competition, as the following 
statastics for 1920-21 at our disposal show : — (1,000 
yards).' 


Total Imports. | 

Imports 
from * 
United 
Kingdom. 

Imports 

from 

Japan. 

Production 

in 

India. 

1,491,248 

1,277,596 

. 1 

*70,822 

1,580,849 


208G3. Will not the increased tarilf duty on cotton 
piece-goods under such circumstances, produce the 
result of only increasing the burden on the general 
consumers in India? \Viil not the tarifi duty imposed 
on cotton yam obstruct the development of Indian 
domestic weaving industry? Will not the esciusion of 
foreign cotton manufactures from India, if ngf call out 
retaliatory measures on the part of the foreign coun- 
tries, reduce the amount of consumption of raw cotton 
in these foreign countries, and react in the decline of 
Indian export trade and the decrease of the purchasing 
powers of the cotton producers of India? 

20864. Some speak of the protective policy of^ the 
Japanese Grovemment, and in the Indian and British 
magazines and newspapers it is often alleged that the 
Japanese goods secured new markets through its strong 
protection. But so far as the cotton industry is con- 
cerned, its growth has been entirely due to the private 
initiative and co-operative endeavour of the spinners 
in Japan, and the Government protection has nothing 
to do with the present development. As we regret 
that there is a sm-prising misunderstanding on this 
point we would explain briefly on this matfcer- 

20865. “ The Japan Cotton Spinners’ Association ” 
is a private institution of the mill-owners and cotton 
merchants, organized in 1882 for the purpose of 
developing the cotton industry by mutual aid and 
protection. The organisation went through several 
changes but it always retained its purpose of 
improving the technical skill and the finanmal status 
of the industry. It was in no sense connected with 
the Government nor received any protection from, 
the government. 

20866. No statement is further from the truth than 
the statement that the Japanese spinners are receiving 
government bounty. Some flme ago, the Association 
granted allowance on some kinds of cotton yams and 
goods exported. But this was entirely diflerent in 
nature from the boimty that the government of a pro- 
tectionist country sometimes grants on some goods to 
encourage its exportation. The allowance in question 
was nothing more than a means of mutual aid instituted 
among the spinners themselves with their own funds to 
help themselves over the difficulty caused by the indus- 
trial depression. It was granted only intermittently, 
and even in this case, the system of allowance was 
maintained only while it was absolutely necessary for 
the self preservation of the industry, and was discon- 
tinued some years ago. It is true that the Association 
asked for government boimty in 1898 for the exported 
cotton manufactures, but the government simply de- 
clined. The situation was as follows : — ^There was ' a 
financial crisis in Shanghai in the preceding year which 
paralyzed the whole business, and there was practically 
no demand for Japanese cotton yam. On the other 
hand, Japan had just emerged from a victorious war 
which gave an impetus to various industries and 
especially to cotton industry. And when the crisis 
came the spinners found themselves in great difficulty 
with the undemanded stocks , produced in the improved 
and expanded mills. Hereupon the spinners consulted 
and discussed to give allowance to encourage export, 
but could not come to an agreement. As a last means, 
fche Association asked for government bounty, which 
the authorities did not grant. 

20867. In the Spring of 1902 the price of silver began 
to fan, and the rate of exchange on China rose enor- 
mowly which practically stopped the trade with China. 
This again placed the spinners in a very critical situa- 
tion. The spinners therefore reduced the working-hours 
on the one hand, and on the other, succeeded this time 
in persuading the members of the Association to adopt 
the system of granting allowance on exported goods. 
This measure was absolutely necessary atijhat time to 
help us over the most hazardous situation. Thus only 
during the tw6 months of September and October 1902, 
an allowance of Yen 800 per bale of the yam under 20 
counts, and Yen 1*10 per 300 pounds of certain kinds of 
cotton piece-goods was granted, which was defrayed 
from the rebates on the freight on the raw cotton from 
Bombay. Of this latter phase we shall have occasion to 
speak anon. 

20868. Later in 1908, when business depression set 
in as reaction of the “ post-war business boom,” that , 
followed the conclusion of the Busso- Japanese War, the 
Association granted allowance to cotton manufactures 
exported to China from March to December 1908 in the 
form of coupon, while an allowance of Yen 0-75 per bale 



was given on the goods exported to other countries 
beginning ‘from May 1908. Again from January 1909 
to March 1932 and allowance of Yen 1*50 per bale of 
cotton yarn under 20 counts was granted. On the 
other kinds of yarns the allowance varied from Yen 2*00 
to Yen 5*00 according to the requirements. As to the 
cotton piece-goods, and allowance of Yen 1*00 per bale 
of cloth of more than 28 inches width and Yen 0*75 
per bale of narrower cloth was granted from October 
1910 to March 1912. Thus the history of allowance 
had come to an end before the Great War. 

20869. As the story will show, the system of allow- 
ance was instituted with no outside help or encourage- 
ment; it is purely and simply a means of mutual aid 
among the mill-owners to secure themselves against 
business emergency. The mill-owners have all to con- 
tribute to the Allowance Fund and the interests of mill- 
owners are not always identical; for some mills chiefly 
produced the goods meant for exportation, while other 
put more emphasis on the production of the goods 
consumed in the home markets. It was natural that 
the granting of allowance could not be easily resorted 
to. And even when allowance w^as decided to be 
given, it has never exceeded two per cent, of the value 
of the goods, and never outlived the strictly necessary 
duration of preserving the life of the industry. 

20870. Some may look with suspicion at the rebates 
on the freight of raw cotton shipped from Bombay that 
the Association gives to its members. But there is no 
government protection or any trick in it. Our mem- 
bers make contract through this Association with the 
steamship companies for the conveyance of raw cotton 
bought in India. As the result of large shipments the 
Association get rebates from the steamship companies. 
The Association in turn distributes th^ rebates among 
its members according to the quantity of cotton im- 
ported by them. Thus Indian cotton is imported to 
Japan so much cheaper, and accordingly increases the 
demands for Indian cotton, thus givmg benefit to the 
Indian cotton growers as w*ell as tc the Japanese 
spinners. This system of rebates was inaugurated in 
tile following manner. When the Japanese spinners 
tried to import raw cotton from Bombay, the oversea 
carriage of cargoes from Bombay was in the monopolist 
hands of the PoniTisular and Oriental Rteam Navigation 
Co. subsidized by British Ogvernment. The high rate 
of freight hampered not a little the possibility of using 
Bombay cotton in japan. The endeavours of Viscount 
Shibusawa and the late Mr. J. N. Tate resulted in 
an Agreement between the Association and the Nippon 
Tusen ICaisha in 189B. By this agreement the latter 
opened a new line to Bombav to carry raw cottop at 
Bs. 13 per ton which was " Bs. 4 cheaper than the 
current rate. In consideration there "if all the members 
of the Association hound themselves to i;se the N. Y. B. 
ships to carry all the raw cotton cargoes imported to 
Japan, and gave <a further guarantee to pay freight 
for 50,000 bales of raw cotton a year at Bs. 13 per ton, 
even when the market rate fell below this point in con- 
sequence of competition. Apprehension was at first 
entertained as to the wo -king of this Agreement by both 
parties, and the Agreement was made to continue only 
for the term of one year. But happily this Agreement 
proved to bring some profits to our members, and the 
N. Y. K. found also that it could make both ends mept. 
Later, however, when raw cotton had to be shipped 
from other Indian ports than Bombay, we found the 
necessity of making the Additional Agreement bv 
which in 1894 Colombo and Tutieorin were added as 
liie ports of shipment. In consequence, N. Y* K. sus- 
tained some loss, and showed an -attitude of hesitation 
to continue the agreement. A petition was sent to the 
Japanese Government to grant subsidy. Though this 
petition was well taken up by the Government, and a 
hill providing subsidies to steamship lines was prepared 
for the Diet, the dissolution of the House prevented its 
passage. Meanwhile the N. Y. K. concluded an 
agreement with the P. & O. Co., the Socidtd Nationale 
de Service Maritime and the Austrian Lloyd, to the 
'effect that the cargoes of the members of the Associa- 
tion shipped according to the Agreement may be 
carried by the ships of these companies. 

20871. The Agreement have been revised, and 
there were changes in the steamship companies ad- 
mitted into the “ Conference,” but on idle whole the 
Agreement maintained its principal object. Thus it 
’ will be seen that this Agreement was concluded solely 
for .the purpose of lowering the cost of Indian cotton 
used in Japan to the benefit of the Japanese spinners 


as well as of the Indian cotton growers. The Associa- 
tion’s representative in Bombay who sees over the 
shipment of the cotton is stationed there only to see 
to it that a just and equitable allotment of the space 
be made among steamship companies and the shippers. 

No discrimination is intended against nationalities; all 
merchants and ships enjoy equal and just privileges. 

20872. The Government subsidy to the Bombay line 
of N. Y. K. of which some reference was made, was at 
last given in 1896, as it was judged necessary in view of ^ 
the difficult stations in which the Company was placed. 

It is not to be taken as an indirect protection given io 
the cotton goods exported from Japan; it was grant^ 
for the sole purpose of facilitating the communi- 
cation between Japan and India. Moreover, thia 
subsidy itself was stopped altogether in 1906. 

It is also to be added that no preferential treatment 
in railway freight is given to +he cotton yam and goods 
of home production. 

20873. Thus it will be seen that the Japanese cotton 
industry has received no government protection in the 
attempt of opening new markets abroad. The existence 
of the import duty on cotton manufactures in Japan 
might be taken as a kind of protection. Under the pro- 
visions of the Bevised Treaty of 1866 Japanese customs 
duty was limited to 5 per cent, ad valorem. With this 
low import duty the Japanese cotton industry in its in-, 
cipienb stage could not have been protected at all 
against foreign goods. Moreover, at that time import 
duty was levied on raw cotton and export duty on 
cotton yarn. Thus the cost of production of cotton 
manufactures was forced up, and hampered to find mar- 
kets abroad. It was only in 1894 that the export duty 
on cotton yarn was abolished, and it was two years later 
that the import duty on raw cotton w8.s abolished. Tn 
1897 when Japan for the first time promulgated the 
general tariff law, the import duty on cotton yam was 
raised to 10 per cent, ad valorem and that on cotton 
piece-goods to 15 per cent. But on the British cotton 
yarn and goods the conventional tariff of about one half 
of the general tariff rates was applied and the other 
treaty powers enjoyed the same concession on account 
of the most favoured nations clause in their respective 
treaties with Japan. ‘Accordingly the duties on cotton 
varn ^d goods were not much higher than before. 

' Again in 1906 the general tariff law was revised and the 
import duty on cotton yam was raised to 20 per cent. 
ad valorem and that on cotton piece-goods to about SO 
per^ cent. But conventional tarifi was in existence 
(again, and the duty on the former article was no more 
than 8 per cent, ad valorem and that on the latter goods 
did not exceed 10 per cent. In 1911 when the general 
tariff law was revised the duty on cotton yam WjSs 
reduced from 20 to 10 per cent, ad valorem and that 
on cotton goods on the whole from 30 to 20 per cent. 
But on the cotton goods concession wa^s again given to 
the United Kingdom in the form of conventional tari-ff 
which made the duties on certain kinds of cotton goods 
labout 15 per cent, ad valorem. And it needs not to add 
that most other treaty Powers enjoyed the same 
privilege. 

,20874. These facts will make it very plain that the 
cotton industry in Japan has received no such great 
government protection in the form of tariff as is gene- 
rally supposed. On the contrary, in its earlier stages, 
it was rather handicapped by the import duty on raw 
material and the export duty on its manufactures. 
Moreover in 1919 to check the general tendency of 
rising prices at home, the government suspended levy- 
ing the import duty on cotton yam and goods, and 
until lately there were no duties on those goods. 

20875. As Japan raises no raw cotton as is done in 
India, nor does she make spinning machines as is dona 
in Great Britain,- she may naturally have resorted to 
the heavy import duties on foreign cotton manufactures. 
On the contrary the growth on the cotton industry in 
Japan was, as may be seen from the foregoing facts 
entirely dependent of the tariff protection, and 
attained to what it is purely and simply by the pro- 
gressive spirit of the people. The spinners .of Japan 
do not think of depending on tariff protection, most of 
them being believers in the general reduction of tariff. 

20876. In connection with the abolition of the import 
duty on raw cotton in Japan, we would like to add one 
word that the Associate on gave its best endeavour for, its 
repeal, for nine years. In 1896 it was ^aJly ropealecL 
and the inflow of the Indian cotton to Japan 
facilitated, . r - 
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20877. Just one word about the condition of the 
spinning industry in Japan. The mill-owners of Japan 
have to depend on the raw material brought over from 
foreign countries, and they have to bear the extra ex- 
penses of freight and insui*ance, besides the risks of 
exchange. In addition to this, the increased wages 
and ever growing cost of management tend to enh^ce 
the cost of production surprisingly. And when legisla- 
tion will be instituted according to the Becommenda- 
tions of the First International Labour Conference in 
'^Washington, the cotton industry of Japan will be still 
further handicapped. On the other hand, w^hen the 
cotton manufactures of Japan are exported to India, we 
have to bear the same’ additional expenses of freight and 
insurance together with the risk of fluctuating exchange. 
Moreover the increase of the import duty carried into 
effect in India this Spring has superadded a heavy 
burden on the already handicapped cotton industry of 
Japan. To raise, under such circumstances, the im- 
port duty on Japanese cotton goods still further is to 
deal a very severe blow on the industry. 

20878. The, policy of levying heavy duties on such 
goods ah cotton manufactures which will tend to en- 
hance the prices of the necessaries of life may be said 
to be contrary to the welfare of the greatest portion of 
the people. 

20879. We have, of course, nothing to say so far as 
the customs duties of India are to be raised from finan- 
cial necessity endorsed by public opinion. But to in- 


troduce the system of preferential tariff clearly violates 
the principle of “ fair trade,” and may be said to make 
undue discrimination between the British Empire and 
other nationalities. It is injurious to the interests of 
these discriminated countries. Even if these countries 
will not resort to retaliatory measures, it will rouse the 
indignation of these countries. As was mentioned 
above, Japanese cotton indutry is already handicapped 
in many ways and is losing its market which it gained 
during the war. To give tariff concession to the British 
goods, under such circumstances, is to deal a fatal blow 
on the discriminated countries especially on Japan. 
And if the preference be given to British goods by 
raising the present general tariff still further, it would 
be to deal a double blow on the goods of the discrimi- 
nated countries. It need not be mentioned that the 
interests of India will also be greatly affected by the 
adoption of the preferential tariff. It is true that the 
Japanese imports of the cotton manufactures are di- 
fferent in quality from the British and that extent, the 
preference given to the British goods may not at once 
affect the Japanese goods. But at the same time it c»an- 
not be denied, that it wall Hamper the further develop- 
ment of the Japanese cotton industry. 

20880. Finally if Jndia is ever to levy an export duty 
on raw cotton that will surely deal a fatal blow to the 
industry of Japan, Indian cotton growers are also sure 
to suffer because the decrease of J apanese demand may- 
cause the Indian farmers to bear tbe export duty 
themselves or they must be content with the decreased 
demand from Japan. 


SUPPLEMENT TO BOMBAY NQ, 35. 


Copy of a letter from the Japanese Cotton Shippers’ Association of Bombay, dated the 7th February 19^2. 


20881 We beg to refer you to our letter dated 8th 
November 1921. We find that tbe Japanese Cotton Spinners’ 
Association have submitted io you a statement expressing 
their views regarding Japanese Competition and Protection 
in respect of the Indo- Japanese cotton and cotton manu- 
factures trades. The views of the above Association happen 
to be identical with what this Association intended to place 
before your Commission, and we write this only to supple- 
ment the opinion expressed by the above Association in 
regard to the proposed export duty on Indian cotton. 

20882. From ourjexperience as shippers of large quantities 
of cotton fi’om India, we are in a position to state that the 
price of cotton is a most delicate thing in the world's 
commerce and causes which may appear to be quite trifling 
give rise to the wilde'st fluctuations causing serious disloca- 
tions of trade to tbe great detriment of all concerned. 


Consequently, it is difficult to view with equanimity the 
consequences ^ that may ensue from such an importane 
factor as the imposition of an export duty on cotton. 

20883. As matters stand at present, American ns well as 
Jndian cotton is free from export duty and the world’s 
traders in cotton base their calculations and determine the 
parity of the price of Indian cotton in accordance with the 
price of American cotton. If, therefore, an export duty is 
put on Indian cotton the parity could only be maintained 
by lowering its price in tbe world’s market, . This would 
certainly benefit the small number of cotton iniIl-ownei*s 
in India, but tbe vast body of cotton cultivators will suffer 
immensely by such a step. We are of opinion that in the 
sense of democracy it is the interests of the large majority 
of agriculturists and ordinary people which should receive 
the best consideration of every goveniment. 


WETNESS NO. 131. 


Oral evldmoe o£ Mr. Hara and Mr. Yamaji, Mpresentatives of the Japan Cotton Spinners Association, Osaka, Japan, 

28th Fehruary 1922. (The ^swers were given hj Mr. Hara and where Mr. Yamaii 
Wisweredhis name is specially mentioned.) » j r.c «... 


208M. President : — Q. Gentlemen, yon appear as repre- 
sentatives o£ the Cotton Spinners Association of Japan. 

A, Yes. 

28S86'. In the_ very first paragraph of your written 
statement you indicate the possibility of a change in the 
attitude of the foreign countries that are now contemplating 
tariff revisions. Will you please explain .what you mean by 
that ? Bo you mean to say that if India regulates her own 
fiscal policy ss it suits her best, she has to face retaliation 
by foreign countries. 

A. Not at present so far as I can understand. 

20886. Q. You speak about a change in tbe attitude of 
foreign ^untries that are contemplating tariff revisions. I 
should like you to explain what you mean by that. 

A. Being not the representative of the Japanese Govern- 
ment, L cannot give «ny definite information as to what the 
Government’s attitude would be. 

20887. Q, We know that you have not got the power to 
speak on behalf of Government. We would like to know 
what you had in your mind when you wrote that. 


^ A, We simply think that if India changes her policy or 
increases her tariff beyond the present level, it would be 
prejudicial to our trade. , , 

20888. 0^ This a different matter. 

A, Will you excuse us if we speak frankly ? 

20889, Q. We want you to. 

A* Well, besides . this there are , some other points that 
I have to explain. This statement is not based on our 
profession?^! opinio*^ but this is written by our home people 
and of course We considered all those points. But it is 
beyond our knowledge and beyond our comprehension et 
present what the foreign countries will do. 

2o890. Q. I don’t ask you about what the foreign, 
countries will do, but my * question is what is likely to 
happen r ^ 

As you know we have a treaty with Great Britain and 
we have also a few lines timty regarding the commerce 
between India and Japan. If any change in the tariff 
policy ot India were to take place, Japan also might take 
some retaliatory measures, though I don’t think she would; 
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20891. Q. Do you tliink that Japan iwould retaliate? 

A* I don't think that she would. 

20892. Q. I shall ask you a question which arises out of 
your reply Did not Japan determine her fiscal policy as it 
suited her interests and her own people ? 

A, No. 

20893. Q. She adopted a policy which suited other 
countries^ at the expense of her own interests ? 

A, Quite so, Iiithink that you are perfectly well aware 
that 30 or 40 years ago when cur country was quite young, 
she was open to the whole world and she was powerless pro- 
perly speaking. Her legs were drawn in different directions 
and she could not frame her national tariff independently. 
She had to consult with friendly powers in this, that and 
other directions. As you know, we had a very hard 
struggle to undergo before she was able to revise her tariff 
„ not according to her own free will hut nearly that. Most 
of our tariff items are according to our national tariff 
and our national convenience and we expect India to do the 
same thing. 

20894. Q. That is to say, Japan not having adequate 
military and naval power to withstand any invasion which 
European countries might bring about yielded in her tari ff 
policy to the superior force. 

A. Yes. 

20895. Q. And yon think that India being equally 
powerless from a military and naval point of view should 
yield her interests to other powers who will he able to 
force their policy upon India. 

A* I do not mean that. 

20896. Q. What is the other conclusion to bo drawn 
frtm the statement which you ba'^^e made? 

A, It is a very hard question, gentlemen. So long as 
India is quite strong enough and has got power enough 
to proceed on her own free will, she should do so and no 
other country would prevent that. 

20897. Q. Japan had lo meet with these difficulties 
because she was not militarily strong. But she regulated 
her fiscal policy irrespective of the views of other countries 
when she became militarily strong. 

A. Well, to some extent it good to keep up friendly^ 
-connections 'with other powers and to prevent other countries 
to put heavy taxes on her goods. 

20898. Q. That is to say, she regulates her tariff as ifc 
suits her best. 

A. Yes. 

20899. Q, She is not restrained in her fiscal policy by 
any idea of being militaidly powerless. 

A. First ^ of all this statement is not made^with any 
motive to interfere with your procedure of considering the 
Indian tariff policy, hiit this simply means to disclose to 
you the difficulty as to where you stand and at the same 
time to come to a thorough understanding. 

20900. Q. Then your conclusions come to this, that 
India should subordinate her own views in regard to 
what is 'best in her interests from the tai’iff point of 
view for considerations of retaliation by other countries. 

A. It is very difficult to reply to this. 

’ 20901. Q, ^here is the statement in your written 
^idince : otherwise I would not have taken the trouble of 
asking you. Then in the Srd paragraph of jour written 
statement you say, “The'Japan Cotton Skinners’ Association 
having great interests in the change in the Indian tariff 
policy as a body of great consumers of Indian raw cotton as 
well as the suppliers of cotton manufactures to India hiimbly 
pre|ents the following statement.’' You want India to 
Into consideration the faOt that Japan buys large 
quantities of Indian raw cotton and supplies cotton 
manufactures to India. , 

'jf; Yes. 

” 20902i Q. Do you think that it is a natural state of things 
that one country which is situated so far away should take 
away your raw materials and supply us with manufactured 
goods. 

A. Not always. 

^ 20903. Q. Is it natural ? You don’t say that it is. 

' A» Well, it depends upon the price. Economy knows no 
boundary. We take your cotton, because we have a big 
market in China. 

2090“4. Q. Japan supplies to India. I ain not dealing 
with any other country. . 

A, We don't deny that we are supplying India with our 
manufactured goods. 

20905. Q. You want us to take that into consideration 
in regulating our fiscal policy* 

A. Yes- 


20906. Q. In this connexion I want to ask you a. few 
que^ions. Does Japan grow any cotton ? 

A. No. 

20907. Q, But Japan has a market for piecegoods for her 
own people. 

A, Quite so. 

20908. Q. Did not Japan adopt a tariff policy suitable to 
secure her own supplies of piecegoods by her own factories P 
A. I should answer the question in 'the affirmative. The 
reason is that there are still in existence some duties on 
foreign piecegoods which you might call protective. 

20909. Q. I am not dealing with that. Japan adopted a 
tariff policy with the set object of supplying ner own people 
with their requirements of piecegoods from fact ones 
established in J apan. Did she not do that ? 

A. Yes. 

20910. Q. She did not grow any cotton and notwithstand- 
ing that she decided to lay down a fiscal policy by means of 
which she obtained raw materials from other countries and 
established factories for the purpose of supplying the 
needs of her people ? 

A. Yea. 

20911. Q. Now India grows a large quantity of cotton. 
A, Yes. 

20912. Q. India has got a surplus of cotton which she 
exports. 

A. Quite. 

20913. Q. India also needs for her own people cotton 
clothing. 

A, tes. 

20914. Q. Do you think that it would he wrong if India 
laid down a fiscal policy following the example < if Japan 
with better advantages to supply the entire needs of the people 
of India in the matter of piecegoods manufactured by 
ber.'elf? 

A. No. 

20915. Q. You would not have any objection to that. 

A, Not at all. 

20916. Q. Your being a sup]flier of piecegoods would not 
he a matter then for consideration in India regulating her 
own fiscal jpolicy, 

A, Well, frankly speaking we are ourselves protectionists 
to a certain extent and we feel strongly that so long 
as the I industry is not able to stand on its own legs, some 
protection isynevitahle. It was so with Japan and will 
he with Japan I should think for some time to come 
and why not with India ? Although there are a good 
many pionts which are the same in the case of both the 
countries, yet the casos are not similar to each other. 
For instance, the situation of the country is one ; the 
climatic condition is another ; and the distribution of 
population is also another. Taking all these points 
together I should think that protect! *>11 is necessary in the 
Case of Japan and India too, but with one singular excep- 
tion, that is, that the weaving and spinning industry of 
Japan needs very small or almost no protection. It is this 
fact that I wish to emphasise. 

20917. Q. You have yourself stated in your written 
evidence that* Japan increased her import duty on manu- 
factured piecegoods up to 30 per cent, at one time. 

A. Yo8. 

20918. Q. To protect her own industries P ' ' 

A, Yes. 

20919, Q. You should not have any objection if India 
followed the same policy. 

A. No. 

-20920. Q. In your statement after giving certain statistics 
you point out how insignificant the foreign competition is 
which India has to meet not only In her own borders, but in 
outside countries too. Is it not a fact that India exported 
a few years ago 62,000 hales of cotton yarn to Japan? 

A. 1 cannot recollect how many years ago. 

20921. Q. In 1889 we shipped 62,000 bales of Indian 
yarn to Japan, 

A, Our weaving.industry was then at its very infancy, 

20922. Q. What I was going to ask yon is that you have 
so regulated your fiscal policy and established your cotton 
industry on such a haeis that instead of importing 62,000 
hales of yarn, you have ceased to import a single bale. 
You have kejpt the Indian yarn out of your market. 

A, At that time the import duty was only 5 per 
20923. Q. You admit that in the first instance 
Indian manufactured goods, yarn^ „from Ae 
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market. I am not saying that it is wrongj It is perfectly 
legitimate. 

A. I know" 

20924. Q. Why should you object if India takes a leaf out 
of your book, that is what I want to know ? 

A» Abstractly speaking, we do not wish to shut out 
anything. It is all according to the competition. 

20925. Q. It is perfectly legitimate. It suited^ you and 
you did it. You could not possibly have any objection if 
by some fiscal measures similar to those adopted by Japan 
India tried to supply her own needs of manufactured goods 
out of her own factories. 

A. This is the Fiscal Commission of India. Of course 
you are looking to the interests of the whole of India. 
You know that price is also a factor. Under free com- 
petition the price will never be high,, but if you allow, the 
Indian mills to have the monopoly of the market, the 
price will not be low. Of course we don’t wish that you 
should adopt such a policy as that. 

20926. Q. Will you please tell me what the effect of 
your 30 percent, duty on imported goods was on the 
consumers in Japan? 'Did it not raise the price ? 

A. Do you mean the present tariff rates ? 

20927. Q. ITo, at one time you raised your duty accord- 
ing to your statement to 80 per cent. 

A* That is right. 

20928. Q. Was not the Japanese consumer obliged to 
pay higher prices in consequence of .that duty P 

A, Economically speaking you are quite righ^. The class 
of people who had a liHng for the imported goods had to pay 
more money for them, but so long as our industry is growing 
up and can supply the people with the same quality of 
cloth and yarn, it would not hurt the people. 

20929. Q. Then you accepted that the consumers were 
obliged to pay higher prices in order to establish tke 
industry. The interests of the consumers were subordinated 
temprorarily to the interests of the nation in the manufac- 
ture of piecegoods. 

A. Ices. 

20930. Q. The result his been that you have lowered the 
duty from 30 per cent, to something, very much less as soon 
as the industry is firmly established, and now the consumer 
is not penalistd to the same extent as he was at one lime. 
X Quite so. 

20931. Q. If a similar policy was adopted in India, the 
consumer would suffer only temporarily. 

A. That is so. 

20933. Q. And therefore if there is any temporary loss 
India should face it as Japan did. 

A, I quite agree to that. 

20933. Q. You have again referred to retaliatory measures. 
As I have already asked you questions on that I will not 
trouble you again. ** Will not the exclusion of foreign 
cotton manufactures from India, if not call out retaliatory 
measures on the part of the foreign countries, reduce the 
amount of consumption of raw cotton in these foreign 
countries, and react in the decline of Indian export trade 
and the decrease of the purchasing powers of the cotton 
prod Qcei’S of India ?” All this is not consistent with the 
replies you have given now. 

A* If India raised the duty still higher, it would mean that 
theexportfrom Japan to India would decrease and so much 
the demand for Indian cotton would he less. As it is, we are 
exporting to India our cotton manufactures. If you shut 
out our ^oods, as a natural consequence it will reduce our 
consumption of Indian cotton in proportion. 

20934. Q. You say that if by means of tariff walls India 
kept out a certain quantity of Japanese cloth, to that extent 
Japan would buy less cotton from India, and that the 
price of raw cotton in India would go down and the cul- 
tivators would suffer. That is your argument ? 

A, Yes. 



2^So. Q. I am asking you on this statement, whether 
the interests of Indian ctativators of cotton would not he 
safegnarded if the surplus cotton in India, instead of 
•being exported to Japan, is manufactured into piecegoods- 
and yam in India itself ? Then instead of your buying 
to the Indian manufacturers will buy it Item 

to cnluyators. 

A. I should not think that India itself can consume Mie 
surplus cotton that she exports. 


the agricnlturistV would not sufi 
wUl l^’^n klyeM ofl Japanese buyers th 

4 ^ That point you know better. 


20937. Q. You say i Some may look with suspicion at 
the rebates on the freight of raw cotton shipped from 
Bombay that the Association gives to its members. But 
there is no govern ment protection or any trick in it. Our 
members make contract through this Association with the 
steamshi*^ companies for the conveyance of raw cotton 
bought in India, As a result of large ^ shipments the 
Association gets rebates from the steamship companies. ” 
May I ask you one question in regard to this ? What is 
the current rate of freight for raw cotton from Bombay to 
Japan ? 

A, 23 yen per ton of 40 cubic ft., but there is a rebate 
of 10 yen from the shipping company to the Japan Cotton 
Spinners* Association. 

20938. Q. So that you pay 13 yen for your freight from 
Bombay to Japan ? 

A, Yes. 

20939. Q. How much is it in rupees according to the 
present rate of exchange ? 

A, About Es. 17. 

20940. Q. What is the present rate of freight for cotton 
from Calcutta to Japan P 

A, 3 yen, that is under Es. 5. 

20941. Q. The freight for raw cotton from Bombay to 
Japan is Es. 17 and from Calcutta to Japan is Es. 5 per ton. 
How do yon account for that difference ? 

A, In Calcutta there is competition between the shipping 
companies, and therefore the freight is low. 

20942. Q. May 1 know what is the freight from Bombay 
to Hongkong for Indian yam P 

A, I tbink Es. 30 per ton. 

20943. Q. A t6n contains t bales. By means of your ship- 
ping competition India is penalised in her competition with 
Japan in ihe Chine'^e yarn market to the extent of Es. 3 
or4 per bale. You admit there is a substantial difference 
between the rate for raw cotton from Bombay^ to Japan 
and the rate for Indian yarn from Bombay to China P 

A, You will understand that .it is due to combination 
between our Association and tbe shipping companies. 

20944. Q. By combinations or by certain actions of the 
Cotton Spinners* Association you have managed to compete 
with Ind'a in the Chinese market. China is a common 
mai’ket for Japanese and Indian yarn. India has got to pay 
Es; PO a ton for yarn shipped to Hongkong while Japan 
takes raw cotton to a longer distance at Es. 17 per tonr 

A, (Mr. Yamaji) But India does not pay freight on 
her raw materials. Japan must pay freight "on her raw 
materials, including risk of exchange and insurance. 

20945. Q. Risk of exchange is common to both. 

A. We have to pay freight both ways: from India to 
Japan and from Japan to Hongkong or whatever the neuti’al 
market might be. 

20946. Q. What is the freight from Japan to Hongkong ? 

A. (Mr* Yamaji) I do not know exactly, I think it is 
about 10 or 13 yen. 

20947. Q. What rebate do you get ? 

A* There is no rebate ; it is free competition. 

20948. Q. That is about Es. 17 ? 

A. (Mr. Yamaji) Yes. The freight rate for yarn is 
very dear compared with that for raw cotton, because there 
is no special contract with the shipping companies. 

20949. Q. The distance between Calcutta and Japan is 
greater than the distance between Japan and Hongkong. 

A. There is a big competition, as you know, in Calcutta. 
There is a combination of shipping companies, such as the 
B. I* S, and N. Y. K. The O. S. JC. refused to enter into 
that combination and there is a competition. The i*ate from 
Calcutta to J apan is under the cost of working* 

20950. Q. Does it pay the shipping companies to carry 
goods fi’om Bombay to Japan at Es. 17 ? How do you 
explain that the rate from Japan to Hongkong, which is a 
smaller distance, is Es. .17, but that the rate from Bombay 
to Japan is also the same? 

A* The rate for raw cotton and the rate for yarn is 
always different. We do not ship yarn from India to 
Hongkong. We ship raw cotton from here to Japan to the 
value : of IG lakhs yen but we ship yarn from Japan to 
Hongkong to the value of only 3 or 4 lakhs. 

20951. Q. As far as I remember the Indian shipment of 
yarn to China was never above 5 or 6 lakhs, so that they 
have taken away entirely our trade with China. 

A. JSo. 

20952. Q. You say, The mill-owners of Japan have to ' 
depend on the raw material brought over from foreign ' 
countries, and . they have to hear the extra expenses of 
freight and insurance, besides the risks of exchange* In 
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addition to tliis the increased wages and ever-growing cost 
of management tend to enhance the cost of production 
surprisingly/’ In spite of these factors you have been 
abk successfully to compete with other countries and make 
the industry a success, have not you ? 

A, Yes, so far, 

<i0953. Q. In spite of these disadvantages and draw- 
backs, how have you been able to do it P You have got, 
compensating this, fiscal autonomy and various other 
measures which enable you to counteract the disadvantages 
that you point out P 

A, So far as I can say there is no protection. It is 
simply dependent upon tlie efforts of the mill people. That 
is the only thing. 

20954. Q. What do you mean by the efforts of the mill 
people ? I can quite understand every legitimate thing you 
may have done in the interest of your industry. 

A. Frankly I can tell you that the Japanese mills are 
most of them making profits and paying dividends. 

20955. Q. In spite of these hindrances? Then there 
must be some counteracting advantage. 

A, There is no Government help. It is only .skill, good 
management and minimum profit. 

20956, Bit ^dgar Holherton^ Q, You have been 
careful to tell us that you do not come in any way as 
Goverume'it representatives but as representatives of the 
Cotton Spinners’ Association. Gould you tell me who are 
the Japan Cotton Spinners’ Association ? 

A. In India or in Japan? 

20057. Q. You said that you have received your papers 
from the home office. What do they represent in Japan ? 

A* They are a collective body of mill-owners. It is an 
organisation of mill-owners. 

20958. Q. They are very much on the same lines as 
what is called in America a Trust P 

A* It is not so. 

20959. Q. Do they control the commercial dealings of 
each mill ? 

A‘ Ho. Each mill is working separately. 

20960- Q. If they deal sep irately, if they are not a 
trust, how can they manage to make rebates on freight ? 

A* {Mr Yaimji)* There is some committee representing 
the Cotton Spinners who can negotiate with the shipping 
companies for freight. 

' 20961. Q. To take one example only, you have a 28 yen 
rate from Bombay 'to Japan. ^ In the case of cotton the 
Japan Cotton Spinners’ ‘Association have been able to 
arrange on account of then' freight a rebate of 10, yen. 
Is it a fact that the shipping company can afford to carry 
the cotton at 13 yen, or has somebody got to make up this 
difference ? 

A, They can afford to do that. ^ 

20962. 'Cl* So, neither the Japan Cotton Spinners’ Associa- 
tion, nor the Government, pay the shipping companies 
anything extra to make up any loss P 

A* The shipping company has ^ got to bear their loss. 
The thing ^ is this. At the beginning of each season the 
representatives of the Cotton Spinners’ Association and 
some merchants meet together and talk over what should 
be the freight for the next year from India to Japan and 
they make contracts between themselvej binding on both 
sides. 

2C963. Q. Is this rebate only given to cargo shipped in 
the ships of the combination? 

A* Yes. 

20964* Q. How, about foreign ships. You say : Mean- 
while the .N. Y. K. concluded an agreement with the 
P. & 0. Co., the Societe Hationale de Service Maritime and 
, Auskian Uoyd.” If these ships carry goods to Japan do 
they receive the same* treatment ? 

A* Do you mean between outsiders and Japanese P 

20965. Sir YAgar Molberton*-- Q. When these ships go 
to Japan do they always' receive the same treatment ? 

A* Yes, the same treatment. 

20966. Cl* Suppose one wants to go from one Japanese 
port to another. Are the outside liners allowed to do so? 

A* Coasting trade is entirely different from the con- 
ference. 

20967. Q. The foreign ship that takes cotton from 
Bombay to Japan has this disadvantage in Japan, because 
it is not allowed to pick up the coaskng trade ? 

Ai. Ho, she can take. 

^ 20968. Q. You say that foreign liners are allowed to 
pick up coasting trade ? 

A*^ Yes. 


20969. Q. I .thought it was entirely limited to Japan. 
Your Association is not in any way in the nature of a 
trading trust ? 

A. Ho. 

20970. Q. Each firm makes its own business contract P 
A. Yes. 

20971. Q. The only advantage of being a member of the 
Association is that you get cheap freights ? 

A, Yes. 

20972. Q, Do all these mills in Japan act independently ? 
A* Yes, independently. 

20973. Q. Do they employ entirely Japanese labour ? 

A. Yes. 

20974. Q. Do you find a plentiful supply of Japanese 
labour ? 

A* Sometimes there is scarcity of labour ; but generally 
the labour available is sufficient. 

20975. Q. Of course the industrialisation of Japan has 
proceeded fast and so I wanted to know if it was hampered 
in any way by shortage of labour. 

A* The mill people have been complaining that it is 
diflSciiH to get enough labour. Sometimes there is competi- 
tion hetjveeu two Afferent mills. However, they have got 
enou 2 ;h labour to keep the work going on. 

20J76. Q. your case really is this, that this ^ trade has 
grown between India and Japan in your opinion to the 
mutual advantage of both. 

A. Yes. 

20977. Q. In your opinion any fiscal policy which would 
tend to lessen would probably be harmful to both ? 

A. I think so. 

20978. Q. Do :^ou maintain that throughout your indus- 
try has had very little assistance from Govetnmefit ? 

A Yes, so far as the cotton industry goes. 

20979. Q. On the other hand at one time you had a high 
tariff wall ? 

A* Yes, to a certain extent. 

20980. Q. During the time when- you had a high tariff 
wall your consumers must have suffered pretty heavily ? 

A, Yes, to a certain extent. 

20981. Q. Can you give us an idea of how long that 
condition lasted ? 

A* It is given in the statement. Again in 1906 the 
general tariff Jaw was revised and the import duty on 
cotton yarn was raised to 20 per cent, ad valorem and 
that on cotton piece goods to about SO per cent, 

20982. Q, My point is how long did your tariff wall 
last P 

A* Five years. 

20983. Q. When you say that at the end of five years 
you reduced 5t, was it because you found the hardship on 
the consumer was so great or because things had settled 
down by then and the local supply had become cheaper ? 

A* It was because the local supply had become cheaper. 

20984. Q. It was not on account of the outcry of the 
consumers ? 

A* Ho, no. 

20985. Q. Have yi>u at present in Japan what is called a 
. consumption tax ? 

A, For textiles, yes. We have got consumption tax on 
silk and cottoiv cloth of 2 per cent. 

20986. Q- If levied on all textiles produced in Japan?, 
A* Yes, those produced in Japan and not on imported 
goods. 

20987. Q. My information was that it was levied on> 
both. 

A* Ho. Only on Japanese manufactured goods. 

20988. Q. Do you impose it only on mill made cloth or 
also cn handloom made cloths ? 

A* Onb)th, 

20989. Q. How do you manage to impose this tax on 
handloom made cloths ? 

A* They have got a revenue office in every town and 
every piece of textile that is produced has to be stamped in 
that of&ce. If any textile goods are found unstamped 
they will be forfeited. 

20990, Q. That would apply equally to the powexloom 
and handloom cloths ? 

A, Yes. - ' ' ■ . ‘ , 

20991, Q. It would not apply to imported 

2si2 
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A, Ko. Afc the same time^ I have to give you this . 
infonnatlon that when the textiles are exported they get 
refund of this tax. 

20992. Q. I am very interested to hear this, because you 
have succeeded in putting it even on the handloom industry. 

A* Yes, both on hand made and mill made goods, although 
hand made goods arc decreasing in quantity, because their 
cost is higher than machine made goods. 

20993. Q. During the war Japan obtained a very large 
amount of protection for her goods, did she not ? 

A, Yes. 

20994). Q, You have found much difficulty since then in 
marketing to the same extent P 
A. Yes. 

^20995. Mr, NaroUam Morarjee, — Q. As a result of th® 
war protection, was there a good increase in the number of 
spindles ? If you care to give, will you please give figures 
of spindles before 1904 and in 1919 ? 

A, Eougbly there has been an increase of a million and a 
half of spindles. 

20996. Q. From the figures I find that in ten years in 

• India the spindles have increased by 10§ per cent, while in 
Japan they have increased by 78 per cent« Am I right ? 

A, Yes. 

20997. Q. In the same way with regard -to mills ^ in ten 
years there has been an increase of 55 per cent in India 
while in Japan there has been an increase of 184 per cent. 
Am I right ? 

A» I think you are right. 

20998. Q. To what parts do you send your textiles besides 
India? 

A, {Mr, J^aniaji) To China. 

20999. Q, Is there any import duty on textiles in 
China? 

A. Yes. 

21000, Q, To what extent ? 

A* 5^per cent., I think. 

21001. Q. Do you import fine counts from England or 
do you spin them yourselves P 
A, Wet spin fine counts and sometimes we import from 
England. 

21002* Q. Is there no duty on imported yarn ? 

A* There is. 

^ 21002A. Q. What duly P 

* . Ak A duty of 10 per cent. 

21003. Q, What dividends do your mills generally pay ? 
-d. {Mr, Yamaji) In 1916 about 16 per cent. The 
highest dividend in 1919 was 51 per cent, and the lowest 
25 per cent. 

21004. Q. In your mills do you use American cotton or 
Indian cotton P 

, A, { Mr^ Ymiaji) I think we use Indian cotton about 
one million and American about five lakhs. 

21005* Q. Are there many spindles in China P 
A, Yes, there are about three lakhs of spindles. 

21006. Q* Where does China get cotton from P 
A, She produces her own cotton. 

21007. Q. Does she not import cotton from India P 
A^ Latterly she has been importing from India. 

21008. Q. Did your country raise any objection to Im- 
perial Preference when Canada and South Africa adopted 
itP 

-d. Our Gk)vernmeut did, I suppose. 

21009. Q. What are the methods employed in Japan to 
eacourage the hosiery industry ? 

A, 1 cannot remember any material protection given to 
the hosiery industry.^ So far as I remember no Government 
protectioxi, direct or indirect, was given. 

21010. Q. Are your railways managed by the Japanese 
Government. 

A. Yes. 

2101L Q. Are any concessions made in railway freights 
to eucourage industries ? 

A. 

21012. Q, Would you object bo the levy of a small 
export duty on cotton for revenue purposes ? 

A, I shall object for the sake of the Japanese. 

Fresident , — ^I may tell you that questions' may be 
asked which you may not like to answer. In those cases 
you may say that you cannot answer the question. You 
are not bound to answer every question put to you. - 


21013. Mr, Narottam Morarjee, — Q. What are the 
maximum and minimum wages x>aid by your mills P 

A. I cannot answer. 

21014. Q, Is there any duty on woollen goods ? 

A. Yes, it varies according to the quality. 

21015, Q, Where do you get your wool from ? 

A. Some we jirodiice in Jax>an, some we imjiorfc, from 
England and America. 

21016. Q, Is it duty free P 

A. No, we pay duty. 

21017. Q. Is not India one of your biggest customers ? 

A, It is a good customer, but ife is not such a big one as 
China. 

21018. Sir Montagn Wchl, — Q* I understand the object 
of your note is to impress upon us that the cotton industry 
in Jax)an developed mainly by’’ private initiative rather than 
by Government assistance ? 

A, Quite so. 

21019. Q, You would recommend this Commission to put 
forward this lexmesentation of yours and advise the Indian 
manufacturers, to dej^end upon their own initiative rather 
than upon any tariif policy ? 

A. Certainly. 

21020. Q. At the same time you recognise that Japan 
has a protective policy in its tariif. 

A. I do. 

21021. Q, Japan has assisted its manufactures by con- 
cessions in railway freights and by bounties to shipinng 
in the past. 

A. Generally. 

21022. Q. Your advice then is, “ don’t do as we '.have 
done, but adopt another method and have more freedom.” ^ 

A. Not in that way. I have told you that protection is 
r.ot very bad if it is imx>osed to foster industry. 

23023. Q, You think that the less the protection of 
industry the better. That is the view you wish to repmsent 
to us. 

A, From our jjoint of view as snxjpliers to Indian 
markets, I should say *yes.’ 

21024. Q, What would you say as tlic purchaser of 
Indian law produce ? The less the tariff the better ? 

A. Yes. 

21025. Q, I suppose that is the x)oIicy that you would 
recommend to your own Government ? It appears to me as 
though you would recommend to the Japanese Government 
to reduce their tarifls in the interests of the Jax)ane 5 e 
manufacturers. 

A. That is so. For our industry we do not need any 
protection at all by Government. 

21026. Q, The cotton industry in Bombay does not need 
much protection either ? 

A. The thing is that Bombay is much smaller than 
Japan. Gentlemen, I must point out here in this statement 
about the x^orcentage of customs ; you see that in 1911 
when ithe general tariff law was revised the duty on cotton 
yarn was reduced from 20 to 10 per cent, ad valorem and 
that on cotton goods on the whole from 30 to 20 per cent. 
I want simply to make it clear that our tariff is sx)ecific 
and not ad valorem and consequently the ad valorem 
rates given are only approximate equivalents. Fuither I 
must point out that though the current rate of tariff 
is 20 per cent., under the conventional tariff it is only 
16 per cent. 

21027. Q. Does this apply^ to India? You say that it is 
15 per cent, on the United Kingdom manufactures. 

A. It is the same to India. Taking into account the 
current market prices, I don’t think thnt it would come to 
even 16 per cent, but only 7 to 8 per cegt. 

2102S.^ Q. You would have no objection to the duty 
being raised in India to the same level, i.c., about 15 per 
cent. 

A, If it is necessary also for the good of India. 

21029. Mr Ooyajee, — Q. I request a little information 
about the history of your cotton industry and the eustoms 
duties* 1 see that during the years 1904 to 19t)7, that is, 
following tlie Eusso-Jax)anese war, the Jaxjanese cotton 
industry was prosi)erous. 

A, Yes. 

21030., Q. Between 1907 and 1911 times altered and the 
Japanse cottdn industry did npt get such large profits. 

A. Yes. 

21031. Q, In 11911 rather a heavy duty w^as put on 
foreign goods. 

A' It was decreased on the contrary. * 



21032. Q. In 1911, was there any decrease P 
A, Yes, there was a decrease from 30 to 20 per cent. 

21038. Q, I will read out a sentence from a book printed 
by the Department of Commerce, Washington, in which it 
is stated that the higher tariff was inaugurated in 1911. I 
am not disputing your statement at all. I am only point- 
ing out what is in the book. 

A. Is it on cotton yai*n or cotton goods ? 

21034. Q, Cotton goods. 

A. So far ‘as cotton goods are concerned it was' reduced 
since 1911. 

21035. Q. There was a reduction in 1911 and the low 
tariff has been maintained. 

A, Yes. 

21036, Q. Now I come to the consumption tax. When 
was that tax imposed ? 

A. As a war measure, just after the Kusso- Japanese war. 
21037. Q. Has it been fluctuating or has it kept the 
same level ? 

A. {Mr. Yamajf)^Th.Q same level of 2 per cent. 

21038. Q. Was it not 10 per cent. ? 

A. So far as I remember it was 10 per cent. If you will 
allow me time, I would aseeruain and let you know. 

21039. Q. Is the handloom production in Japan growing 
or falling ? 

A* It is falling. 

21040. Q. Is the fall due to the competition of the 
powerlooms ? 

A. Yes. 

2104L Q,. Do you think that the fall has been a rapid 
one ? 

A. Not too rapid. From the statistics I see that it is 
decreasing gradually. I don’t think that it will die out, 
but in those hilly districts where it is snowing heavily and 
where there is nothing very much to do for the people, the 
handloom industry will exist Some people take a fancy to 
hand woven goods and so there is a market for that. 

21042. Q. Is this manufacture of handloom cloth in the 
hands of agriculturists who do this work in their spare 
hours ? 

A* Mostly agriculturists are doing this work in their 
spare houi’s. 

21043. Q. I understand that this handloom cloth is also 
being largely exported. 

Af I never saw it. 

21044. Q. Now as regards your manufacture of hosiery, 
that is also a cottage industry in Japan and not a machine 
industry,? 

A, It is a machine industry. 

21045. Q. It is not handwork ? ' 

A. Some minor derails like stitching joints are done by 
hand hut the body of the hosiery is of cohrse made by the 
machinery. 

21046. Q. There is another point on which I should like 
some information from you. Are any concessions in the 
shape of railway freights given to encourage exports P 

A. None. 

*21047. Q. Either on piecegoods or on any other? 

A, None whatever. Of course there are different rates 
for different classes of goods, but no rebate or protection 
is given on exports. 

21048. Q. No specially low rate is charged? 

A^ No, it, is all the same throughout the country. 

21049* Q. On what conditions do you allow foreign Anns, 
American, English or others, to establish themselves in 
-Japan ? 

A* They are quite free to establish themselves in Japan. 

21050. Q. They are absolutely free to establish them- 
selves ? 

X Yes. 

21051, Q. No sort of restriction ? 

A. No. 

21p52, Q* Do you not insist that the foreign flu ms should, 
have Japanese gentlemen on iJie directorate or use a certain 
amount of Japanese capital ? You do not insist and the 
law does not say that tne foreign firm*^which wants to enter 
Japan and establish itself there should have a certain 
number of Japanese gentlemen as Directors ? 

— A* No law prevents anybody from doing that. 

2105S. Q. President . — Can foreign people acquire landed 
property in Japan^? 


A. At present a law has been passed that only persons of 
those countries which allow Japanese to acquire landed 
property in their countries, are allowed in Jaj)an to acquire 
landed property, but it has not been enforced yet. ^ The 
Government are now contemplating to make it more liberal, 
that is to say,rto allow foreigners to come and live in Japan 
and bi^ and own land for that purpose. 

21054. Q. Up till now you did not allow it ? 

A. No. 

21055. Q. How could they establish industries? 

A. They could lease. 

21056. Q. They would be at the mercy of the owner P 
A. Of course where there are fortresses, there are some 
restrictions. Otherwise lands can be leased. 

21057. Mr. Coyajee. — Q. As a matter of fact, there are 
a large number of foreign firms established in Japan 
manufacturing and trading. 

A. I know of some ; glass factories started and owned 
by Frenchmen. I know at least of 5 or 6. 

21058. Mr Sesliagiri Ayyar, — Q. You say in the first 
paragraph of your written statement that any tariff revision 
made in India may cause a change in the attitude of 
foreign countries that are now contemplating tariff revi- 
sions. Have you any objection to tell this Commission 
what revision the Japanese Government is contemplating 
and whether it would be favourable to India P 

A. We canrot tell. I really do not know. I have no 
objection to tell but frankly speaking I do not know, and 
I do not think that the Japanese Government are now 
contemplating any tariff revision. 

21059. Q. Before the protective import duties were 
imposed, there used to he famines very often in Japan. Is 
it not a fact ? 

A. You mean famine in food grains. 

21060. Q. Genera] famine, that is foodstuffs. 

A* No. Of course 30 or 40 years ago we read in history 
there were famines, but of late the production of rice may 
increase or decrease and I can tell you safely that there is 
no such famine as what you have in India, « 

21061. Q. There is shortage of rice occasionally. 

A. Yes. 

21C62. Q. I want you to compare the position of Japan 
before there was industrial development and the position of 
Japan after its industrial development. Before Japan was 
an industrial country, if there was a shortage of rice, the 
le would suffer very much. 

. Yes. 

21063. Q. Since'the establishment of these industries if 
there is a shortage of rice, the people do not suffer so much. 

X No. 

21064. Q. That is because the national wealth of Japan 
has increased and that is because your people are richer now 
than they were before. 

A. Quite so. We can get foodstuffs from other countries 
and foodstuffs are duty froegoods. 

21065. Q. You are able to purchase easily from other 
countries whenever there may be a shortage of rice in , 
your own countiy, * 

A> Quite so. 

21066. Q, That is due to the fact that you are indus- 
trially advanced. 

A. Yes. 

21067. Q. Did Japan at any time by means of hand- 
looms supply cloth to^ihe whole of her people ? 

X Yes. 

21068. Q, How long ago was that? 

X About half a century ago. 

21069. Q. Was Japan ever able to export handloom 
products to foreign countries ? 

A. No. 

21070. Q, It had never a trade in export so far as the 
handloom industry was concerned. 

X No. 

22071, Q. Can you tell us whether the persons who are 
engaged in handloom industries have always been purely 
agricultural people ? 

X They are. 

' 21072, Q. There are no special classes of people solely 

devoted to the handloom industries ? 

A. Do you mean at present or half a century ago? 

21073. Q, Half a century ago. 

A. There were a good mauy entirely devoting themselve 
to weaving and spinning There were a good many cotton 
goods producing towns and in those places wives, &u|htem 
and almost everybody in the house were all enga^d 
handloom industry, but since the powerjp^m jidustgQ^ 
been introduced in Japan, th^ ’handloom. 
away* 
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21074. Q, T]iat is to saj tlie prices of the handloom 
article and the powerlootn article are different. 

A, Yes. 

21075. Q. Can yon roughly say what wronld be the 
difference of, say, 3 yards of fabric ? 

A, I cannot tell you. It is very difficult to compare the 
prices of the handioom product and the powerloom product 
but I can safely tell you that the handloom cloth is more 
expensive than the povrerloom. 

21076. Q. Now .you say that the cost of production, so far 
as the handloom industry is concerned, is ordinarily higher 
than the cost of production of the powerloom. Supposing 
the consumption tax is confined to the powerloom industry 
alone and there is no consumption tax on the handloom 
industry, would that benefit the handloom industry? 

A, That, of course, would depend upon the rate of the 
duty on the powerloom goods- If it is not much then it 
would not he enough encouragement for the handloom indus- 
try, I do not know about Indian conditions, but so far as 
our national conditions are concerned, I should say that it 
would not encourage the handloom industry much. 

21077. Q. Supposing the duty is per cent, upon the 
powerloom production, would not that, help the handloom 
industry ? 

A, It will not help the handloom industry much. 

21078. Q. Then, how much tax would help it? 

A* That 1 cannot tell. 

21079. Q. In answer’ to Sir Edgar Holberton you gave a 
reply about the coasting trade. I hope it is true to the letter. 
But I have an extract from a book published by a Japanese 
Professor of the Waseda University, and I will read it to 
you. It is : “ Before the conclusion of Treaty revision of 
1894 the coasting' trade was open to vessels flying foreign 
flags, but by the revision this privilege was restricted to 
the conveyance of passengers and cargo between Nagasaki, 
Kobe, Yokohama and Hakodate. In 1911 the restriction 
was extended and foreign vessels were prohibited to carry 
passengers and cargoes between those porta e.xcept on a 
continuous voyage.’’ That means, so far as coasting trade 
is concerned, no foreign vessels will be allowed to engage 
in the^ coasting trade of Japan : only such vessels as are on 
a continuous voyage will be allowed to carry passengers and 
cargoes between twm ports in Japan. I want to know 
whether this extract represents the true position as regards 
the coasting trade of Japan. 

A, I do not know exactly, but I know there is a foreign 
Steamer carrying passengers from one Japanese port to an- 
other. I have travelled myself. 

21080. My\ tf. C, Coyajee, — Q. When did you travel 
last? 

A, About a couple of years ago. 

21081. JM[r. Seshagiri A^gar, — Q. Did that steamer 
continue its voyage to other ports outside Japan ? 

A, It proceeded. 

21082. it is not a coasting steamer. This para- 

“ merely says that foreign vessels will not be allowed 
to engage in purely coastal traflSc ? 

A, I frankly say I do not know whether foreign vessels 
are allowed or not, but I can say that it would not pay for 
foreign vessels to carry on purely coastal traffic. 

^ 21083, Q. I take it that you have not got full informa- 
tion on this matter. 

A, Yes : I cannot say definitely. 

21084. Q. There is one other matter. You were giving 
evidence about foreigners being allowed to establish 
foreign firms in Japan and you said there is no restriction 
on f opignera. The writer referred to by me says ; Then 
certain companies ot banks that stand in special relation to 
the government, for instance the subsidized steamship oom- 
the Nippon Yushen Kaisha or the banks under 
ais the Bank of Japan, are not allowed 
totake foreigfiefs as shareholders.” Is that true ? ^ 

’ "-4. The foreigners are not allowed to oSvn shaf es of the 
&nk of^ Japan,: but I cannot tell you anything about the 
steamship companies. 

Q* As regards this statement of the writer with 
the infomation you have you are not in a position to con- 
tradict it ? 

A, 'W'ith regard to the Bank of Japan I have told you. 
I will let you know later about the steamship companies. 

21086. Q* Are any duties imposed on Japanese exports 
of textiles? 

J[. No. - - . 

21087. Q. Are there export duties on any raw materials 
that are being exported? 

-4. No export duty on anything. - , 

21088. Afr. IRhodesr^Q, In regard tortyg^Oonsumption 
tax about what enquiries were made beiore lulLch,,haTe 
you ascertained the rate P * - “ 


A* Yes, it is 10 per cent. 

21089. Q. Is it charged on imported goods as well as on 
locally 'produced goods ? 

A* No. 

21090. Sii* Matiakjee Dadhahhoy*-‘ Q. Am I to under- 
stand by that answer that it is 1‘viod only on locally manu- 
factured goods and not on imj^orted goods ? 

A, Y'es. 

21091. Mr. !Rhodes.^Q. Eii a book I have, issued by 
the British Government and written by the Commercial 
Secretary to the British Government at Tokio in 1020, it 
is said that in the case of imported textiles the consump- 
tion tax is levied together with the import duty. 

A, So far as we can ascertain the consumption tax is not 
levied on imported goods. 

21092, Q. What is the import duty P 
A. About 20 per cent* 

2 1093. Q. On the question of rteamer freights, I see in 
your statement that the P. & 0* Steam Navigation 
Company was being subsidised bv the British Government, 
Have you a<>y facts on this subject which you can tell us, 
because we are interested in the matter ? 

A. (Mr. I amaji) We don’t know the amount of subsidy, 
but we know that at a time it was granted to them. 

2f094. Q. Y’ou do not mean what they got for carrying 
mails ? 

-4. (Mr. Yamaji) They were paid for carrying mails 
separately. 

21095. Q. Y'ou are referring to the P, & 0. Co. ? 

-4. (Mr. Ytimajt) Yes, the P & 0. Co. was subsidised 
by the Government. We believe so.^ 

21096. Q. Have you any authority for believing that? 
A. You maj" refer the matter to the Agent here. 

21097. Q. But I have never seen any statement that 
they were subsidised. They them?elve'< deny it. 

A. Well as to any autbority or written statement we 
cannot give any satisfactory information. 

21098. Q. They say that they were not subsidised. Is 
that correct ? 

A. We cannot tell. 

21099. Q. In your written statement you tell us thai^ at 
sometime your Association granted allowance of some kind 
on cotton yarn and goods exported. Does that mean 
actually that you charged less to the foreigner than you 
charged to your people ? 

A. No, the things were tlms. It was restricted only to 
the members of the Association. When a certain quantity 
of yarn or piecegoods were exported outside Japan, we 
got customs export certificate and brought that certificate 
to our Association and got refund. It did not matter 
which party did export ; for instance there was no distinc- 
tion between an Indian finn, English firm or a Japanese 
firm. There were two ways of doing this, one was by 
coupons and another in the form of a rebate. By the 
coupon system everybody who gets a coupon which is 
enclosed in the piecegoods was entitled to get money. 

21100. Q. Does your Japan Cotton Spinuers’ Associa* 
tion buy all the cotton for your mills? 

A. No. 

21101. Q. Does each mill obtain its cotton through 
different agents ? 

A. No m3l in Japan has got its direct agent her^ The 
mills buy their cotton from the firms here or from import- 
ers in Japan and cotton importers in Japan have got theif 
agency or bmnch office here in India. 

21102. Q. I notice that in 1910 only 33 per cent. b£ the 
trade was done by the Japanese in Bombay % now 74 per 
cent, is done. It is not on a monopoly basis, I believe ? 

A. No. 

21103. Q. Does the Japanese Government sometimes 
suspend the levy of import duties P 
A. Not too frequently. 

21104. Q. How is it done, by the executive Government 
or the representative Government P - 
.4. In cases of emergency it is done in the form of an 
Imperial Ordinance as it happened a couple of years ago. 
Otherwise it has got to pass both through the tipper and 
Lower Houses- . 

21105. Q. 1 ttudersland that the Japanese cotton 
industry was started at a time when you had no protection- 
A, On the contrary it was doubly handicapped. 

21106. Q, Yet it started ? 

A. Yes. ’ 

21107. Q. -Why was protection necessary later ? 

A. It was partly to get more income to the Government. 
21108. Q. I)id that protection help you f 
A^ You mean whether it helped the growth and deyelop- 
mentYes, it did. ^ ~ . 
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21109. Q. When the protection was put on, the industry 
grew fairly rapidly? 

A. Even without it the cotton industry would have 
grown up. 

21110. Q. I suppose when the youug child industry 
came to manhood it was strong enough to insist on protec- 
tion — I mean politically ? 

A. Yes. 

21111. Q. They need no more protection, but they have 
political power to get protection if they want it ? 

A, Yes, hut thev asked several times, they applied to the 
Government for subsidy or bounty or some other assistance 
particularly in times oE hardship, hut they could not get it. 
Still the industry developed. 

21112. Mt, Birla^^Q,. You built your industry under 
protection.^ As yon said you were a powerlesg nation having 
no industries at all and the first time you came into power 
you adopted a policy of protection which you thought was 
in the best interests of your country. 

A, Yes. 

21113. Q. You have not only protected your industries by 
heavy"protective tari'ffis hut you also protected your shipping 
trade by giving subsidies and thus enabled them to take 
your manufactured goods cheaper to other countries. 
Under these circumstances I can only expect from you that 
yon do not object at all if India also adopts a policy of 
protection, but from your written statement I see that you 
would really object; to Imperial preference and not to 
protection. 

A» That is it e5[actly. 

2ill4. Q. You do not at all object to protection? 

A. No. 

21115. Q. Tt has been sugi^ested to us by many other 
witnesses, and I would like to know as you come £i‘om a 
country where protectionist policy is worked with success, it 
has-been suggested to us that under protection the consumer 
suffers on account of the rise in prices. Do you think 
that ihe interests cf the consumers in your country were 
•sacrificed by protection ? 

A, I agree to it. 

21116. Q. Was it a temporary sacrifice or a permanent 
aciificeP 

A<. It was not permanent. 

I 21117. Q. Eventuall;^^ yon think that protection not only 
^ does good to the industrialists but also to the consumers in 
the long run. 

A. Yes. 

21118. Q. Because to-day we find that tlie Japanese 
consumer can get his cloth cheaper than an Indian can 
get it in India ? 

A. That we cannot tell. 

21119. Q. Why? Do you sell your cloth for the same 
price in India as you do in Japan ? 

A, The kind of cloth that is used in Japan, is quite 
different from that used in India, 

21120. Q. Suppose there is one- uniform quality which 
you are selling in Japan and you are selling the same in 
India. Wont it be that in J apan you would be selling it at 
a lower price than you would be selling it here, because 
you have got to pay freight, insurance and other ehai’ges ? 

21121. Fresident — ^The question is whether the Japanese 
goods are not dearer in India than in Japan ? 

A. That is so. 

21122. Q; The point is that by protection the consumer 
does not suffer at all, but in the long run everybody is* 
benefited by it? 

A, Yes. 

21123. Mr, — Q; I^^l jour statement you say that 

exaggerated reports are being circulated in the magazines 
concerning Japanese competition. Now as you know at 
some time we were exporting woollen to J apan and under 
pi‘otection we were not able to compete with the Japanese 
and therefore our trade stopped. Now we are losing our 
market a great deal for our yams in China, the chief 
competitor being Japan. Isnt that a fact P 

A, You have got your Chinese market still. 

21124. Q. Our exports of yam are decreasing from year 
to year. We think that it is. due to the Japanese competi- 
tion. Is it not a fact ? You can coirect me if I am 
wrong. 

A, It is a fact. 

21125. Q. Is it not a -fact that in India itself to-day 
Japanese yam of 20 counts could be had at a cheaper rate 
than the Indian yarn uf the same quality ? 

A, It is a fact. ^ . 

21126. Q. That shows that there is a keen competition 
between Japan and India, You cannot say that all these 
reports are exaggerated. That is my main point. 

A, I don’t wish to argue but I should think that you are 
rather too hasty to come to conclusions, 


21127. Q. You can correct me if my impression is 
wrong. 

A, The point that is strongly argued in this written 
statement is not that our cotton is gettin"^ a ^ firmer 
footing in the Chinese market or having fome sale in this 
market, but the growth of our industries is not due to the 
protection given by the Government. 

.21128. Q, That has nothing to do with my point. I 
vant to prove that there is keen competition at present 
in India itself between the Jopanese manufacturer and the 
Indian manufacturer. 

A, Yes. 

21129. Q. You protected yourself against foreign com- 
petitipn and as a business man you cannot deny the same 
thing* to me. 

A, I have given my reply to a question put by the 
President. I don’t deny that it is not a bad thing to 
adopt a protective policy to foster the Indian ii»dustry, but 
you must admit that the quality of yarn that we import 
from Japan is not the same which the Indians are now 
making. Of course there are some qualities which are the 
same, hut most of the Indian yarn is coarser and ours is 
finer. 

21130. Q. You have said in your written statement that 
all these things are exaggerated. 

A, I must say that they are exaggerated. P want you 
to prove it. As it is you sell your yarn at a cheaper 
rate in my own country than I can sell. Does not that 
show that there is a severe competition ? 

A, I admit that, 

21131. Q. And therefore it is not exaggerated and it is 
real. 

A, What this written statement says and what we 
wish to point out is that the competition is not upon 
Government’s subsidy or Government’s protection. 

21132. Q. Government can support industries only by 
tariff walls, subsidies Or bounties, and they have protected 
yonr industries by heavy tariff walls. They have given sub- 
sidies to your shipping trade. I also find that though they 
impose a consumption tax of 10 per cent., they allow a 
rebate on the eiports and that encourages the industrialists 
to sell their manufactures in other countries. 

A, As regards the last point you raised, I admit that it is a 
fact that it encourages the export trade. At the same time it 
must be admitted that the consumptior tax which is levied 
on the home consumption raises the cost of labour which is 
not an advantage but a drawback to the millowner. Then 
as to the other point that you raised about tariffs, well, it is 
not high. The current rate of tariff is very low. ^ 

21133. Q. It went up to 30 per cent, when your industry 
was young, and only when Government, found that it was no 
longer necessary, it came down. 

A, It was 30 per cent., but at the same time the conven- 
tional tariff rate was appliel to most of the supplying 
countries and properly speaking it was not 30 per cent. 

21134. Q. Is not the consumption tax levied in addition 
to the import duty ? 

A, Consumption tax is put only on home made goods. 
21135. Q. Is the consumption tax abolished or still in 
force? 

A. It is not abolished. 

21136. Q. What is the import duty on cotton goods ? 

A, There are two rates of tariffs, national and conventional. 
Conventional tariff is for the favoured nations and national 
tariff is the ordinary tariff. For the favoured nations, 
the duty would come to 6 or 7 per cent. 

21137. Q. Your consumption tax is 10 per cent. • 

A, I think so. 

21138. Q. -That means that the consumption tax is more 
than the duty ou goods from favoured countries. 

A, Yes. ■ 

-21139.' Q. How does your indus^.ry get - protection ? 

A, It does not. 

21140. Q. Do you mean to say that yonr industry does 
not get protection ? 

A, But in ihe case of export, it is refunded. 

21141. Your consumers would have to pay more for 
your home made goods than what they have to pay for the 
foreign goods. I am afraid that you are ^ wrong. 

A, We think that we are right. We will ascertain and 
write to you later. 

21142. Q, V\’ould you kindly let mo know what is the 
outturn per spindle of 20 counts of yarn in your 
country ? 

A, Mr. Yamaji has given you some details in the note 
which he sent to the Secretary some time ago. 

21143. Q. What is the cost; of production per lb. of 
of 20 counts ? * . . 

A^ I cannot tell you. 
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21144). Q. I simply want to Icnow whether Japan is 
dumping; her goods in India. 

X No fear. 

21145. Q, You said that there were some restrictions 
about foreigners establishing in Japan and about for^dgnera 
buying shares, etc. 

A» The shares of tbeiBanh of Japan as well as the shares 
of Yolcohama Specie Banh are the two shares restricted^ by 
law, and in the case of others there is no such restriction, 
but the Companies themselves may tliink it wise not to 
allow the foreigners to hold their shares. 

21146. Q. Suppose I want to build a cotton mill in 
Japan. Would you allow me to do so under the same condi- 
tions as you would allow a Japanese ? 

A. I think that there are some restrictions. 

21147. Q. Canjou let me know what they are? 

A. They are too complicated. I will ascertain and let 
you have a \ ote on the subject, 

21148. JjTa Ma 7 it — Q. In your written statement you 
say ** in X919 to check the general tendency of rising prices 
at.home, the Government suspended levying the import 
duty on cotton yarn and goods,’* 

A. Yea, 

21149. Q. Did they also suspend the levy of the con- 
sumption tax P 

We4o not know definitely. 

21100. Q. There is only one other question I have to ask 
you. I understand from your written, statement that you are 
apprehensive that India might injure J apan in two ways, 
firstly by putting a high duty on imports of cotton goods 
and secondly by putting an export duty on exports of raw 
cotton. Which would ho more injurious from the point of 
view of Japan P 
A. Both are painfni. 

21151. Mr. uamnadets Dxmrlcadm. — Q. Can you tell 
me whether your imports largely consist of raw materials 
or whatP 

A, Largely of raw materials from other countries and 
machinery and metals which cannot be had in Japan. 

21152. Q. What is ti e proportion between the import of 
raw materiSis and the import of finished good% in Japan? 

A. I can give you anlexplicit idea if you give me time. It 
is diSeuH to answer the question offhand. I shall look np 
the customs returns and send you the information. 

21153, Mr. Jamaadm JDwarkadas. — Q. Japan's im- 
ports consist more largely of raw materials than of 
finished goods P 
A. That is so. 

21154. You do not get manufactured cloth from 
outside countries ? 

A. We do not. 

21165* The IPr^sident. — Q. Don’t you get something 
from Lancashire now ? 

' A. We get some superior giude, hut not in large quahtit’es. 

21166. Mr. Jamnadas JDtuarkadas.^ Q. If there is no 
consumption tax on imported articles and there is consump- 
tion tax on home made articles, don't you think it would he 
an attractive proposition for other countries to export their 
gods to Japan ? 

A. The point of price would be the first thing to argue 
about. We are malsing our goods clfeap. 

21157, Q,. You make much cheaper than Indians can 
make their goods P 

A. Much cheaper than goods coming from England. 
21158. Q. That is to say, yonreost of production is much 
less than the cost of production that obtains in India P 
A* {Mr: Ydwa^i) I do not think that the Japanese cost 
of production is cheajier than the Indian cost of production, 
hut^ I am sure that it is cheaper than the English or the 
A&eriian cost of production. ^ 

2ll59. I just want to ask you a question about your 
consan^tion tax. It is on home made cloth, is it not P 

21160. Q. But when you export you give it back in the 
form of rebate. Is that because your Government wants to 
ehcoUi^e the export of your manufacture and your 
Government wants your own people to economise 
in ihe'use ‘of cloth ? At least the effect of it will be that P 
Ai You can say that. 

21161, Q. That is, you want to export outside more than 
you use yourself ? 

A. Yes. 

21162 . Q, Kow,'youyour^lf say that most of the cotton 

you import from other countries. Don’t you import a very 
large quantity from India P 

A. We import from India, from the United States, from 
China and from Egypt. 

21163, Q. But you import large quantities from India? 
A. Oh, yes. 


21104. Q. You import a large quAulity from India, .you 
pay railway freight and shipping ebarizes on it; you mann- 
laetuxe it into cloth and you ship it back to India, Would 
it not be a paying proposition for India to consume its 
own cotton and to supply its own wants ? 

A. But that would mean lu'gher price for Indian mill- 
made cloths and for Indian Ichndi. Thers again also 
comes the item of price. 

2ll6f5. Q. You import largo quantities from India. That 
means you pay the price for the raw cotton and also the cost 
of taking it over 1 0 Japan. Then you manufactiiro cloth 
there and send it back to India, again taking on you the 
burden of the cost of sending the whole thing bark P 

A. Yes, paying freight both ways. 

21160. Q. The cost of tliat freight is ]»orne by the Indian 
consumer. If.instead of bearing this freight the Indian 
cotton is manufactured here into cloth, do you think 1 e 
will get it cheaper or at a higher price ? 

j 4. I do not think this is a question I have come here to 
answer. But if I am allowed to say, it will all depend upon 
the cost of coal, the cost of labour, and how cheap such 
goods can be produced here. If it is not too exjiensive here, 
then you can manufacture cheaper than the foreign goods. 

21167. Q. You yourself say : The mill-owners of Japan 
have to depend on the raw material brought over from, 
foreign countries, aiid they have to hear the extra expenses ‘ 
of freight and insurance, besides the risks of exchange. In 
addition to this the increasing wages and the ever-growing 
cost of management tend to enhance the cost of production 
surprisingly.'^ And when legislation will bo instituted 
according to tbe recommendations of the first International 
Labour Conference in Washington the cotton industry of 
Japan will be still further handicapped.’* You yoursolf 
point out the difScultios in your written statement about 
the possibility of your cost of production increasing,^ but 
fiow you say that your cost of production is much cheaper ? 

A. The statement given in^ the written stalcmcnt is 
true. If the tendency of rise in the cost of iiroduciion 
continues, w’ell then Japan will not be able to produce her 
aoods cheaper which is now enabling her to take her goods 
to India. 

21168. Q. But if India consumes her own cotton slie 
will be able to produce it cheaper thUn Japan, - that is, on 
your own admission. 

A. Well, that is so. 

21169. Sir Ma^iahjee DadahJioij. — Q. In answer to the 
President’s question you have given some figures about 
freight rates from Bombay to Japan and from Calcutta to 
Japan; from Bombay to Hongkong and from Japan to 
Hongkong. I will thank you now if jon will give me 
your freight rates for Japanese piecegoods from Jnjian to 
Bombay and from Japan to ('alcutta ? „ 

A. [Mr. Yamaji) We do not know now. 

21170. Q. Will you send it to us later on ? 

A. Yes. 

21171. Q. I understand your written statement has hcoa 
drafted in Japan and forwarded to you, and you gentlemen 
have been ashed to support it ? 

A. Yes. 

21172. Q. In this statement your Association says: 
" Bxit to introduce the system of preferential tariff clearly 
violates the principle of ‘fair trade * and. may be said to 
make undue discrimination between the British Empire and 
other nation alities.” Yota* Association is against Imperial 
Preference ? 

A. Yes. 

21173. Q, Can you give me any reason why then you 
discriminate between different nations ? You say: “ In 
1897 when Japan for the first time promulgated the general 
tariff law, the import duty on cotton yarn was raised to 10 
per cent, ad valorem and that on cotton piecegoods to 16 
per cent. But on the British cotton yarn and goods the 
conventional tariff of about one half of the general tariff 
rates was applied, and the other treaty powers enjoyed the 
same concession. Your country is giving preference to the 
United Kingdom and other treaty powers ? 

A, Yes. But the treaty powers include almost every 
nation from whom we are getting goods. 

21174 Q.. If India wants to give preference to the United 
Kingdom, why do you object ? Japan is giving it. 

A. If Imperial preference is given to the British Empire, 
the countries in the British Empire can sell far cheaper in 
India than Japan, and thereby the competition is not 
healthy. It is not ** fair trade ” as we say. You charge a 
.lower rate on British goods than on Japanese goods. This 
would shut out our goods from India, and the population 
of India would have to pay a higher price than is necessary 
^|or goods of the same qu^ity that we bring now, 



937 


21176. Q. You think it is unfair to the Indian coin- 
inunity at large ? 

Yes, to the Indian community at large. 

2p76. Q.'You aro showing your solicitude for the 
Indian consumers. 

(No answer.) 

21177. Q. You say : The mill-owners of Japan have to 
depend on the raw material brought over from foreign 
countries, and they have to bear the extra expenses of 
freight and insurance, besides the risks of exchange. In 
addition to this the increased wages and ever-growing cost 
of management tend to enhance the cost of production 
surprisingly. You are taking cotton from India to Japm, 
pay railway freight, ocean charges and insurance, you risk 
loss of exchange ; you mmufacture it there and then again 
you pay the railway freight, ocean charges and insurance, 
and bear risk of exchange. But when the article comes to 
Bombay you still sell it cheaper than Indian mill-made 
goods. Mr, Bii’la pointed out that your yarn was selling 
2 as. per lb. cheaper, — that works to 10 or 12 per cent. 
Can you give me an explanation for this ? You say you are 
handicaiiped by all these things. 

M. Nothing except efficient management and skill and 
as little margin of profit as possible. 

21178. Q. Do you thiak it is fair to India that we should 
allow yonr goods to come in here without any duty and 
allow you to compete freely here ? Would you allow it if 
you produced the cotton and India took over your cotton, 
manufactured it here Hud sent it for sale in your market? 

, I admit that to foster an industry while it is young 

is a ^ood thing. We are not opposed to it. 

21179. Q. Leave aside the question of young or old. 
How many mills have you in Japan ? 

A. 54. 

21180, Q. In a little time you may have 200 mills. If 
you bring the production of all those mills into India there 
will shortly be no mills in India. 

A* I do not believe we can do that. 

21181. Q. Can you give me some figures of the total 
production of your mills and what precentage of it you are 
exporting to India? 

A, (Mt, Yamaji) I have sent a book to the Secretary 
of the Commissiony-t7«^(7Ji^5e Statistics for 1919-20— 
that shows everything. 

21182. Q. You agree that a country must protect 
itself? 

A* On principle, yes. 

21183. Q. Your country also put 30 per cent, import 
duty and then it was reduced to iO per cent, and now that 
the industry is strong enough it has been reduced to 7 per 
cent, because you think yuur industry -dees not want any 
more protection at present. Is not that so ? 

A. Yes. 

Please let me know a little more about your cotton 
imports. You told us this morning that you took about a 
million worth of Indian cotton from India. 

A, Yes. 

21184. Q. How much do you import from America, 
China and Horea ? 

' A^ 6 lakhs from America, 3 lakhs from China and a 
little from Korea. 

21185. Q. Is that all your amount ? 

A. Some from Egypt also, about 1 lakh. 

The President , — The total is about 19 lakhs ahd the 
import from India is 10 lakhs. 

21186. Sir Marahjee DadahJio^. — Q. So, you depend 
largely on Indian cotton ? 

A, Yes. 

21187. Q* Now you buy this American and Egyptian 
cotton only for the purpose of mixing with Indian 
cotton? 

, A* Not quite. 

211 8S. Doyoug.» in for higher counts also? 

A. Yes, up to i20s. 

21189. Q. You sell at a much cheaper rate in India than 
in China. Is it not a fact ? 

A- We do not know, but we do not think that we sell 
cheaper here. • 

2)190. Q. Do you think if an expoit duty is levied on 
cotton for revenue purposes it would seriously a^ect your 
busine?s ? - 

4 A, Oh, yes. 

I 21191. Q. Why? There is so much margin between your 
i price and the price of the Indian mills. Ido not know 
'j: what percentage of profit you make, and I do not want you 
to tell me that. But may I ask yon if a small ei^port duty 
on cotton will interfere with your business? 

A* We would like to point out it all depends upon the 
percentage of the duty imposed. I have explained that 
we use American cotton. If an expoH duty on Indian 



cotton makes Indian cotton dearer for us, we wifi go and 
buy American cotton. To that extent there will he a 
decivase of the consumption of Indian Cjtton in Japan. 

21192. Q. We all do the game thing, but there is a lai^e 
difference between the prices of Indian and American 
cotton. 

A, My answer is pertinent to your .question. To 
the exlen-i Indian cotton becomes dearer by the duty, 
we will buy American cotton and not buy Indian cotton. 
That will reduce our consumption of Indian cotton. 

21193. Q. But you will have to pay more money for the 
American cotton ? 

A. We have got Chinese cotton. 

21194. Q. Irrespective of the duty, you will buyChine.se 
cotton if it is cheaper ? 

A, I have told you that 'we are trying to go from lower 
to higher counts. If we cannot replace the Indian cotton, 
to some extent we can use American cotton. 

21195. Q, Then about shipping companies. How many 
Japanese shipping compan'es are theie running ships 
from India to Jap.in ? 

A. {Mr, Vamaj i) Only two. 

21196. Q. What is their total capiuil ? 

A, About lf)0 million yens. 

21197. Q. How much of this capitil is held by the 
State ? 

A, I th'nk about 27,000 ye . is held by the Japanese 
Royal Pam ly. 

21198. Q. How much is held by the Goverumenfc ? 

A. Government holds no -hares. 

21109. Q. How much debent ires does the Government 
hold? 

A. We do not know. We shall inform yon later on. 

21200. Q. Does Government give loans to these com- 
panies ? 

A. No. 

21201. Q. All the cloth which is impoited into India 
comes in these Japanese ships only. You do not send it 
in other ships? 

A. Some is coming in the P. & 0. boats also. 

21202. Q, A very little part, but the major portion 
comes in the Japanese ships ? 

A, Yes. 

21203. Q. The Japanese boats give you rebate which 
they do not give to others? 

A, The bigger shippers can get a greater amount of 
rebate than the smaller shippers, proportionately to the 
size of their shipments. 

21204. Q. Mr. Narottam Morarji has given me a state- 
ment which shows that within the last 14 years the subsidies 
given by the Japaiie^ Government to the shipping 
companies come to millions of yen. ^ 

A, The Japanese lines go to all coasts : thej go from 
Japan to the united States, Japan to South Ameiica. 

2i205. Q. Bxit wherever loss is sustained by the 
Japanese shipping cunpanies Government gives them a 
subsidy ? 

A. But there is no subsidy from Japan to Bombay. 

21206. ft. But subsidy is given by the Government to 
make up the loss sustained by the lines ? 

A, Yes. 

21207. ft. This consumption tax was inti od need as a 
war measure, wasn’t it ?^ 

A. Yes, but it is still m force. . 

21208. ft. Are they going to abolish it P 

A, We cannot tell. 

21309. ft. It was only for additional income ? 

ul.Yes. 

2i2l0, ft. Just t\s other countries went in for some new 
fmin of taxation ? 

A. Yes. 

21211. ft. Does China put any Oxpoit duty on cotton 
sent to Japan? 

A, Yes.^ 

21212. How much duty? 

• A, I think about 10 per cent. 

21213. ft. Has China any import duties? 

A, Yes, an import duty of 5 per cent. 

21214. ft. In Japan do they protect the handloom 
industry against the powerloom industry ? 

A. No, they do not. 

21215. ft. You are not sure about the question whether 
Indians are allowed to buy lands in Japan to build houses? 

A, I know it is not allowed at the present moment. 

21216, ft. Of course you Japanese buy lands here 
extensively ? 

-4. So 1 was told. 

21217- ft. You can put up your own ginnijfg factor!^ 
here extensively ? ./’T 

A, Yes, it is so. 
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21318. Q. What duty ara you levying ou foreign 
yarn P 

A. 10 per cent. 4. 

21219. Q, What is your opinion it India should put a 
similar duty on foreign yarn ? 

4. I should not s^y it is bad. 


21220. Q. I am very glad to bear that. I understand 
from your evidence that you are not opposed to^ import 
duties, but that you are opposed only to Imperial Pre- 
ference ? 

A, Yes. 

The witnesses withdrew. 


Witness No. 13S. 


Bao Sahih G. H. 3 AHSRABlJDHB, Msmbet. Advisory Board of Indostries, Cntral Provinces and Berar, Amraoii. 

Written statement, dated tiie 13th December 1921. 


a™ 1 I am a Pleader practising at BUiohpur, to see first ^^e^er Free Trade prmoiple or Fair Tr^e 
-sito (no^ at Amraoti), for the past 36 years, and principle or Protection will be of any advantage to the 

Mw lLappointedHonorary Secretary of the Berar country, T .1,, mvself m- nretend to be a 


Yictoria Technical and Industrial Society, Amraoti, 
in place of the late Rao Bahadur B. N. 

OIE. I had connection with Elliehpur Civd Station 
Municipal Committee for 26 years both as ^Honorary 
Secretary and latterly as Yice-Ohairman. I have been 
studying the question of the development of Indian 
Industries for the past more than a quarter of a cen- 
tury. We had floated a Company at EUiohpur Camp 
called “ the Berar Match Manufacturing Com^ny, 
Limited,” of which I had the honour to be the Presi- 
dent of the Board of Directors. The concern went on 
only for two years and was lost m which I and my 
other Mends had themselves to suffer a good deal^ of 
loss. I was examined as a witness before the Indian 
Industrial Commission at Nagpur on the 15th Decem- 
ber 1916 (as witness No. 140, Central Provinces) and 
1 have attached a Note on EUichpur Match concern 
giving out in detail the various causes of failure. I 
read a paper on “ small Industries and scope for 
their development in India , ” at' the Indian Industrial 
Conference held at Banhipur in 1912, presided over 
by Mr. Lala Harkisan Lai, now the Hon’ble me 
Minister for Punjab. I take great interest in the 
manufacture of paper from “ Green Cotton Stalks 
and it has been now demonstrated that a paper can 
be made from them (vide Bulletin No. 1 issued by 
the Director of Industries, Central Provinces). Lastly, I 
have been nominated by the Central Provinces Govern- 
ment a member of the Advisory Board of Industries, 
Central Provinces and Berar, and I have been still 
taking interest in the Industrial Development of the 
country. 

Backed by this experience I have ventured to pb- 
mit my statement in reply to the set of questions 
issued by the Commission. I have followed the system 
of answering questions in a narrative form as was done 
at the time of answering questions set by the Indian 
Industrial Commission. 

Fiscal Autonomy, 

21222. 2. By providential arrangement India has 
come into contact with one of the best nations in the 
world. British people are liberal, industrious and in- 
telligent and possess an administrative capacity. What- 
ever may be* the past history of the Commerce of India 
with England, the British Go-^^mment in the country 
has been appreciating the various changes that are 
taking place in the political and commercial activities 
of the Indian Empire and the aspirations and the 
general intelligence of the people. The war has con- 
>vinced the Britirii statesmen that India was of great 
Service to England during difficult times not only in 
the case of money matters, but also in supplying re- 
cruits and brave soldiers who died for the sake of 
England. The new Beforms in the administration of 


I do not pose myself or pretend to ' be a 
great economist. My opinion may be right or wrong. 
Different nations In different circumstances and in 
different states of growth reqmre different treatment 
and when able to legislate for themselves, have on 
the whole, making allowance for human failings, 
usually adopted the measure of Free Trade or Protec- 
tion suitable to their condition. But chief contradic- 
tions appear when one nation controls another. And 
the treatment meted out to such countries has been 
often highly inequitable to them. Various examples 
can be found in this respect in the case of India her- 
self. Most of the economists therefore say that ** no 
absolute rules can be laid down on Free Trade and 
Protection — ^sometimes the one being wise, and some- 
times the other.” 

“ Protection ’* means the giving by Government, 
the home producers, an advantage over foreigners 
either by placing an import duty on foreign produce, 
as it comes into the country, higher than the taxation 
laid on similar home produee—or else by giving the 
home exporters a donation (usually called bounty or 
bonus) in addition to what they can earn commer- 
cially. 

” Free Trade ” means the absence of such Govern- 
ment granted advantage (Devas Political Economy, 
page 297). 

” Fair Trade ” means a commerce on which no 
restriction is imposed by either party, or on which 
equal restrictions are imposed by both and thus reci- 
procity is made essential to the notion of ** fair.” 

Now it is very difficult to say whether India is a 
Free Trader, or Fair Trader or Protectionist. In fact, 
she is a mixture of three. Whatever principle was 
found suitable to the Administrators, it was made 
applicable to India. I, think this is an open secret 
and no more words are necessary to explain it. The 
newly imposed heavy export duties on raw bides and 
skins with a Bebate of I in the case of Biitish goods 
and the heavy restrictions laid on imports of Dyestufife 
are recent examples. Properly speaking, whatever 
suits Indian conditions and suits special circumstances 
of the country should be enforced. In fact, what is 
really needed at present is ” Fiscal Freedom ” to 
India. That is the Indians and the Indian Legislators 
should have power — complete power—- to levy taxes 
and spend the income to the advantage of 
the ^ country according to the wishes of the 
Indians themselves. The dictates of foreign 
countries or of even Lancashire will do no 
good at aE. As a matter of fact, a nation follows that 
system which suits her best. England has, for nearly 
a century,^ a Free Trade nation. Now that the inter- 
national situation is changed, .England is, surely hut 
slowly,, drifting towards protection. Many Indian 

Tit -t* m. \ 


. . , > , ^istration of Economists believe that Measures .for protection are 

the country have been introduced, and the enlarged necessary in rega^ to Indian nastent industries to 

Ootncils have done good service to i. the people. ‘ ' ' " ‘ - - 

India is admitted into ihe League’ ofj Nations and she 
is represented in Oouncils and Conference by her 


chosen delegates. . ,She has now attained the position 
of a Pariner in the British Empire and has got the 
same rights and privileges which the people in the' 
Dominions and the British, Colonies are enjoying at 
present. It was therefore' in the Attest of Ihings that 
the present Commission is appointed to determine the 
future direction of Ascal policy and to decide whether 
India should adopt a Policy of Imperial Preference. ^ 

Free Trader Fair Trade and Protectim, 

21223. 3. In a country like India where the indus^ 
trial development is yet in an infant state we shaH have 


stand the competition of the * MUy developed foreign 
industries. "What India insists upon* at present is that 
she, like other countries comprised in the British 
Empire, rhust be given the fullest measure of Fiscal 
Freedom,' so that' she may arrange Tariffs in a manner 
best suited to her needs and conditions. Certainly 
she has^ a right to demand that her interests i^all not 
be sacrific^ to the interests of other nations. There 
is a promise from Mr. Montagu in this respect, and, 
the Joint Select Committee of Parliament also reports 
in the same strain. The Beport says that whatever 
may be the flsoal policy for India for her needs, fcf 
her consumers, as well as for her manufacturers, it’ is 
quite plain that she" riioUld have sdme liberty to con;, 
sidori her -interests, 0 ckse MC‘<3freat 
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Australia, New Zealand, Canada and South Africa. 
This is so far good. It is also said that as long as 
there is agreement between the Indian Legislative 
Assembly and His Excellency the Viceroy, there 
should be no interference from anybody or officer in 
England. There ought to have been a Statutory pro- 
visioi} to this efEect, but it is said that there is some 
legal and technical difficulty in this respect — ^therefore 
we must remain satisfied for the present with the un- 
written law, i.e., “ Convention ” provided in the 
Parliamentary Acts of the New Reforms. 

Revenue Tariff, 

21224, 4. After having considered the merits of 
granting the “ Eiscal Autonomy ” to India as stated 
above, we now come to the discussion of questions — 

(1) How to raise money in the country for meet- 

ing the needs of India, 

(2) How to protect the Indian Industries with a 

view to their development and make them 
capable to compete with foreign industries. 
The money should be raised by indirect taxation in 
the country. Direct taxation is felt by the people 
and becomes a burden to them, Tiie money shoffid 
therefore be raised by heavy export and import duties 
on goods that go to and come from foreign countries. 
There is abimdance of raw materials in the coxmtry 
and portion of which is such as is nob available even 
in the whole world, such as jute, lac, rice and wheat, 
jawari, oofiee, etc. An export duty if imposed on 
these articles will be a good source of income and will 
not create any sort of ill-feeling among other coun- 
tries, as they want these articles very badly and will 
purchase them from India at any cost. 

Pratective Tariff, 

21225. 5. Similarly .there must be levied heavy im- 
port duties on manufactured goods imported by foreign 
countries which will also yield a huge income and will 
as well help to protect Indian Industries. The ad- 
vantages of a Protective Tariff are obvious. The tax 
on goods imported from the outside countries will bo 
levied at a certain rate with the result that the im- 
ported articles will be sold dearer^ and the Indian 
made goods wiU have the advantage of being sold 
cheaper which will thus secure a large field of custom. 
The success of an industry much depends upon the 
economy with which the goods are manufactured and 
the care taken by the manager of a Factory in the 
supervision of the work. ^ 

I think it is not possible for India to produce all 
articles in the country. There are and would remain 
aH the while some articles which could not be manu- 
factured in India for some time to come, such as En- 
gines, Boilers, Motor cars and Aeroplanes. These 
even can be made in the country, but not until the 
people have become expert and have attained that 
ability and intellect which is absolutely necessary for 
the shoeessful manufacture of articles of daily use. 
India caxmot take the position of a great country 
whatever her political status- so long as her people are 
unable to equip themselves, as a modem nation must 
be equipped, whether for peace or war. 

Heavy protective duties should be imposed on those 
foreign made goods only which are likely to compete 
with Indian made goods, for example (1) Dyes, (2) 
Soaps, (B) Candles, (4) Pottery, (5) Cement, (d) Glass, 
(7) Paper, (8) Minerals, (9)» Acids, (10) Fertilizers, 
(II) Leather, (12) Smelting of iron, (IS) Copper, (14) 
Aluminium, etc., (15) Hosiery Factories, (16) Iron 
and Brass Foundry works, (17) Sugar Factories, (18) 
Lac ; Factories, (19) Oil Mills, (20) Bru^ Works, (21) 
Match Facteies. The object is to preserve and main- 
tain the existing industries, and encourage new ones. 
Cheapness of articles— especially Swadeshi — attract 
the people, and wider field of custom is thus secured. 

Tariff provides a suitable form of taxalaon which is 
preferable to direct taxation. 

I do not think that the principle of Protection is 
involved in the existing Tariff Policy; consequently it 
had no appreciably favourable effect on industries in 
the country. It is the general complaint that the 
Indian industries do not^ stand the competition with 
foreign made goods. The circumstances of Ihe coun- 
try are peculiar, ipiere is need of expert knowledge — 
capable managers and manufacturers and skilled 
labour. In other countries everything is favourable 
to them. Therefore great attention must be paid for 
the protection of the Indian industries by imposing 


heavy import duties on foreign made goods, or by 
giving bounties or bonus to the industries. All demo- 
cratic countries including England’s Colonies are de- 
veloping their industries through import duties, and 
we too have now a modified form of fiscal freedom. 
Thanks to the foresight of the Right Hon’ble Mr, 
Montagu who keeps telling deputation after deputa- 
tion from Lancashire that he could not interfere with 
India’s discretion to levy import duties for any pur- 
pose whatever. If the present policy is continued 
there will be no appreciable progress in the develop- 
ment of Indian industries, 

I do not favour the imposition of excise duties. It 
is evidently a tax on consumers unless the Mill own- 
ers are a little patriotic, they will have the effe(^ of 
raising the prices. 

A number of questions have* been asked on “ Pro- 
toction.” But I humbly submit that it is very diffi- 
cult to lay down hard and fast rules on the subject. 
Everything depends upon the circumstances of a coun- 
ti^ at a particular time. The history of German in- 
dustries will establish wdiat I say. Germans being 
very patriotic and intelligent possessing scientific skill 
of manufacturing processes have done anything they 
liked to promote the commerce with India by dumping 
the Indian markets with numerous and cheap German 
made articles. The State being in their favour, has 
sometimes pleased to sanction enormous grants, 
bonuses, free passages and cheap raw materials and 
ail sorts of concessions which the people needed to 
accomplish their object. So in the case of India too 
we have to be more generous and we should also re- 
quest Government to be more generous in sanctioning 
grants, bonuses, bounties and give other facilities and 
concessions required by the people. 

Retaliation, 

21226. 6. So far as retaliation by India is concerned, 
it can be very well said that other countries are able 
enough to protect their industries and no country in 
the w'orld is exposed to attacks by India in the man- 
ner in which India is exposed to everybody else’s de- 
predations. If heavy duties are imposed on foodstuffs 
from India, who will suffer? The duty will have to 
be paid by their own people. Because they are in 
need of foodstuffs and raw materials. Similarly if the 
hides are prohibited by foreign countries from being 
imported from India, the result will be that their fac- 
tories win remain idle and will go out of work. They 
could be only worked if they purchase articles from 
other markets. But it may be noted that as the de- 
mand will come to other markets, the latter will again 
purchase the same articles from India and export them 
to other countries. By the enforced prohibition on 
India, India will not, in short, be the loser, but other 
countries will be put to loss, and greatly inconveni- 
enced. Japan extinguished Lancashire and Bombay 
trade in yarn. She has loft no ill-will behind her and 
Lancashire and Bombay are still her as good friends 
as ever. 

* It may be said ‘that as a measure of retaliation, and 
with a view to destroy Indian industries, other coun- 
tries will follow the system of dumping Indian mar- 
kets with cheap articles. This is possible. Because 
other countries are rich enough. They have already 
gained profits in their various conecnis and they can 
thus put surplus production in the Indian Market even 
at a cheaper rate or sometimes even at a loss. The 
remedy for this lies in our own hands. Our Tariff 
system should be sufficiently clastic so as to permit 
of immediate action and Tn<lia will take a leaf out of 
the latest Law passed by Ametioa which gives the 
Executive Government power of complete prohibition 
of certain goods which in their opinion can bo pro- 
duced in the United States at a reasonable cost. 

Imposition of import duties for Revenue purposes 
is not objectionable in any country of the world. It 
is a good source of income, and can be realised without 
letting the people know from whence the money comes. 
The percentage of the total income of the State 
derived from customs in India is ,very much lower 
than the percentage of such income derived in other 
coimtries. India being unadvanced in industries the 
suitability of indirect taxation in the fiscal poHoy in 
the country is much greater than elsewhere. Un- 
doubtedly ample money will be secured by thi§ 
sure, lie only- precaution we should take 
should see that the money is properly us€4, 
ing industries and all su<& thm^s" 



the industrial efficiency of the people and many other 
fhings which will improve the lot of the poor agri- 
culturists and other people of the country. 

If import duties are imposed they are likely to raise 
the prices and consequently they are sure to fall on 
consumers. But import duty though it makes the 
article dearer, gives a country the industry which she 
needs. Heavy duties as said above should be levied on 
goods imported from other countries which are likely 
to compete with goods manufactured in India. If 
prices are risen everything in its turn must rise. 
Wages will bo increased, cost of, living will be in- 
creased. But there is no help. If v’C do not impose 
import duties our existing industries will be destroyed 
ani there will be no .encouragement to start new in- 
dustries. 

Tarif of export duties A\iil be prejudicial to the in- 
terest of •foreigners who will purchase articles from 
India. 


Preferential Tariff and Export Duty, 

21227. 7. ITaturally with the determination of tlic 
question of fiscal autonomy, the question of preferential 
'tarifi has arisen, as India is a Dependency and is en- 
joying the protection under the 'flag of British Govern- 
ment. It is said that other dependent colonies such as 
Canada, Australia, New Zealand and South Africa 
have already adopted the policy of imperial preference* 
It is therefore a matter of serious consideration and 
we must go deep in the question especially when an 
important principle underlies the policy. We shall 
have to consider the condition of Indian Trade and 
Finance in their relation to our n resent tariff and also 
to see how they would be affected by any scheme of 
preferential tariff within the Empire andL whether it 
will be to the advantage of India to participate in aiiy 
such scheme. 

To determine these questions it is necessary to give 
below tables and figures of exports and imports which 
will -throw a flood of light on the subject. 


TABX.K I. 

Exports of Articles from India for the pear 1916-17, 


ITame of the Article. 


Eiec not in husk 


Jwar aud Bajar 
Wheat . 
Wheat flour 
Coflee , 

Tea (Black) 

Tea . 

Lao (button lac) 
Seed lac . 
SheBlac , 

Stick lao 
Total lac 
Sugar 
Cotton . 

Jute and Jute 
facture 
Indigo . 
Alyrobalan 
Mawrah . 
Teakwood 
Til 

Cotton seed 
Linseed . 

Oil seed 
Spices . 

M’dcs and 
BrQgs 
Bape seed 
Woollen dothes 
Manganese ore 
Iron 


Total 
value of 
the Uni- 
ted King- 
dom. ■ 


skins 


£ 

2,135,231 


18,854 
3,138,420 
2,121 
251,248 
B,665,618 
" 4,548 
8,840 
11,354 
205,586 

327,040 


Total 
value of 
the Bri- 
tish Em- 
pire. 


£ 

8,732,707 


175,921 

3,417,468 

120,047 

403,374 

9,447,589 

8,328 

26,279 

212*959 

25,180 

1,273,998 


Total 
value of 
Foreign 
countries. 


BsHAiixa 


£ , 

3,844,658 j Rico is used 
in Ger- 
many for 
preparing 
beer and 

83,235 ' " 
2,652,50$ 

133,214 
293,414 
1,724,384 
148 
62,756 
34,978 
1,487,605 
23,428 


Ks Total duty on exports is Bs. 4,88,24,000. 

. Total duty on import is Ks. 28,06,19,000. 

Grand total is Es. 81,94,85,000. 

^ It is unnecessary to give the totals of export and 
ianport figures. ’Hiey are already published in the 
TTade Statistics of British India- 


India IS in great need of money at present and'iie 
cry over the whole of India is “no funds available.” 
There are various sorts of -improvements needed in 
the country in industrial, commercial and many other 
matters. The Indian Ministers under the new scheme 
also find great difficulty in securing money to carry 
out the necessary improvements. Excise duty has 
suffered a goolisaeal and the difficulty is being fac^ 


as to how the gap is iso be filled up. Under these cir- 
cumwtaiices the Administration would endeavour to find 
money by imposing export duties and import duties 
\uth a view to secure finances and to protect the 
infant industries in the country. At present the only 
exports taxed are : — 

(1) Haw Jute, (2) Jute Manufacture, (Dj Eice, 
(4) Tea, (o) Uaw liidcs and skins. 

From the list of ai'tides e.xxiorted from India it will 
appear that there ai-o iiiau;y other important foodstuffs 
which have gut the reputation of ‘AiMonopoly of 
India such as (1) Wheat, (2) AVheat flour, (3) Myro* 
balan, (4) Coffee, (5) Lae, (0) Sugar, (7) (lil-seeds, 
etc. They arc exported in largo quantities aud I see 
no reason uhy they should nut be taxed with export 
duty. The income will bo enormous and will not 
create any hostility or ili-fceling amongst other nations 
of the world, because other nations badly require them 
without which their mill hands will be out of em- 
ployment. I also think that there is no fear of reta- 
liation. Even if there be any retaliation the sui'plus 
wdll remain in the country with the result that the 
grain will be cheaper in India. It may be kindly 
noted that it is dearness of grain last year which was 
responsible for the discontent of the masses. Another 
source of income I propose is higher income tax on 
Rs. 20,000 and above. 

As for cotton I leave the entire question to the mill 
owmers of Bombay and Nagpur who are experts on 
this subject. 

As for hand-loom industry the complaint is that the 
weavers do not find customers and their clothes arc 
sold dearer than the mill made ones. They are in 
need of help in some form or other both from Gov- 
ernment and public bodies. If co-operative societies 
are formed and sale agencies established in import- 
ant cotton centres in Berar, it will be a great help to 
the poor weavers of the province. Hand-loom indus- 
try has stood and wdli stand the competition if they 
are helped in the way suggested. 


Imperial Preference, 

21228. 8. As already stated the question ui impeuai 
preference is delicate and requires a very cautious 
handling. The Government of India in 1908 had occa- 
sion to discuss the question hen a reference was made 
to them by Lord George Hamilton, the then Secj'caary 
of State for India in Council. The Government of India 
represented by Lord Curzon (I believe) in a despatch 

to the Bight Honouz’able the Secretary of State 

No. 324 (Finance Department), dated Simla, 22nd 
October 1903 — has ably and exhaustably discussed the 
question and the conclusions arrived at in the des- 
patch will be of utmost importance even on the pre- 
sent occasion. The despatch has exhaustively treated 
the subject. The exports and imports have been 
given, their relation with India aud the effect of im- 
perial preference, if introduced, on the Indian revenue 
and other kindred matters have been fully discussed. 
The able minute of the Hon’ble Sir E. G.-Law, 
K.C.M.G., then Member of the Government of India, 
on this subject was also noted carefully. In fact ail 
points which require a good deal of discussion and 
enlightenment at the present time were touched and 
important conclusions were arrived at. There is only 
difference of time between 1903 and 1921 but the posi- 
tion of the industrial development of India is just the 
same now as it was in. 1903. I lay emphasis <m these 
wnclusipns and request the kind attention of the 
Honourable Commissioners to them. These conclu- 
sions are as follows : — 


envoys, a large— probably an exceptional! 
large — ^measure of the advantages of the fre 
exchange of imports and exports. 

(2) That if the matter i& regarded exclusively fror 
an economic standpoint, India has sn rnc 
tong but not. very much to oSer to th 
Empire. That she has very Uttle to gaii 
. in return and that she has great deal t 
lose or to risk, 

(8) That in a financial aspect the danger to Indii 
ot reprisals by foreign nations even if even 
■ unsuccessful is so serious an( 

meir results so disastrous that we shouh 
not be justified in embarking on any nev 
policy ot the kmd unless assured of benefit 
greater and more certain, than smy whidi 
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have so far pfesented themselves to our 
mind, etc# 

I also rely on the despatch of the Hon’ble Sir B. 
Low. He says — “ In my opinion it might he difficult 
to show that preferential tariff would prove directly 
prejudicial to Indian interests. But should we be 
urged to join in a preferential arrangement I think 
that it would be our duty to point out very strongly 
that if our export trade with foreign country in any 
way be prejudicial seriously we should run a very 
grave risk of disturbing the balance of trade now 
strongly in our favour, and we might find ourselves 
once more plunged into the deep sea of troubles aris- 
ing from a depreciation of the exchange value for our 
rupee currency. 

Imperial Preference in Colonies, 

21229. 9. I know that the colonies of Great Britain 
such as Canada, Australia, New Zealand and South 
Africa have adopted the system of preferential tariff. I 
admit that India also should give some concessions to 
England as a mother country. But it may be noted 
that there is difference between the condition of India 
and the conditions of colonies. 

In the first place it may be remarked that the right 
of fiscal autonomy was won by Canada from Great 
Britain as early as 1859 and import duties were laid 
on goods coming from foreign countries, Great Britain 
included. The principle of this tariff was adopted in 
favour of Great Britain only in 1907-08 and a general 
scheme of tariff now in force was laid down in that 
year. In Australia the scheme came in force in 1907- 


08 and in New Zealand the tariffs were laid down in 
1903. It is not known when tariffs were introduced 
in South Africa. 

It may be noted, Sir, that the right fiscal autonomy 
was won by Canada in 1859 and tariffs were intro- 
duced in 1907-08. Canada enjoyed the beneficent ad- 
vantages of fiscal autonomy for 48 years and the 
principle of tariff was accepted after enjoying the 
right for a long period, during which even Canada 
levied import duties on goods coming from Great 
Britain, India has not as yet won the right of fiscal 
autonomy. Even in colonies tariffs are so arranged 
as to give ample protection to industry of the colonies 
even as against the United Kingdom. 

A writer of Ihe “ Times of India ” has said — ^if you 
give imperial preference, it mfctms that you must buy 
articles dearer in preference to cheaper articles com- 
ing from abroad. Thus there will be a certain loss to 
this country. 

Under these circumstances I am hmnbly of opinion, 
with due respect to the higher authorities or non- 
officials who may differ from mo, that time has not 
yet come for adopting the system of preferential tariff 
to India. But undoubtedly the present occasion is 
suitable for granting;-, to India the right of ** fiscal 
freedom in commemoration of the momentous visit 
of Eds Boyal Highness the Prince of Wales to India. 

If my proposals be accepted a sub-committee may 
be appointed to determine (1) the names of articles 
on which export and import duties are to be levied, 
(2) the tariff valuation, (3) the tariff rates at which 
the goods are to be taxed. 


Oral Evidence, Bombay, the S7tli February 1922. 


21230. The President. — Q, You are a member of the 
Advisory Board of Industries, Central Provinces ? 

^ A. Yes. 

21231. Q. ^ You make a statement to the effect that India 
has row attained the position of a partner in the British 
■ Empire and has got the same rights and privileges which 
the people in the Dominions and the British Colonies are 
enjoying at iiresent. On what do you base your state- 
ment that India is en joying the same rights and privileges 
as tl e British Dominions ? 

A, That is wliat I remember to have read in the 
newspapers. 

“ 21232. Q. You say ; “ She has now attained the position 
of a partner in the British Kmpire and has got the same 
rights and privileges which the ^people in the Dominions 
.. and the British Colonies are enjoying at present.” Does 
India enjoy all the rights and privileges conceded to the 
Colonies? ^ - 

A, I did not mean to say that she has actually become 
such a partner. I presumed from what the delegates and 
otl era adniitted in the Imperial Conference ^that India 
has come to be looked upon as a partner in the British 
Empire. 

21233. Q, You say they have got the same rights and 
privileges.- I suppose when you say that, you do not know 
anything definite about it ? 

A, I suppose that when India is admitted as a partner 
- the same rights will he given to India also. 

21234. Q. You say: '‘Different nations in different 
cu'cumstances and in different states of growth require 
different treatment and when able to legislate for themselves 
have on the whole, making aliovances for human failings, 
usnaly adopted the measm-e of free trade or protection 
suitable to their condition. But chief contradictions appear 
when one nation controls another." What do you mean by 
“ one nath-n controls another "? 

A, When India’s fiscal policy is controlled by Britain, 
it is difficult for India to manage her own affairs. 

21285, Q: So/ you think that because Indian ^ fiscal 
autonomy has lieen controlled by Great Britain India has 
not been able to lay down a policy which is suitable to 
her own conditions in her own opinion. 

A. 'i’hat is my idea. „ • 

21236. Q, You say in the next sentence : “ In fact, what 
is really needed at present is ' Fiscal Freedom ’ to India, 
'lhat is the Indians and the Indian legislators should have 
power — complete power — levy taxes and spend the 
mcome fo the advantage of the. country according to the 


wishes of the Indians themselves." That is more polit’cal 
than fiscal, is it not ? . ^ • 

A. Yes. 

21237. Q, And would you advoc.ite compelete freedom io 
the Indian legislatures in all fiscal matters ? 

A. That is my opinion, of course. 

21238. Q. In paragraphs*. "Similarly tl‘ei*e must bb 
levied heavy imj ort (iuties on manuf.'Ctured goods in ported 
by foreign countries which will also yield a huge ircome 
and will as well help to protect Indian industries," The 
position you tahe up is that India should levy duties on 
imported manufactures in order to enable her to manufac- 
ture those articles herself ? . 

A. Yes. 

21239. Q. What do you mean by heavy duties ? Do you 
mean duties sufficient to foster Indian industries P 
A. Yes, 

21^)0. Sir Manahjee Dadahhop, — Q. Why do you say 
that India has got a monopoly in the supply of wWt P 

A, Because a large quantity of wheat is exported from 
India. 

21241, Q. But we have not got the monopoly. There is 
Australian wheat P 

A. But that is inferior to Indian wheat. 

21242. Q, Australian wheat is inferior to Indian wheat I 
I always thought Indian wheat was inferior to Australian 
and Argentine wheat. Do you know this definitely ? 

A, The thing is this : during the last four years Indian 
wheat was exporfed and in its place Australian wheat was 
imported into India. I saw AustraBan wheat at Ellich** 
pur, 

21243. Q. Are you in favour of export duties or not ? 

A. I am in favour of export duties. 

21244. Q. Also on foodstuffs ? 

A, Especially on foodstuffs, of course, surplus food- 
stuffs may go to other countries. If our foodstuffs go out 
unre'^triefisd, thfn people here will be under the difficulty 
of purchasing dear grain. 

21245. Q, You think that export duties will have the 
effect of keeping down the price of foodstuffs ? 

‘ A, Yes. 

21246. Jamnadas Dmarhadas , — In your reply 

to Question No. 5 you say that heavy protective duties 
should be in. posed on those foreign made goods only which 
are likely to compete with Indian made goods, for example 
dyes, and so on. Will you kindly name the places where 
dyes are being made in India ? 

A, Well, I oanuot name the places. I only know that iu 
some places dyes are made. 
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21247. Q» You are vegetable dyes probably reFeiTlng to. 
Ifc is not an industry on a commercial basis to justify pro- 
tection. It differs from aniline and alizarine dyes. 

A. I admit that. I was under the impres-ion that the 
dyes 1( cally made were not able to be sold on account of 
competition. 

21*^48. Q. In answer fo SirManekjee Dadabhoy you said 
that export duties should b' levied on foodstuffs the one 
reason being that it w'ould bring down the prices of food- 
stuffs. What effect would it luive on the grower oC 
foodstuffs if he is not allowed to export his foodstuffs ? 

A. Of course the prices will be reduced, I admit. 

21240. Q. Therefore his atiention will be diverted^ to 
growing commercial crops instead of f()odstuffs ? Won*t it ? 

A. That will be. The clieaper tlio cost of grains the 
people should be very much satii^fied. 

Mr, Mcmf : — 

21250. Q, You said heavy export duties would reduce the 
prices of foodstuffs, isn't it ? 

A, If more than the sni’plus is exported. 

21251. Q. Your heavy export duty would restrict cx: ort 
and bring down the prices of foodstuffs ? 

A. Yes. 

21252. Q, Mr. Jainnadas Dwarlsadas asked you whether 
the agrieolturiats would not then grow other crops in jdaee 
of the foodstuffs if you reduce the price of foodstuffs. 

A. What other crap can he grow ? I don’t thii'k he 
will 1 e ftl'le- to produce other crops. 

, 21258. Q. He may grow cotton, oilseeds.^ 

A. There a^e already cotton nnd Oilseeds in plenty. 

21254, Q, Have you any connection with agriculture ? 

A, I have got my own property. I have no other 
connection. 

21255, Q, Then I wonH trouble you further, 

Mr. Birla:-^ 

21256. Qm On page 3 you say from the list of articles 
exported from India it will appear that there are many other 
important foodstuffs whichx have got the reputation of 
** Monopoly of India” t-uch^ as whe-t, wheat flour, 
myrabolum, coffee,* lac, sugar, oilseeds, otc. Do yon think 
they are the monopolies of Inilia ? 

A, I have just answered Sir Manek jeo Dadabhoy. 

Mr. Bhodes!’— 

21257. I think your explan “rtion is so very full that I 
Imve nothing to ask you. But I should like to thank you 
veiw much for the courteous way in which you have dealt 
with the x’aoial question which has not always been done 


ly some other witnesses. I very muck appieeiate ilie i ne 
in which you have couched your remarks. 

Mr. T. V. SeshagiPi Afijar:^ 

21258. On the question of hand-loom indiist-fv, you say 
ti'Cre should be some sort of prote tion. What kind of 
protection would you give ? The only aid that you suggest 
is the formation of co-operat've society, isn’t it ? 

A. Yes. 

21250. Q. Will you give any other kind of projection 9 

A. Well, agencies may bo established. 

21260, Q. Suppo.se tlih present excise duty of 8\ per cent, 
is rotainel. Would it not protect the hand loom industry ? 

A. I don't thiuk it will. 

2i261.iLQ. Why? 

A. Because hand-loom made cloth is not equal in quality 
to machine made cloth. 

21262. Q. That is why they require greater proteeUen ? 

A. The handmade clutli being rough is not liked by the 
people. ^ ^ ^ 

Iil263. Q. Have you had much experienic In the hand- 
loom business ? 

A. There are band-looms in the They coinphua 

that tbeir cloths are not bought by the people. They say 
that there is no great demand for their cloths- But during 
the last one or 'two years there has been a great demand. 

21264. a- Why? 

A. On account of the Swadeshi movement. Before that 
they were complaining that their goods were not bought. 

Sir Montague 

21265. d. In your first paragraph you mention that you 
were a manager of tbe.Berar Match Manufacturing Factory. 

A. Yes. 

21266. Q, Can you tell me why the match factory did 
not succeed ? 

A. I have got a statement which I placed before the 
Industrial Commission. First of all the wood-supply was 
not suitable. It proved to be of bad quality. Secondly 
we did not get men wbo bad act usii experience in match 
manufacture. Theie^ was want of expert management. 
Another reason was 'want of yood apparatus. We had to 
borrow the appviratus and wo had to pay Ils. 30 and Rs. 40 
per month and we could not get as many work men as we 
needed. 

21267. Q. Do you think the factory u^ould have suc- 
ceeded if you had an import duty to help you? 

A. I think so, because the Japan matches came in com- 
petition with us. If wo had import duty on Japan matches 
we would have sueceeded to a certain extent, 

21268. Q. ^Notwithstanding the bad management ? 

A, Yes we would have succeeded. 


Witness No. 183. 


Written Btaiement of the AlemMo Chemical Works Co., Ltd,, Baroda Camp, dated the 18th January 

1922 . ■ 


21269. 1. We generally favour a Policy of protection 
under fhe present economic conditions of India. 

21270. 2. We consider that a well considered tariff would 
provide a suitable form of taxation but if fresh taxation be 
necessary we would not prefer using the tariff as a primary 
source of revenue. 

21271. 3. A tariff should never be treated as a primary 
source of revenue. 

21272, 4, We consider that the present tariff should 
not be continued on the existing principles. 

, 21273. 5. The existing tariff policy has had a very 
injurious effect on the industrial development of India in 
the past, and if the present tariff policy be continued we 
may give up aU hopes of &ny industrial development and we 
shell have to wait for suitable opportunities in long con- 
tinued world wars for the industrial development of 
India, 

21274.^ 6. We do not approve, in theory or in practice of 
the imposition of Excise duties to countervail imi oS; duties 
^on-^ any article wb&.tscfev’er. - ' - 

21875, 9, We do consider that the tariff ebould be 
r\pmei primarily .with the object of fostering Indian Indus- 


The advantages of such a policy in our opinion are - 
(d) That the Industries, which cannot stand in their 
infancy the competition of similar industries 
established in foreign countries years ago and 
which are now in an adult state of development, 
would be protected until they can stand on 
their own legs. Any Indust^ to be successful 
has to weather a lot of difficulties in the infancy 
and require some kind of protection, natural, or 
artificial, 

(5) That the industries for -which we have 
special natural advantages Would be taken up 
^ ^ by the Indian people as it would give them a 

good margin of profit due to the rise in price of 
the imported articles due to the increased 
^ , import duty. 

21276. 10. We hope to see India becoming in time in'* 
dependent of other countries in regard to most of our re- 
quirements of manufactured goods. There may be certain 
articles for which India will have to' depend upon foreign 
countries. For instance in certain industries dependisg 
upon a cheap source of minerals, unless these minerak are 
disooTered in India in the future. But even if «Boh 
minerals are not found in future it iiwiy he possible -foe. tw 
tp import them fox fabrication into 'manufactured products 
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and a time may come wlieiii India may be independent of 
other countries in respect of requirements of all manufac- 
tured goods. If it is ‘ possible for England to develop 
the cotton textile manuL'aotnre without producing an ounce 
of cotton on the English soil it may be possible for India 
with such varied climates and conditions to do things 
which ma. appear to be beyond possibility at this moment. 

21277. 11. For the purpose of developing Indian Indus- 
tries we would not favour the imposition of protective 
duties on all imported manufactures indiscriminately. 

21278. 12. We would select for protection p articularly; — 

(a) Those goods for the manufacture of which we 
have certain advantages. 

(Z») Those products which are necessary for the, 
organic life of the nation and the source of 
which may be cut off either through cutting 
off of the communications through a war or by 
any other action taken by the country from 
which they are imported in India. ^ 

(e) Those which are more or less necessaries of life. 
Apart from the question of protection of Indus- 
tries we would favour a very high import duty 
on those products which are luxuries and those 
which are positively harmful to the peo])le of 
the country. 

21270. 13. We do not only consider it desirable but also 
necessary to establish new industries by protection. The 
principle under which they should bo selected are the 
Mhwing 

Ut A I necessaries of life. 

{h) All those which arc necessaries for th^ orgraiic 
life of the nation. 

(c) All those for which we have natural advantages, 
either in the matter of raw materials, climate, 
cheap labour, habits of the people or the 
peculiar economic condition prevalent in the 
village life of India. 

21*280. 14. Industries which are likely after a period to 
be able to face foreign competition without the assistance of 
a protective tariff may be protected up to the period required 
to bring the industries in a position to stand on their own 
legs but if the same industry involve manufacture of the 
articles which are necessaries of life or necess.iries for the 
organic life of the nation they should be given, if necessary, 
a continuous assistance by a protective tariff. 

21281. 15. We would favour granti ig of special protec- 
tion against foreign goods favoured by sucb measures as 
damping, bounties, subsidies or transport concessions. The 
exact facts in such instances should be ascertained by all 
means at our disposal. Such goods should be m^de to pay 
a duty which would be equivalent to our ordinary tariff 
plus such amount which would be equal to the bounty or 
subsidy or any other concession that they may be getting. 

21282. 16. We give the greatest importance to hand in- 
dustries and specially to hand spinning and weaving of cotton 
and' wool and pressing of oil in Qhanies or handpresses as 
particularly suitable to the economic life of India. We 
would wish all possible hand industries to be developed, 
helped and maintained. 

2r283 17. There would be danger as in any other coun- 
try, of protection leading to combination among t' e manufac- 
turers in order to maintain a qnasi-mon(q)oly price. We 
maintain that there is a tendency among the manufacturers 
to take such a step even in countries where there is no 
protection. 

The best means in our opinion of fighting such a com- 
bination are:— 

To make such combination illegal by law. 

(2>) To impose a heavy profits tax .to prevent making 
of profits higher than a reasonable one. 

21284, 18. We expect that a protective policy would 
induce British and foreign industrial * firms to establish 
tbemselves in India in order to get the benefit of the protec- 
tive tariff. In such cases, inducements should be given to 
keep the profits in India and the orain of the profits to 
countries outside India should be prevented by other 
means. 

21285. 19. Conflicts of interest detailed in tiiis question, 
if they arise at all, should be adjusted and settled primarily 
from the point of view of the consumer. But we think 
with a profit tax no manufacture would be tempted to 
make an abnormal profit wheti er at the expense of the 
consumer or the subsequent manufacturer of his products. 

21286 20. An import duty wo ild surely raise the prices 
to a certain extent and a part of it at any rate' would have 
bo he paid by the consumer. 

21287. 21, But such a rise in price n ay nol be perma- 

nent.Ji • ‘ * 


21288. 22. But in spite of the difliculfcy of the rise in 
price to the consumer we would advocate protection of the 
Indian Industiies. The slight extra amount that the 
consumer will liave to pay is really a^ kind of insurance 
premium for a future llourishing condition of his country. 

It is a fallacy to consider that the interests of the manu- 
facturer and consumer of a country conflict. Both manu- 
facturers and consumers .share in the prosperity of the 
country whether brought about by Industries, Agricul- 
ture or Mining. There is no such thing as a purely consu- 
mer exeept a beggar. The consumer in some way or the 
other becomes a producer of wealth. 

21289. 23. In considering the above we would certainly 
have regard to the point whether the protected article is a 
nef*essairy of life. Under this class would c(»rae the 
following : — 

{a) Medicines and medical products, 

(b) Clothing. 

(e) Paper, 

(d) Oils and oil products. 

(e) Sugar and sugar products. 

(fj) Leather and leather products. 

21200. 24. In the case of rise of prices due to increase 
in the tariff 1 at es are confident, that there would be a 
corresponding rise in the wages of — 

(a) The Industrial wage earner ; 

(/j) Agricultural ^vage earner ; 

(r) Middle classes ; 

as bus been demonstrated in the last t-wo or three years. 

2120L 25. A judicioiisly arranged protective tai’iff will 
not very much affect the foreign trade of India and if it 
does affect to a slight extent, it would tend towards 
lessening the export of some of our raw materials, (the 
major portion of our experts is raw materials) which would 
consequently be cheaper in Indta and therefore would 
indirectly help the industrial development. This would 
result in a more brisk internal trade which is the real 
index of the prosperity and economic growth of a country. 

21292. 26. We look upon the protective tariff purely 
from the point of view of our own development and we 
would net like to use it as an instrument for bargaining 
with other countries. If other countries look upon our tariff 
in the light of an instrument of bargaininyr, let them do so. 

21293. 27. We would noi like to discriminate between 
our customer countries for any reason. 

28. In any case the tariff should be made more detailed 
than it is at present. 

21294. 29. We do not see the necessity of any kind of 
permanent organisation for investigating the claims of 
various industries to protection or for the periodical readjust- 
ment of tariff rates. This should be done from time to 
lime with the aid of usual administrative machinery. 

21295. 30. In our view the function of the export duties 
is two-fold 

(iK) To prevent or decrease the export of certain mate- 
lials which it is necessary to rets-in in India. 

(5; To raise revenue, in which case export duty should 
as far as possible be levied on products for 
which the country has a monopoly. 

21296, 3L Imposition of export duties would certainly 
have some slight effect on our export trade especially in 
articles for which India has no monopoly but trade should 
not be looked upon as an end in itself. There are a number 
of things to which trade sometimes has to he subordinated. 
Export duties can be imposed on articles for which we 
have a monopoly, as we have already sai«i, without any 
injury to the export trade ; for instance on jute, tea, 
etc. 

21297. 32. We have already said in answer No. 80 that 
it is necessary to impose export duty on Raw materials 
specially — 

{a) For the purpose of manufacture as for instance oil 
seeds and raw hides. 

(&) For retaining the food grains in the country to 
guard against famine due to failure of crops, as 
for instance wheat and rice. 

(c) For revenue purposes as for instance jute and tea. 

An imposition of export duty on ufaterials specified 
would have some effect on producers of raw materials, 
inducing them to produce certain articles in a smaller 
quantity ancUt^'e others in a larger quantity. The geaieral 
consequence on the country would be that the acreage mader’ 
various crops will be readjusted according to requirement^'", 
One need not be frightened bv prospective 
country has- come out unscathed through f 
abnormal years, t 
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21298. 33. We consider that it would be an advantage to 
impose ^n export duty on foodstai^s with a view to control 
their export bnt we do not think that this would reduce the 
prices of the foodstuffs materially. Our chief object in 
recommending control of export of food grains is to retain 
them in India. If the prices of food grains are lowered -by 
such a step there could be an adjustment in the crops 
raised by the Agriculturist ; as a matter of fact the acreage 
under various crops fluctuates every year according to the 
ruling ^ prices for the products whieii vary due to causes 
other than the control of export, failure of rains, fire, 
war, etc. 

21299. 34. We do not believe in the policy of retaliation 
of any kind. Retaliation on onr part would only multiply 
retaliation on the part of other countries. 

21300. 35. We are totally opposed to the idea of Imperial 
Preference, We wish to trade on friendly terms with all 
^ountries in the world, witliout discrimination, 

21S01. St>. If Imperial Preference is some how forced on 
us we wr.uld certainly differentiate between the policy to he 
adopted twwards the United Kingdom and the colonies 
specially aga'nst South Africa, Fiji and such other colonies 
■who refuse to treat Indians as fellow -mem^rs of the 
Imperial Commonwealth. 

21302, 37. We anticipate a material loss to India from 
a^system of Imperial Preference. In pre-war days^ major 
portion of our export trade was with countries outside the 
British Empire. We apprehend that all bur customer 
countries would retaliate against India. 

• 21803, 33. As we have already said we are opposed to 
linperial Preference. We believe that if there is any country 
against which we must protect our industries it is England. 

^ 21304 43. We are iuterestel in the following indus- 
tries : — 

‘ (a) Rectifled spirits and spirituous products.^ 

[h] Pharmaceuticals aud.medieinal preparations. 

(c) Manufacture of Ethtr. 

(d) Denatured and Industrial alcoliol, for use in Indus- 

tries and motor fuel. ‘ 

• 21305. 41. The spirit Industry has the great natural 

advantage for development in India of a cheap and abundant 
raw material, and the Pharmaceutical Industry on account 
of the abundance of drugs in India. 

21806, 45. We consider that this Industry is essential for 
the national security a- id of substantial importance to the 
economic prosperity of India. 

^ 23307. 46. This Industry is practically unorganised in 
India being forced to remain in an infantile stage. The 
Excise and the tariff policy have worked injuriously on this 
industry, and have kept it in an unorganised condition. 

21308- 47. We chiefly depend upon the Indian market 
for the sale of our output. 

21309. 48. We have had to contend with competition 
chiefly from Java, and in the pre-war days with dava and 
Germany in the natter .of Eectined spirit, and with England 
and Germany in the Pharmaceutical and medical prepara- 
tions, 

‘ 21310. 49. In the case of Rectified spirit and alcohol, 
following special circumstances have enabled Java manu- 
facturers to compete wish us in India. 

(tf) A raw material of practically no value on account 
of its being a by-product of another flourishing 
industry. 

(A) A cheap sea freight. 

(c) Freedom to move their product to any part of 
India after once paying the Tariff duty at the 
^ / / port. 

^ On the other hand. 

(a) Out raw material being the product of a 'tree has 
' an independent value of its own though smfdh 


0) The rail freight is always higher than sea freigh-t 
H '.d in India the rail freight is peculiar by siib 
jtot to queer policy on the part of the Eiiilwav 
management as well as the Govern nent. It 
•will be surprising that it is cheaper to convey 
spirit from London to Bombay" than between 
Baroda an i Bombay, 

(c) Although we are ritual ed in India we are charged 
a sea customs duty. While we pay the same 
duty as the importer from Java or any^ other 
foreign country we are not allowed to import 
the spirit to any part of the country even after 
paying the fail customs duty. 

We are thus not only not given the treatment the Java 
importer receives but wc are posit i\ely placed at a dis- 
advantage as compared to an importer for instance from 
Patagonia or Teira-de-Ia-Fuego. This is Imperial Pre- 
ference with V'ingeance. 

With regard to Pharmaceutical preparations foreign 
manufacturers particularly English manufacturers are our 
chief competitors. In this case also, they have been enjoy- 
ing certain advantages over us in India as in the case of 
Rectified spirit. The foreign manufacturers can move 
their goods to any place in India without restriction after 
once paying the tariff duty. In our case we are restricted 
from moving our goods to any place we like even after 
paying tiie tariff duty and we are obliged to take our goods, 
at the first instance, only to Bombay and Ahmedabad. 

Besides this disadvantage under which we are suffering 
there is another. The foreign manufacturers may pay the 
duty only on a declaration that a certain product contains 
a certain amount of alcohol while in our case a sample of 
each preparation is taken for analysis and we aje made to 
pay on such samples. 

21811. 50. We maintain that this industry should only 
be treated with justice if not with proiection and we propose 
that the tariff du^ should he abolished and in its place 
an excise duty equal to one-third of the Tariff duty may 
be levied, as the Bengal Government have already done, in 
justice to Bengal Industries. Apart from justice thin 
industry would need proteeiion. 

21312. 51. We being in Indiawe ask only an excise duty 
io be charged on the alcoholic contents of our preparation 
If this Excise is lower than the tariff rate as sug^estea 
above, this industry will not need protection for an inde* 
finite time. 

21813. 62. This industry does suffer from dumping. 
The remedy is a heavy tariff on all imported sifirits and 
spirituous products. 

21314. 56. The industry has received no benefit from 
the successive enhancements of the tariff for the simple rea- 
son that we too have to pay the tariff, queer as it may appear* 
The effect has been that we are in the same place as we 
were ten years ago without being able to make any pro- 
gress in the industry. 

21316. 68. The spirit, the finished product of our Industry 
is used very largely in the manufacture of medicines. Tinc- 
tures, Extracts, LinxmentB, Essences, Spirits, Cologne 
Water, Lavender, Perfumery, Essential oils, Alkaloids from 
the vegetable drugs, Potable spirit, .Methylated sp!nt, 
varnishes and Lac, Lacquers, etc. It tliere be ten more 
distilleries of treble the size of our factory, they wduld 
still be able to consume all their alcohol only in India, 

21316. 69.^ We generally use mahua, flower of a tree, as 
our raw material but we have often used molasses, a by-pro- 
duct of the sugar industry. We hope to see the sugar indus- 
try developed to a large extent in Ind?% as the outcome of 
the Sugar Commission appointed by Government about two 
years ago when we may be able to depend more on the 
molasses than on mahua as our raw material. 

^ 21317. 60. We would prefer a system under which indus- 
tries receive varying amount of proiection in accordance 
with their needs. 


Oral OTideace ol the iCemWa Chemical Works Co., ltd., Baroda, dated Bomhay, 28th Febraary 1922. 

p. s. R. Aiyar. 


(Mr. Nagakatti generally answered most of the 
questions. Wherever Mr. Amin answered his name is 
specially mentioned.) - - 

21318, .“—Gentlemen, do you represent the 

Alembic Cliemical Works Co., Ltd.? 


21319. Q.— Your factory is in the Baroda State ? 

.d.— Yes. 

21320. Q. — At this late hour I do not want to question 
in any great detail, I will confine myself to one or two 
points that arise out of your stafrement. In answer to 
que.stion 18 you say "We, expect that a protective 
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policy would ^ induce British and foreign Indust^i’^l 
firms to establish, themselves in India in order to j^et the 
benefit of the protective tariff. In such cases, inducements 
should be given to keep the profits in India and the drain 
of the profits to countries outside India slioiild- he 
prevented 'by other means. Will you please snv how you 
would do this P 

X— By having a profits tax on foreign established firms 
or by putting a tax on foreign capital. 

21321. Q.— In what way would you tax ? 

A, — By putting a special tax on the foreign capital 
invested in India. 

21822. Q.— You are interested in the following indus- 
tries, rectified spirits and spirituous products, pharmaceuticals 
and medicinal preparations, manufacture of ether, dena- 
tured and industrial alcohol, for use in industries and 
motor fuel ? 

^.-Yes. 

21323. Q . — In answer to question 46 you say ‘the excise 
and tariff-policy hav.* worked injuriously on this industry 
and have kept it in an unorganised condition.* Why in an 
unorganised condition P 

First of all the industry itself has not grown to 
the extent to which England has developed her industry, 
besides in India the industry has not organi*<ed. 

21324. Qr — How has the tariff policy prevented its 
organisation ? 

A. — The industry has not been allowed to grow and 
therefore the industry has not organised. 

21325. Q. — In answer to 49 you say that ‘in the case of 
rectified spirit and alcohol following special circumstances 
have enabled Java lUHiiufacturers to compete with us in 

India (e) freedom to move their product to any 

part of India after once paying the tariff duty at the 
port.* Don't you enjoy the same freedom ? 

21326. Q. — I will come to it later. On the other hand 
you point out various disadvantages that you suffer. ‘ The 
railway freight is alway.s higher than sea freight and in 
India the rail freight ia peculiarly subject to queer policy 
on the part of the railway management as well as the 
Government.* What do you mean by queer policy ? 

X— Sometime ago we found that railway freight 
between Bombay and Ahmedabad was less than the 
freight from Bombay to Broach. 

21327. Q.— What is the difference in miles ? 

A, — I think nenviy half the distance. 

21328. Q. — Did that nffcot your industry? 

X— Not particularly our industry. 

21329. Q.— You then refer to the policy ? 

X— Yes. 

21330. Q. — ^You say it is cheaper to convey spirits from 
Baroda to Bmnhay ? 

X— (Mr. Amin). Baroda is ahbnt 250 miles ; it costs 
us about Bs. 42 per ton to carry spirits from Baroda to 
Bombay. 

21331. Q.— rWhat is the cost of carrying a ton from 
London to Bombay ? 

,4.— {Mr. Amin). Bs. 37. 

21332. Q.““So you pay an excess amount of Es. 5 for a 
distance of 250 mdes as against six thousand miles 
of sea transport ? 

X-Yes. 

213^3. Q. — In paragraph 40 (c) you say ‘ although we 
’ are situated in India we are charged a sea customs duty. 
While we pay the same duty as the importer from Java 
or any other foreign country we are not allowed to import 
t he spirit to any part of the country even after paying 
the full customs duty- 

* We are thus not only not given the treatment , the 
Java* impoiter receives but we are positively placed at 
a disafdvantage as compared to an importer for instance 
from Patagonia to Terrade-la-fuego. This is Imperial 
Preference with vengeance.* Will you please explain 
this? 

A . — Although our factory is in Baroda we are in 
India. ^ The manufacturer in Java, a country outside 
the British ♦Empire, gets certain cone'esshms. He can 
move his products to any part of India after once he pays 
a tax, the tariff duty, at the port. Rut we are allowed 
to import our products only in one place, say Ahmedabad 
or Bombay, and even if we pav duty at those two places 
we are not allowed to move our product to any part of 
India. We have got an instance in the Punjab. The 
Punjab Government will not allow the import of our 
articles even after a duty is paid in their province. 

21834. Q. — Is it on temper^jnee grounds f 

'X^It is not on temperance lines. 


21335. Q.— T cannot understand why the provincial 
Government should stop the importation of your articles if 
that does not apply to Java also. Is it because you manu- 
facture in India ? 

A , — There is another firm in Shajehanpur which 
manufactures spirituous products and they are allowed 
to import to Punjab and we are not. Th6 name of the 
firm is.Messrs. Carew & Co., in the Unified Provinces. 

21836. Q.— Surely the (Tovernment cannot be acting 
arbitranly. Can you assign any reasons ? Have you got 
any ofiScial letters ? 

X — I will read out an extract. Our Agent at Karachi 
sent ^ a consignment of our spirituous preparations to 
Ludhiana. The Excise Officer of the Punjab Government 
did not allow the sale of our products but our Agent 
was ordered to take it back to Karachi. We submitted our 
case to the Bombay Guvernment, the Government of India 
and the Punjab Government. Bombay Government sent 
us a reply saying that under section 384 of the Punjab 
Excise Manual the import of Indian made spirit cannot be 
allowed int » the Punjab except that made at Messrs. 
Carev and Company’s Bosa Distillery in the United 
Provinces and asked us to apply direct to the Punjab 
Government. Punjab Government when moved, replied 
that the Lieutenant-Governor regrets he is unablo to relax 
the prohibition. The Government of India, Department 
of Commerce and Industiy, replied that the matter is 
still under the consideration of the Government of Jniia. 
We moved the Government of India in 1917 and they 
say that it is still under the consideration of the Govern- 
ment ot India, 

21337. Q. — This is very curious if it is a fact. 

X — Well, Japan and Java spirits are allowed. 

21338. Q.—Then it is more strange. Japan and Java 
spirits are in a better position than the spirits manufactured 
in India. You next go on to say ‘the foreign manufacturer 
may pay the duty only on a declaration that a certain 
product contains a certain amount of ale 'hoi while in 
our case a sample of each preparation is taken for analysis 
and we are made to pay oo such samples*. Is mere 
declaration enough in the case of the foreign importers f 
X-Yes. 

21839. Q.— This is a very curious statement.^ Apart 
from your difficulties, you propose that the tariff duty 
should he abolished. What do you mean by tariff duty f 
X— It is not exactly tariff duty. It is only a duty at 
tariff rates. 

21340. Q.-^Will you please explain that ? 

-d.— The duty that the foreigners have to pay on 
alcohol is Bs. 18f 12 per proof gallon and we Indian manu- 
facturers arc made to pay the same duty. What we ask 
is that the duty that we have to pay should he reduced. 
21341. Q.— As a protection to your industry ? 

4,->Yes. 

21342. Q.— In its place you recommend ‘an excise duty 
equal to one-third of the tariff duty may oe levied as the 
Bengal Government have already done, in justice to Bengal 
industries. Will you explain that P 

X— There are certain distilleries recently started in 
Calcutta, I think about seven or eight months ago. 
The Government of Bengal reduced the duty on Bengal 
made spirits to Bs. 5 per proof gallon instead of Bs. 
18-12. If we are given the same concession, the question 
of predeution for the spirit industry may not arise. 

21343. Q. —Is this rectified spirit used for industrial 
purposes only or for drinking purposes also P 

X-— It is used for drinking purposes, for pharmaceutical 
preparations and also for several other purposes such as 
the manufacture of varnishes. 

21344. Q.~My point is that 4he Bengal Government 
must have reduced the tax for s,ach quantity of alcohol as 
is actually used for industrial purposes. 

A* — ^Yes, not on the edible spirits. 

21345. Q. — You want the small protection in the in- 
terests of industry P 
-4.— Yes. 

21346. Q.— In answer to question 62 you say that this 
industry suffers from dumping. Will you tell me what 
is meant by that? 

X — ^That is a reference to what is happening or 
what used to happen in Germany before the war. In 
the’ease of the m nmfactured spirit of a particular kind 
the German manufacturers could sell the spirit in India, 
at a cheaper rate than they could in Germany. 

21347. ft. — Does that exist now ^ ‘ . 

A.— We don’t know. Weave dealing with ' 

which Germany had in previous years. ^ 

21348. ft.— Is there any dum^ng nw 
any special protection against that? '5’'"' 
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Yes, we have not got exactly dTin>ping bnt a tax 
called drawback on English-made spirit. The manufac- 
turers of spirit in England get Zd. per gallon of plain 
spirit and M, per gallon of compounded spirit that is 
exported to India as a drawback. 

21349. Q.— Is it drawback or refund ? 

They call itdrawbick, and they get 5 per cpnt. 
on all the spirits exported to foreign countries. In every 
case if the spirit is exported to other countrie'S they get 
only 3 per cent, but for India thev i;et 5 per cent, exti'a ; 
that is, the manufac orer who has to send one hundred 
gallons to India may send five gallons move. This is 
allowed on account of the high temperature of the 
country. The duty will be calculated only on the one 
^ hundred gallons. 

21850. Q. — Tlds is to provide for evapoiation f 
A. — Yes. We suffer "from the same temperature and 
we should be given the same consideration. 

21851. Sir JSdgar Molberton The first part of 
your paper is written on general points with particular 
reference to your own trade ? 

.^.-Yes. 

21352. Q. — You generally favour a policy of protection ? 
A,-Ye%. 

21353. Q. — You really only trade in this particular 
industry P 
An — Yea. 

21354, Q. — ^Had you any special reasons for starting 
your industry in Baroda? 

' J..— We have got some concessions from the BarodA 
Government in the use of alcohol for research purposes. 
We ax*e allowed to send alcohol to the laboratory without 
any duty. 

21355. 0. — How much do you turn out a year ? 

An — About one lakh gallons of rectified spirit. It is 
largely sold in the form of methylated spirit, for burning 
purposes. 

21355. is not supposed to be drunk f 

An — No, it is poison. 

21357. -Besides that you deal in pharmaceutical and 
the manufacture of ether ? 

An — ^We have not started manufacture of ether, but 
we are going to iustal a plant for the manufacture of 
ether in a few days. 

21358. Q.— Have you succeeded in the manufacture of 
fueloil? 

We have. 

21359. Q.— Most of it? 

An — Yes. 

21360. Q. — Can you do it cheaper than petrol ? 
An'-'Not at the pre.«ent prices of petrol. If we find 
Mahua cheaper it should certainly be cheaper than petrol. 

21861. Q. — I am extremely interested in your difficulties 
which seem to be very extraordinary. There is ao further 
question I have to ask. 

21362. Mr* Narottam Morarji : — Q. — Would you pre- 
fer the import of raw materials for manufacture of articles 
here or would you prefer the importation of the manufac- 
tured articles themselves? 

vou mean raw material from foreign countries. 
21863. 4— YesP 
A*-- Yes. 

21364. Q."”Or semi-manufactured articles? 

-4. -“Yes. 

21365. Q.— In answer to the question put by the Presi- 
dent you said that you were not allowed to send your spirits 
to the Punjab ; but are the spirits coming from the Punjab 
into Bombay allowed to be imported free ? 

, Ai —They are allowed to be imported free without any 
tax. 

21366. Q,— You are against excise tax ? 

-4.- Yes. ' . 

(Mr.'Amin). We are against charging us excise dulv 
at the tariff rates. 

21367. Q. — ^Then what about the surtax ?- 
' An — It would^ mean the same thing to us. We 
want a difference in the duty of the foreign manufacinre 
and the Indian manufacture.' If it can be done by an 
addition^ to the tariff rates, it would mean the same thing 
to us. It would give us protection. 

21368. Q. — ^You have started a factory in Bombay ? 

An — ^Not for the manufacture of spirit but for utilisa- 
tion of spirituous products in Bombay. 

21369. Q.— You have removed your factory to Baroda? 
’-4.— We started manufacture of spirit in Baroda. 
In Bombay before that you started a factory where 
spirituous products wei’e manufactured. At that time 
it was a very small one,. 


21370. Q.*— Have you got dividend P 

-4.— Yes, three times. 

21371. a.— What dividend? 

A . — "We declared during the war time only. 

21872. Q. — Does iioi your factory lose much money in 
mahua? 

No. 

{Mr. Amin). Last year we had a loss, because the rates 
were very high. 

21378. Q. — You could not sell your spirits P 
.4.— No. 

21374. Q.— Have you made representations to the Bail- 
way Board for reducing railway freights ? 

.4.— -We made several representations to the Railway 
Board for reducing the rate for mahua as well as spirit, 
they said they could !>ot do it. 

21375. Q. — Does the State give you any concessions P 

A. — No special concessions except for the supply of 
laboratory research work. 

21376. Q. — I suppose you do not recognise any diffi- 
culty because you have started a factory in a native state. 

A . — We really feel that we have less trouble in Baroda 
than the British manufacturers. 

21377. Q. — In what way? 

An — There is a manufaetuiung firm in Ahmedabad for 
instance. It has to pay duty on all alcohol that is taker 
out from the distilleries for manufacture and it is allowed 
only 5 per cent, refund for loss in inanufaetute, while in 
Baroda we have to pay only a duty on the alcoholic contenis, 
the final alcoholic contents, and the loss in manufactuif^ 
is not charged to duty ? 

21878. Q , — You say the foreign manufacturers may pay 
the duty only on a declaration that a certain product contains 
a certain amount of alcohol while in our case a sample of 
each preparation is taken for analysis and we are made to 
pay on such samples. Others are not made to pay for the 
losses. 

A. — Nobody has to pay for the losses. We have to 
pay for the sample also. We have to pay duty on the 
sample also. 

(Mr. Amin). We have a hundred kinds of medicines j 
each sample means a large amount of duty for us. 

2J879. Q , — Does the Government buy articles from you? 

An-- Bo you mean British Government. 

21380. 4 -Yes? 

An— Yes, sometimes medical stores. They buy recti- 
fied spirits from us. 

21381. Q.— Do they buy in large quantities P 

A. — They buy ten thousand gallons per year. That 
is only one-tenth of our pi eduction. 

213S2. Q.— Does the Baroda Government also buy from 
you ? 

A. — The Baroda Government buy all their rectified 
spirits from us. 

Sir Montagu Wehb ; — 

21883. Q. — You say in reply to Question No. 56 that 
your industry has received no benefit from the successive 
enhancements of the tariff for the simple reason that you too 
have to pay the tariff, queer as it may appear. We too 
have to pay the tariff. Do you expect to be treated speci- 
ally P 

A. — Since 1910 the tariff had been raised twice once 
in 1916 and then in 1921, and we have to pay the increased 
rate of duty^ 

21384. Q , — How conld that it be ? By tariff you mean 
the excise duty ? 

A. — The Bombay Government charge excise at the 
tariff rate. 

21385. Q.-— This is a countervailing excise duty. 

- An — No, it is not a countervailing excise duty. 

21386, Qn — Do you pay a duty when you export out of 
Baroda? 

An — In the British territory. . 

21387, Qn — When you import and pay an import duty P 
You say that the industry has received no benefit from 
the successive enhancements of tariff. I take it that you 
mean the import tariff. You pay this excise duty at the., 
same level as the? tariff rate. - . ‘ # 

An — Excise at the tariff irate, yes. The point is not 
perfectly clear to you. In certain instances we are told 
by Government tl.at Baroda is a foreign temtory and in 
other matters we aie treated as if Baroda is a part of 
British India, For instance in the case of methylated 
spirit, wo are given the same treatment as any other 
manufacturer in India, while the foreign manufacturers 
of methylated spirit have to pay 7| per cent, ad valorem, 
we have not to pay anything, but when it comes to a 
question of spirituoqs products, we are told that Baroda is ' 
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a foreign territory recording to the Tariff Act which they 
cnasge as it suits them. (Mr. Amm) Here is a tymical case 

As oui iKjaorg are treated by the Government of India 
as coming from foreign territories by their Notification of 
the nth January 1870 and as they are subject to the 
Duty as the liqaors coming from 
+u ^ unnecessary restriction of asking 

the shopkeepers to keep a separate account of our liquors 
should* be removed and thus we should be put on level 
with importers of spirits from foreign countries. This 
^mplc request was refused by the Excise authorities of 
Bombay Government and they informed us by letter 
No, 1419, dated 5th October J917, that our request cannot 
be granted as Government have directed the keeping of 
separate statistics of consumption of imported and 
Indian made foreign liquors and Baroda forms part of 
British India for purposes of Abkari Act. T'his is 

contrary to Government of India letter No. 2208 of 10th 

March 1921, and creates two different positions for us for 
. two different purposes. We would submit that if for the 
Abkari Act Baioda formed part of British India, we should 
be given ^ ail the benefits cousidonng our factory to be 
situated in British India and it Bavoda was to be defined as 
foreign territory o\ir products should have all the advan- 
tages of foreign territory products an I that an invidious 
distinction as Baroda product and foreign territory product 
should be removed ”, 

' •;213S8. Q.— When you import spirits from abroad, via 
Bombay for example you pay an import duty the same as 
everybody else. 

.^.-Yes. 

21389. Q. — Whatever it might be. 

^.--Yes. 

21390. Q.-^On the spirits which are manufactured in 
Baroda itself and sent out of the Baroda State, you pay an 
excise duty. 

— Ibe excise duty is assessed at the tariff rate. 

21391. Q.*— That is obviously a countervailing excise 
duty in effect. Then you don't get any benefit when you 
import spirit from abroad when tlie tariff goes up. Have 
you got any suggestion to put before, this Commission for 
helping you in the development of your industry by way of 
changes in the tariff. 

AL — We have already made a suggestion in answer to 
Question 50. Just as the Bengal Grovermuent^ Iiave 
reduced the tariff, the duty on our industry may be 
reduced. 

21392. Q.— What you are asking for is reduction of 
duty on your spirit, 

'Yes, with the exception of medicinal spirits. 
In the case of medicinal spirits we . pay only Bs. 6-12 
per pr^of gallon, whereas it is Es. 18-12 in the British 
territory. 

21893. Q. — Now what is the import duty upon spirit 
coming from 'abroad ? 

' * JL.— Rs. 18-12 per gallon. 

21B91. Q. — Would you substitute in its place an excise 
duty equal to Es. 6 ? 

A.^L would reduce it to Es. 5 as is done in Bengal. 

2139-5. Q.-— Do you . ask this in your own particular 
interest or in the interests of all Indian manufacturers ? 

JL.*— In the interest of all Indian manufacturers. 

21396. Q.---What would be the price per gallon of spirit? 

X— If it is 9d per coni alcoholic it may vary from 
Es. 1-8-0 to Es. 3 according to the market. 

21397. Q.— What is the percentage that the tariff rate 
forms to the total price of it ? 

A . — At present on methyl ited spirit it amounts to 
31*8. 

21398. Q.— What is the price of the gallon ? 

^ .4.-0nly Es. 2. 

21399. Mr.-Seshagiri X^er .* — Q.^You say in your 
answer to Question No. 56, that the excise duty is levied 
on you at the tariff rate. Eor the spirit manufactured in 
British India is the duty different ? 

A ^ — It is the same. ^ 

21400. Q- — Youaiein the same position as anybody 
who starts to manufacture in British India. 

. ^.--Yes. 

21401. Q.— I think that you said that you have some 
natural advantages for starting the industry in the Native 
State P 

A* — Yes, in the Baroda State particularly, 

21402. Q.— -Do you take OxcepMon to the general pro- 
position that the industries started in British India should 
be more favourably treated than an industry started in the 
Native States ? 

A . — We do. 


21403.*' Q . — You yourself admit that if a similar indus- 
try were started in British India, it would have to undergo 
some difficulties which you have not to \indergo. 

A , — That is so. 

21404. Q. — Therefore if the Indian Tnanufacturer is 
likely to be ai a disadvantage, would it not be the duty of 
the Government to see that anybody who comes from a 
Native State does not make the work of the Indian manufac- 
turer difficult P 

-4.— But it will not be a rule in the case of manufac- 
tories started in Native State. 

21405, Q . — Do you know the rules reffardine: other 
Native States ? 

— If it is a rule, we won’t take any exception. 

21406. Q. — Therefore I take it that you are enjoying 
certain advantages in Baroda which are denied to manufac- 
turers in British India and there is nothing wrong in the 
Indian Government treating the British Indian manufac- 
turer in a more generous spirit ? 

A. — We don’t take any exception to that, 

21407. Q,— -I take it that your petition is that you should 
he put at least in the same footing as loanufaciurers in Java 
or Japan and that there is absolutely no ground fur 
making your position worse than the position of a foreign 
manufactuier P 

A. — ^Yes. 

214C8. Mr. MKodts : — Q. — In your answer to question 
No. 4-3 you refer to pharmaceutical and medicinal prepara- 
tions. What sort of medicine do you manufaccore ? 

-4.— 'I’inctures, Liniments and such other medical pre- 
parations. 

21409. Q. — All containing spirit ? 

Yes. 

21410. Q. — ^Any other ordinary drugs ? 

-4. — ^Well along with spirituous preparations, we 
manufacture other preparations also not containing spirit. 

21411. Q. — ould you advocate any increase in the im- 
port duty on drugs in the interests of the masses of India P 

.4.— No. 

21412. Q. — Any help that you get should be in the 
reducticn of excise P 

-4. — There should be a difference between the foreign 
manufacturer and the Indian manufacturer but the duty 
on alcohol contained in medicinal preparations even when 
coming from foreign countries should not be the same as 
the duty on potable spirits. 

21413. Q. — You don’t recommend any duty on ordinary 
drugs, which did not contain spirit ? 

A, '• We don’t have to pay duty. 

21414. Q, —You don’t recommend any ? 

X— No. 

21415. Q. — You cannot get any protection as. regards 
foreign drugs ? 

A. — Most of the drugs are Indian drugs. 

21416. Q.— A great many of them are made at home P 

A,—l have already said that there must be a difference 
in the duty charge 1 on Indian products. 

21417. Q. — ^That would mean imposing a duty on 
imported goods ? 

21413. Q. — Would it not be hard on the people ? 

A.- Row. 

21419. Q.— We are not lowering the prices of the 
medicine by the duty? 

A.’—li we have^ the medicine why should they buy 
from foreign countries. 

S1420. Q.— if they could get cheaply in India, why 
is it necessary to put a duty ? 

A.- It is necessary to develop the industry. 

21421. Q.— You would make the people pay temporarily? 

A. — Yes. 

21122. Q.— You would not regard that as a hardship P 

A . — Not very gl*ea^ 

214*j 3.‘ Q. — But it would be for the benefit of the people 
left alive ? 

- .4.-1 should not ihmk that the difference between the 

duty on Indian made and foreign made preparations would 
be very great. 

21424. Mr.Birlai — Q.— Do you think that foreign 
drugs are largely used by the poor people of this country P 

-4.— Through the doctors, they do. 

21425. Q — Do you think that a large number of tSe 
poor people use foreign drugs? 

X— Yes. 

21426. Q.-yl was under the impression that most of ika 
poor people lake Ayurvedic medicine and that sgrt of tbinsf? 

A. — That depends upon provinces aafi the 
of a doctor. . * >' 
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2l427» Q.— Do you ttink that English educated doctors 
are available in small villages ? 

A, — ^Kow-a-days we do find even in small places. 

21428. Mr, Bhodes , — They are very often compounders. 

21429. Mr, Mant: — Q, — You gentlemen say that 
although you are situated in India you are charged sea cus- 
toms duty. Can you tell me when you have to pay ? 

A * — The procedure is before we import an article we 
have to apply to the Government of Bombay for a permit 
to import. 

2l430. Q , — Import by land or sea ? 

A, — Import by land. 

21431. Q.— You don’t import any spirit by sea ? 

-4. —No, and we have to pay the duty in advance even 
before we import an article. That is not the case with a 
foreign manufacturer. 

21432. Q.— I am only asking who you pay to ? 

-4.— To the Bombay Government. 

21433. Q. — ^Xo the Abkari Department you mean ? 

A, — Yes. 

21434. Q. — I take it by sea customs duty you mean 
that you are really paying an excise duty equal to the sea 
custtos duty. 

X— Yes. 

2 1435. Q.— That is what you are paying. 

-4.-™Some years ago it was called tariff dbty.^ 

21436. Q.— “The excise duty is paid to the provincial 
Government. 

Yes. 

21437. Q.’^I don’t think that it really comes within the 
purview of this Commission at all. I presume that these 
atrangements for licenses, transport and import into other 
provinces are in the hands of the provincial authorities. 

X— Yes, It is the same with foreign products also. 
2143B^ Q.— I am talking of spirits produced in India. 

A, — ^Yes. 

2 1439. Q.— I take it that each province levies a duty — 
and it is an excise duty — on the spixits that are produced in 
the province or imported into the province. In the case of 
sjfirits made in India the excise duty is paid to the pro- 
vince. 

X-Yes. 

^ 21440. Q.— Supposing it is exported to another province 
does that province get the duty F 

X— I think that in the case of excise articles we have 
to get a permit from the province iu which the ai'ticle is 
to be consumed. 

21441. Q. — Who gets the duty on that article ? 

X — The Government of the province in which the 
article is consumed, or rather bought. 

21442, Q.— Naturally the province has to keep a watchful 
eye on the import of spirit into the province v^hich can onxy 
oe made under a license. 

X — ^We have not to pay a duty iu the United Pro- 
vinces* Only the Punjab and Madras Governments take 
objections. 

21443. Q , — You send your products to the United Pro- 
vinces and Bengal without licenses at all ? 

X — We can send to Bengal and the CTnited Provinces. 

21444. Q , — Without permits P • 

X— Yes. 

Mi% Mant.— I don’t think that I need go into this matter. 
It seems to be quite outside the purview^of this Commission. 

21445. Mr, Jamnadas Bwarkadas : — Q. — Your griev- 
ance is, if I understand it correctly, this that you are not 
given any protection against the foreign industry although 
your industry deserves protection. 

X.— Yes, 

^ ;21446. Q. — Secondly, apart from not being given pro- 
tection, you suffer under certain disadvan«ages which even 
the foreign industry does not suffer under. That is your 
grievance. 

X— Yes. 

21447- Q. — For instance you say that the Punjab Gov- 
erntoefntoan safely import foreign liquors but not yours. 
X.— »Yes. ■ 

2I44B. Q.-— I think that iu answer to Sir Montagu Wehh 
you said that in certadu cases you were treated as belonging 
to a foreign tmiitorj and in other oaees you were treated as 
in British India. I think that difficulty no longer exists. 

. A, -The Government Bombay have recommended, it 
but the Government of India have not sanctioned it y et. 

21449. Q.— You are, still governed hy the mtificafcioD of 
18?0. 

X.--Yes. ' . 

21450. Q.— Would it make any difference if you were 
treated as a British Indian firm ? 


A. — What we contend is that either wo should he 
trcaied as an Indian firm or as a foreign firm, Ws should 
not be treated as at present. 

21451, Q. — Your grievance is that where it suits Gov- 
ernment to treat you as a foreiirncr they treat you so. 

X-Ycs. 

21452. Q , — Wherever it suits their convenience to treat 
you as a British Indian firm, they treat you so. 

A , — That is true. 

21453. Q.— But the disadvantages are always yours, 
and not the Government’s. 

X.— Ours. 

21454. Q. — h’ow as regards the qxxestion to which Mr. 
Maufc has referred about the difficulty arising through your 
having to 2 >ay the excise duty to Bombay Government: 
take the Punjab Government, It shuts out your spitit 
because you have to pay the excise duty to the Bom I ay 
Goyernmenir. 

X.— We are quite j;>repared to pay the Piuijab Goi^ern- 
ment if they w\ant, 

21455. Q, — You cannot pay to both. 

X— No. 

21456. Q.— Naturally tlje Bombay Govornmeafe would 
claim the excise for it‘<clf. 

X. — No. When we import our spirit into the Punjab 
directly, then the Bombay Government do not claim the 
duty, but in this particular case the Punjab Government 
is not willing to allow us to do that. 

21457. Q , — What are the grounds fer that F 

X.— We do not know e.\actly. 

21458. Q.— Have 2 /ou any knowledge of this policy 
being *dopted in the case of any other home made arlicle ? 

X.— We do not know of any other j.ase. 

21459. Q.-— You have made reyr€f.ejitation5 to the Gov- 
<rnni:nt,y'ou snid, regarding this. 

X.— Yes. 

21460. Q. — Both to the Bombay Government, the Gov- 
ernment of India and the Punjab Government. 

X. — ^Yes. 

21461. Q. — Is this matter still ander tbeir consideration? 

A, — ^Yes. 

21462. Manalcjee Badabho^ ; — Q,— Yours is a pint 

stock company. 

X-Yes. 

21463. Q.— You made profils during the war, 

X-Yes 

21464. Q.— Have you made losses since the Armistice P 

X~Yes. 

21465. Q. - You are not paying any dividends now. 

A, — No. The losses were due not to any difficulties in 
trade but in the abnoimal rise in tbe price of raw 
materials due to tbe failure of rains. 

2146B. Q , — ^Wbat dividends did you give ? 

X.— 7 per cent. 

21467. Q. — You said that there were 7 companies in 
India. Are they all over India or are they only in the 
Bombay Presidency ? 

X.—All ever India. All of them do not make 
reclined spirits. Some of them make rectified spirit and 
some of them potable spirits. 

21468. Q. — What is the total output of all that? 

X. — We do n t know. 

21469. Q. — Still a largo quantity is imported. 

X — Yes. 16 lakhs of gallons are imported. 

21470. Q.— You do not know how much is nianufac- 
tared in this country# 

X. — No. We asked the Director of Statistics to give 
uu the fig ues but no reply has been received. 

21471. Q.— You are in a better position than the 
factories started in British India at any rate. 

X.— Only in the matter of pharmaceutical and other 
preparations, 

21472. Q.— So^ far as the laboratory research woik is 
concerned you are in a better position. 

X-Yes. 

21478. Q.-“H;as any other company been started purely 
for the manufacture of spirituous preparations ? 

X. — In fact only one such compruy has been started ' 
ir« Ahmed abad. 

21474. ^ — You get all the raw materials required for 

your manul'acture in this country, or have you to import P 

X.— It is found in India. 

21475. Q.*— You don’t have to import anything. 

X.— No. 

(The witnesses withdrew.) 
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Witness No. 134. 


Merchants’ Chamber & Bureau. 


Written statement, datec 

2147(?. Q. 1. We are strongly in favour of a policy of 
protection for this country. 

21477.^ Q. 2. We are of the opinion that a tai'iff is a 
suitable form of taxation than direct taxation, and 
that if fresh revenues are needed for the country this indirect 
foi’m of taxation should be resorted to in preference to 
dix’ect taxation, Tvhich is already very heavy and beyond 
the taxable capacity of the people and! in which reductions 
are certainly desirable. 

2^78. Q. 3. We do not accept the principle of imposing 
a tariff for revenue purposes only. 

21479. Q. 4. If the question means that the tariff should 
be continued^ purely for revenue purposes we have already 
answered it in our answer to Question No. 3. 

21480. Q. 5. The existing tariff policy has had no 
beneficial effects on the development of industries ; for our 
contention is that a tariff meant for revenue purposes only 
will never succeed in giving the industries of the country 
that protection which they need for development. 

21481, Q. 6. We would emphatically say, no. 

214)82. Q. 8. The price would, no doubt, be raised to 
the consumer by an excise duty but there would be no 
compensating advantage. The effect of such duties would 
be injurious to Indian industries. 

21483. Q. 9. Yes; we are strongly of opinion that the 
tariff should be framed primarily with the object of pro- 
tecting and developing Indian industries. For the advantages 
anticipated from such a tariff we can only refer you to the 
present economic position of all the manufacturing coun- 
tries of the world. Germany, America, Belgium, France 
and Japan have all developed within the shelter of high 
protective duties ; and England herself established her 
position as an industrial nation behind the protection of 
tariff walls, bounties, navigation Taws, etc. 

2148*1 . Q, 10. We look forward to this country becoming 
in time independent of other countries in regard to all her 
essentistl requirements, . The measure of that time wili 
depend on the amount of protection obtained by the country. 
With the existence of her abundant resources in men and 
materials we have no doubt that this country could he, in a 
position to manufactoe her essential requirements. 

21485, Q, 11. We would favour the imposition of 
minimum protective duties on all imported manufactures. 
The amount of further protection tnay, however, vary with 
the peculiar and special circumstances of each particular 
industry, 

21486. Q, 13. If sufficient protection is granted to the 
industries of this country against foreign, manufacturers, 
Indian ^ industries will naturally select themselves and 
industrial development in various fields will spontaneously 
follow. 

21487. Q. 14. We do not think that the question can be 
categorically answered because the duration of protective 
assistance to Indian Industries would, apart from internal 
progress and establishment, and the degi’ee of efficiency of 
^ our labour, both skilled and unskiile 1, depend also on condi- 
tions in the rest of the manufaoturiug world, which may vary. 
For instance, if bounties and subsidies are given to an 
industry by a foreign Government, the protection to the 
Indian industry would have to be (Antinued. Generally 
speaking, we may say that even if a protected Indian in- 
dustry is well established in the country in the future, it 
wuuld continue to receive protection as long as there does 
not take place a general disarmament in the tariff woxM. 

21488. Q. 15. Yes ; we would. With regard to means for 
ascert fining the exact facts of favours of the kind refeired 
to, conf err^ by foreign Governments on particular indus- 
tries, these would generally he obtainable from the Indian 
interests concerned. Consular Agents and Trade Gommis- 
sionersawould further help in this direction. The necessary 
protection against these can he secured either by countervail- 
ing duties’or by any other measures that the organisation re- 
ferred to in our answer to Question No. 29 may think fit to 
adopt to meet the situation, when it arises. 

21489. Q. 1 6. Hand industries based on such economic 
factors as idle time, fancy designs, which can only he done 
by hand, and conseouently on uneconomic prices, would 
naturally take care of themselves. But we would have no 
objection to hand industries being encouraged^ on sound 
business lines having due regard to the possibilities of their 
being ousted by power industries. 


the 15th February 1922. 

21490. 17. We are afraid it is too early in India to he 

apprehensive of the dangers referred to. In any case, if and 
when they do arise, the Legislature would te competent 
enough to deal with them. There are Trade combinations 
in olhei^countries ; but these countries have not yet been 
knowJi to have given up their protectionist policy on that 
account. 

21491. Q. 18. It is not improbable that foreign industrial 
firms will endeavour to establish themselves in India behind 
the shelter of tariffs. But we would suggest some safeguards 
to prevent unfair exploitation of the resources of the 
country by such firms. We should insist on all concerns 
developing industries in India to be formed with Rupee 
capital ; half the capital of each should be offertd to and 
held by Indians. Similarly, no concessions at all should be 
given to any non-Indian Company unless at leasx sixty per 
cent, of its capital is offered to and held by Indians. 
Foreign or Colonial firms should he allowed to start indus- 
trial concerns in India only if the foreign country or Colony 
from which they come treats Indians on equal terms with 
its own people at home. 

It is possible that non-Indian firms established in India 
to take advantage of the protective tariff, may try to make 
common cause with their interests abroad, and in their 
strength , use xinfair means to strangle newly horn Indian 
competitors. To prevent such an abuse by them, of the 
privilege* of being established in India the permanent 
organisation (ref. Question 29) should keep continuous 
watch and report every such case to the Government for 
strong, prompt aiid effective remedial measures. In the 
interests of India it may be necessary for the Government 
to compel such non-Indian concerns to wind up their business 
in India. < 

21492. Q. 19. As a general rule we do not see how such a 
conflict of interests could be avoided. But the Legislature 
can guard the best and ultimate interests of the country as a 
whole, as other nations have been doing within their .own 
borders. In a conflict of interests, the balance of advantages 
to i^e country as a whole should be the determining factor 
in any solution that is applied. 

21493. Q. 20. In normal conditions, and in certain cases, 
some part of the duty will inevitably fall on the consumer. 
But whatever be the incidence of the duty, whoever ultimate- 
ly pays it, or a part of it, the interests of the country as a 
whole are served by the establishment or encouragement of 
an industry as a result of the duty. We should also point 
out that it is of no practical consequence to isolate consumers 
into a special class by themselves. No man is a consumer 
alone, nor is any man’only a producer j and if it is granted 
that the consuming and producing classes are for all prac- 
tical purposes one and the same, spread over the country as a 
whole, the incidence of the duty, to the countxy as a 
whole, does not matter, ^ 

21494. Q. 21. Any rise in prices due to a protective tariff 
would be mitigated by the tendency of internal and exter- 
nal competition to lower them. The balance of natural 
advantages that an Indian industry may possess in the 
nature of the availability and proximity of raw materials, 
markets, labour, etc., may even further tend to lower prices 
as against tlxose at which the foreign competitors could sell 
in India, 

21495. Q. 22, Please refer to our answer to Question 20, 
21496. Q. 23. The only two fundamental necessaries of 
life are food and water. All other human requirements are 
more or less relative in their necessity ; and the case of each 
individual article would have to he dealt with on its own 
merits. For instance, till the sugar industry is thoroughly 
established in this country, there is no reason to be afraid 
of the tariff taxing the consumers in an increased price. 
For, we would repeat again, the very establishment of the 
industries by a tariff would be for the greatest good of the 
greatest number in India, and would be in consonance with 
the interests of the country as a 
21497. Q. 24. As far as th© • *riff is (.onceiixed, it would 
certainly tend to increase the cost of living. But its effe^ 
would only he more or less temporary, and with geneM ^ 
increase in Indian production these f 

diminish. The cost of living, howerer^ wcn>i; 
even now, affected by influences - 
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the, growing standard of living, the volume of currency, and 
the inevitable sequence of higher wages. 

It is very difficult to state the exact extent of the cover that 
would be affiorded to the thiTe wage-earning classes by a 
rise in their income. The industrial wage-earner will 
certainly have an increased income with increase i produc- 
tion and increased demand for his services. The agricul- 
tural wage-earner will produce more raw niaterials for 
Indian industries and will earn more. Apart from that, 
in India, the industrial wage-earners at^d the agiueultural 
wage-earners are not distinct and separate classes hy them- 
selves ; and when Indian industries soivad their beneficent 
effects all over the country, as it is hoped some day they 
will do, both these classes, even if you treat them as 
separate classes, will have an increased income. ^ The 
middle classes, vis., the large body of traders who are inter- 
mediaries between production and consumption, will also 
secure increased income from the increa'^ed volume of 
general and iuteriial tra^le. So that we think that all the 
three classes will gr idually he in receipt of an increased 
income which will compensate them for the increased cost 
of living, in so far as such increased cost of living is 
brought about by an increase in tariff rates. 

21498. Q. 25. The experience of every industrial country 
that has grown by protection proves that industrial develop- 
ment is favourable to its foreign trade and to the general 
commercial position and prospects of the country. I here 
is no reason why India should prove an exception. It 
need not be assumed that the development of Indian indus- 
tries will mean the killing of its foreign trade. A pros- 
per^ous India will have a larger purchasing '"power, and a 
more productive India will have a larger selling capacity, 

, even outside its borders than at present. 

21499. Q. 26. A tariff would certainly have the advantage 
referred to in this question ; and if ever a circumstance 
arose, there is no reason why it should not be used for the 
purpose mentioned. 

21500- Q, 27. I’or purposes of bargaining, concessions 
might he made to a foreign country according to the degree 
of favourable treatment granted hy it to India. But here 
again the balance of ultimate advantages to this country 
in the development of its industrial potentialities would 
have to be continuously kept in mind. 

21501. Q. 28. The tariff would have to he more detailed, 
and its actual framing would have to he done by an expert 
body. 

21502. Q. 29. In view of our reply to Question 11, we do 
^ not think that any necessity^ would arise for investigating 
the claims of various industries to protection from time to 
time , but we think it will he necessary to have a perma- 
nent organisation representing the commercial and indus- 
trial interests of the country T^hich could deal with the 
extent of protection to he afforded to particular industries. 

21503. Q. 30. There should be no export duty levied for 
2n’oteotive purposes on any raw material But if it is 
absolutely necessary to levy such duties for revenue pur- 
poses, they should be levied on such articles only in which 
the country has a practical monopoly. 

;iil504. Q. 31. In the case of food stuffs, we think that 
the imposition of an export duty will not have the desired 
effect in allaying famine conditions, for the demand for our 
food stuffs in other countries may he sufficiently strong to 
draw away, in spite of the duty, i)art of our supplies when 
most needed hy us. We think, therefore, that under condi- 
tions of famine and scarcity, the best course would he to 
control exports. 

SECTiojy B . — {Imperial Preference^ 

21505* Generally we would Say on this subject that 'we are 
opposed to any policy of Imperial Preference ; for 
we consider that this country ought to have the right 
of safeguarding- its industrial interest first, second 
and last. The commercial situation has been in 
the past, and- is to-day, that this" country imports in 
normal times two-thirds of its total imports from within 
the British Empire ; while two-thirds of its exports are 
to countries outside the British Empire. In other wor^ 
the United Kingdom takes from India less .than one-half 
of the value of goods which she exports to India. A policy 
of Imperial Br^erence, thereforv*, would have the disastrous 
effect of keeping our tariff door still open to {he British 
Empire as far as our necessities of manufactured articles 
go. That is to say, by such a systeih we should be forced to 
buy our requirements from the British markets, and would 
not, therefore, have the benefits of making our purchases 
in the larger world markets. And since it ought to. he 
the declared policy of this country fo develop its industrial 
potentialities hy means of a tariff wall as against all-comers 
a policy of Imperial Preference would have the inevitable 


effect of hampering us in that direction. As it is, the 
British Empire enjoys, and has enjoyt'd for years past, a 
unique position in the Indian market ; and any attempt on 
our 2 )art to give them increased preference will only have 
the unfortunate result of per2)ctuating India as a mai’ket 
for their goods. Apart from these considerations, Inuia 
would on W.-ince lose more than she would gain by grant- 
ing jneferential r des o»» Imperial goods at the ex|5ense 
of the foreigner. And there would also be the risk of 
retaliation hy foreign countries which would weigh 
iieavily on our export trade, and therefore on the Indian 
producer. 

2150'^ Furthermore, under a system of Imperial Prefe- 
rence any attempt to keej) a cheaper foreign article out of 
India by a higher duty would merely result in its being 
imported through the United Kingdom an 1 under British 
guise. Attempts will also be made by the United Kingdom 
to obtain a larger ]}ercentage of our exports, at the expenses 
of the natural course of our export trade. In his latest 
despatch to the Board of Trade, Hi*s Majesty's Senior Trade 
Commissioner in India and Ceylon has urged that Every 
effort should be made to stimiilate imports of Indian pro- 
duce and manufactures to the United Kingdom and to 
retain our valuable entrep6t trade which has— in the past 
— been of incalculable benefit in stimulating British ex- 
ports. ” To the Indian consumer or producer this unna- 
tural course of trade would have no advantage, present or 
future. And we would urge that if this country is to con- 
sider her own interests first and foremost, a policy of 
protection, nullified hy a system of Imperial Preference, 
will mean both a loss of revenue to the State and a defeat 
of the very objects of safeguarding Indian industries 
present and possible. This country cannot afford any more 
to risk its economic fortunes for the sake of ensuring a 
market for British goods, much less for the sake of a poli- 
tical experiment. 

Gekbsal. 

21507. We ventui'e to subuut to the Commission the vit^ 
issue at stake in determining the future fiscal policy of this 
country. The cry for protection m this country is not of 
recent growth. The necessity of protection has been felt 
ever since Indian economic interests began to reali.se the 
position in which they had been driven for many, many 
years past. In fact, it is our opinion that had a policy 
of protection been adopt(*d even twent 3 ’-fivc years ago, the 
country would have been able to show already very sub- 
stantial results in the development of its industrial resources. 
We may also add that had such a policy been ^pursued, 
an industrial India would have been of greater assistance 
during the war than she was. The war also demonstrated 
the helpless position of the countiy so far as ouv require- 
ments went, and we would ursre that no steps he neglected 
to prevent a recurrence of snch an unfortunate ei>isode in 
its future history, 'a e have, to-day, arrived at a stage in 
OUT industrial development when we feel that though the 
hesitating steps private entor])rise has t-iken to develop in- 
dustries have produced some, — we hope permanent — lesults 
in spite of the war^t of ta’iffs, the pace must be accelerated 
if we are not to be left permanently behind. The iniius- 
trial world has turned on a new course as a result of the 
war. Most of the helligerenis were manufacturing coun- 
tries far ahead of India in their productiveness. Almost 
all the belligerents have lost most of their capital in a 
war of dimensions staggering in its economic consequences.-^^ 
Millions and millions of pounds have been heaped on the 
shoulders of the Western world as war debts to be re- 
deemed by future generations (and India has shouldered her 
war burden too). But that very load is going -i* stiffen 
their backs to obtain new wealth from out of the chunnels 
old and new. A determined effort will be made by them 
to retain old markets and capture new ones; for no other 
course is possible for tln^n, either to balance their budgets 
or trt pay off their debts, but by producing more, selling 
more and thereby obt^iining more wealth. The iedustri^ 
struggle will ^ con s^^quently .assume a more gigantic sc^le 
than it has hith^^rto done ; and those countries which tarry 
in their industrial progress ■ will inevitably go to tbe wall. 
The question of protection, therefore, has assumed for us a 
deeper purport than ever. It has become a question of self- 
defencii against the economic aggression of the manufac-^ 
turing world ; and if this country is not to fall further 
behind in the Indastriai race, and los« it altogether, every 
mean that is available, individually to its inhabitants 
and collectively to its Government, must be availed of to " 
enable it to stand up against the keener and more vehement 
struggle foV markets that is coming. The fiscal policy of 
this country has hitherto been dictated by vested ioteresD 
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in tlxe United Kingdom, be it said to the discredit of 
British rule in India. Free trade bas been imposed on her 
against her will, and to the rain of her industries. The 
right to develop her material resources in her own interests 
has been denied to her. And she has bt^en reduced into the 
helpless position of ^ a farm for raw material and a market 
for the manufacturing world. Mnch of the unrest and 
dissatisfaction is due to this position of ejonomic 
subservience into which she has been driven. And 
we venture to submit that as long as this universal 
and elementary right of every country, large or small — 


which even Great Britain's other Dominions enjoy— 
is withheld from here, there will be no real peace or content- 
ment. For economic subjugation is more insidious and 
disastrous in its effects than political subjugation ; and 
economic death me ms every other death. 

PUBSHOTAMDAS THAKURDAS, 
l^tk Fehrimry 1922, 


Oral evidence, Bombay, fie 1st March 1922, 


Mr. Purshotamadas Thakurdas, C.T.E., 

M. L. C., Mr. B. F. Madon and Mr. N. M. Mu^umdar, re- 
presentatives of the Indian Merchants* Cliamher and 
Bureau, were called in and examined. (The replies were 
generally given by Mr. Pnrshotamadas Thakurdas : where- 
ever they were given by Mr. Madon or Mr. Muzumdar, it 
is specially indicated.) 

2150B. The Presidenf^, Gentlemen, yon represent the 
Indian Merchants* Chamber and Bureau ? 

A, Yes, Sir, I may say to start with that the Committee 
of the Chamber has expressed its opinion in this paper before 
you. Whatever I may say hereafter 'will be my best effort 
to reflect the further opinion of the Chamber. Even though 
I am speaking as the President of the Chamber with my 
two assistants, I will only try my best to reflect the opinion 
of the committee of the Chamber. It is quite possible, 
however, that the Committee of the Chamber may not have 
the same opinion as I think they have. 

21509. Q. Indian Merchants* Chamber and Bureau re- 
present all the various trades and industries in Bombay ? 

A. Tes, Indian trade.s and industries of course. 

21510. Q. Will you please refer to the Chamber’s answer 
to Question No, 11. Your Chamber’s view is that a uniform 
import duty on a moderate scale or a minimum scale should 
be imposed on all imported articles whether they are manu- 
factured in India or not ? ' 

A, We would add 'at the moment.’ 

21611. Q. And that the case of each industry should he 
examined individually on its merits and adequate protection 
given to it with the object of developing that industry in 
India if it has natural advantages for the purpose? 

A, Yes. 

21512. Q. I should like to ask you what your view is in 
regard to the suggestion which Sir Vithalag,s Thackersay, 
who was once your President, made to ns. He took an 
entirely different view. He suggested the imposition of 
a heavy duty on all imported goods and a lower duty in the 
case of those articles for the^ manufacture of which there 
is very little chance of laetories being established in India. 
He referred in support of his view to Hie policy followed 
hy Japan. 

A, Sir Yithaldas was present when this matter was dis- 
cussed in our committee, hut unfortunately he did not 
express that view in the committee. 

21613. Q, Both have great points in their favour. I 
want to know what you would prefer ? 

A, My own idea is that that would tell very heavily on 
the consuming public, and for this reason, the starting of 
new industries even with a heavy protective duty may be 
very slow. We therefore propose that the minimum protec- 
tive duty should be imposed and the people should be given 
an absolute guarantee that they will he protected against 
any foreign competition by way of dumping or anything 
else : and, then, if any special industry comes before the 
committee you refer to in one of your questions, the said 
minimum duty may be increased in proportion to the diffi- 
culties that that special industiy may put forward. That 
is what I wordd say. Of course this point has not been 
examined by the committee, and I cannot tell you what the 
committee would say. 

21514 Q. Uf course the consumer’s point of view is 
paramount. But the idea of Sir Yithaldas, as far as I could 
judge, was that if heavy import duties are levied on all articles 
inducements for people to establish new industries will be 
provided at once because there will he a sufficient margin 
of profit to look to. ^ On the other hand, if a case for an 
increase above the minimum has to be made out by any 
industry that requires it, — ^that is what you propose— it would 
take a considerable time in investigation and enquiry before 
special protection would be sanctioned, and thus it would 
be a long time before the industry could fructify. Your 


view has its advantage to the consumer, but I am sugges- 
ting now the advantage of the other view ; both have a 
great deal in their favour. 

A. I understand Sir Yithaldas wants the imposition of 
heavy duties immediately. Now the immediate imposition 
of heavy duties would not necessarily bring in the im- 
mediate establishment of new industries for local produc- 
tion. Therefore between the imposition of heavy duties 
and the establishment of new industries, the consumer will 
be heavily hit. 'Fherefore, my committee have prop -sed 
a niinimum protective duty and the announcement of a 
policy that if any industry felt that before it could start 
it would reqdiro a further increase of 10 or 20 per cent, 
protection, that 10 or 20 per cent, more would be given to 
that industry if tlie special committee examining the 
case were sa'isfied, but in order as it were, tp draw the 
capital to industries, to put on a maximum duty without 
any chance of the industries being started immediately or 
within a reasonably short time, appears to me, individually, 
as being rather too strict an action in favour of pi’oteetion, 
and I dare say and I hope that it will strike our committee 
in the same way. That is why, I think, they suggest in 
answer to Question No. 11 a minimum protective duty, 

(JVFr. ;iuzumdar) : I might suggest, Sir, that the effect 
in either case would be the same, because in either case the 
consumers will have to pay the duty. 

21515. Q. The matter is differ*ent in expediting the estab- 
lishment of industries, because if a heavy duty is imposed 
generally, the protection would come in at once and people 
would try to manufacture articles in which tliere is ample 
margin of profit. In the other case, they have to make 
out^a case before they can get the protection and conse- 
quently there will be moi^J time taken. 

A, (Mr. Muzumdar) : It may be that the minitnum duty 
we proposed is sufficiently high to grant protection. , 

21516. Q. Thatiis exactly the thing I am going to ask you. 
You say ' minimum protective duties.’ I was going to ask 
yon what would be considered minimum protective duties. 

A, We used tbe words ‘ minimum protective * duties for 
this reason. There is already a certain duty put on for 
revenue purposes. Now to what extent that revenue duty 
could be included in tbe protective duty,— that may be 
decided hy you or any committee hereafter. It is a question 
of examination and going into figures how much the duty 
should be for revenue purposes and how much *ihe mini- 
mum protective duty should be. But wbat we ask for is 
that over and above the duty put on for revenue purposes 
something should be put on not merely for the sake of 
getting revenue but for the purpose of giving protection to 
the industries. 

21517. Q, And in that case, the income from the duties 
might exceed the requirements of revenue. 

A, Even though it will not be required for revenue 
purposes, even supposing India required no customs duty 
for the purpose of revenue, we would still have a protec- 
tive duty, and if that should result in surplus revenue you 
may reduce taxation in other directions. Even supposing 
India began with an absolutely clean sheet and needed no 
duties for revenue purposes at all, we would still have a pro- 
tective duty. 

21518. Q. There is a revenue duty now. That duty 
may indirectly give protection. What is your description 
of a protective duty ? 

A, A revenue duty is not a protective duty. A p’otec- 
tive duty is a duty specially imposed for protecting indus- 
tries. 


(=1, suppose A IS tne revenue auty, xou say a 
minimum, say Y", should be added "to it, in order to make it 
protective. How would you determine Y p ^ 

A, It would depend on the requirements of each ^ 

industry beyond the ~ 
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21520. Q, But an enquiry should he made before the 
minimum figure Y is settled. In this case also you have to 
make an enquiry. 

A, Supposing the Government decide that the present 
revenue duty is the minimum protective duty and any 
increase of duty required by any special industry over and 
above that will have to be gone into on the special merits 
of each case. 

21521. Q. Do I understand you to say that the present 
revenue duties, — we might learn what they really will be 
to«day, because it must have come before the Legislative 
Assembly by now — should be the standard protective duties ? 
Instead of calling them revenue duties, would you call 
them protective duties in order to deprive Government^ of 
the power of reducing them when the revenue require- 
ments are over ? 

A* I do not think I meant to suggest that the present 
revenue duty should be looked upon as the minimum 
protective duty. Some of us would like an increase of 10 
per cent, added on to it as a minimum protective duty. 

2152 k Q. And still would you call it a minimum 
protective duty ? 

A And that 10 ‘per cent, would be the minimum ' pro- 
tective duty. 

2162B. Q.That ismy difiSculty. How would you determine 
Y, L e. the minimum duty, in the case mentioned b)y you ? 

' A. It may be 10 per cent, or it may be 15 per cent. 

2lo2i. Q, That must be done after elaborate enquiry. 
There must be some basis on which we can convert the 
x^evenue duty into a protective duty ? 

A. Sir, the committee did not go into this question of 
figures at all. I indicate 10 per cent, in addition to the 
revenue duty and my two colleagues agree with me that 
that should be the minimum. The protection that would 
be afforded to us by adding on this 10 per cent, to the 
- present duty would not at all be on the extravagant side, 
considering' the average requii'ements of industries that 
could be established in India, and it is quite possible that 
in many cases a higher duty would be necessary. When we 
talk of industries, we talk of all the industries that .are 
likely to he established in India in the near future. 

21626. Q. And that would be able to withstand foreign 
competition after a certain reasonable period, without any 
import duty. You say : '^We would favour the imposition 
of minimuih protective duties on^ all imported manufac- 
tures.** Do you mean by all imported manufactures ** 
all imported manufactures that can be manufactured here 
locally, because we have certain natural advantages for 
the purpose ? 

A, No. We mean on all imported manufactures. 

21526. That is to say, you would impose an additional 
10 per cent, duty on all imported manufactures ? 

A. Yes. 

21627. Q. What about the consumers, who you yourself 
pointed out," would suffer ? 

A. We would refer you to the reasons given by us why 
we feel that the consumers’ interests would not suffer up to 
a certain point. 

21628, Q. You want a uniform 10 per .cent, duty to be 
levied on all imported goods in addition to what is now being 
levied for revenue purposes, irrespective of whether the 
articles on which duty is charged are capable of being 
manafaeliured in India, or not. Now there arises the 
question of the consumer. In your case also the consumer 
pays duty on articles which there is no likelihood of being 
manufactured in India. How do you justify this, in 
view of your answer to my question with regard to Sir 
Vith^das’s suggestion, that the consumer would be pena- 
lized in articles for which there was no prospect of manu- 
factuie in India. The only difference, in my view, 
tetween your suggestion and Sir Yithaldas’s suggestion, is 
, a„ question of degree. In the case of Sir Yithaidas’s sug- 
gestion it would hit the consumer harder. 

A, Generally speaking, if a country is to develop indus- 
trially, a sacrifice has to be made hy one generation or 
the other. We feel that a 10 per cent, protective duty 
over and above the revenue duty would not affect the 
consumer gi*eatly. 

21529. Q. Inu*egard to hand industries you say t " We 
have no objection tu hand industries being encouraged on 
sound business lines having due regard to the possibilities of 
their being ousted by power industries.” Will you tell me 
what you mean by “encouraged on sound business lines.” If 
they can stand on business lines then there Is no encourage- 
ment needed. 

A. My committee felt that they would not encourage 
the hand industi-ies by a sort of bounty of subsidy from 
the State treasury, but that any indirect encouragement 
that could he given, — as was given during tlie war period 


when dyes were supplied to the weavers at the minimum 
price — might very well be given to the hamlloom indirs- 
tries. The handloom industry is not, strictly speaking, 
an economically sound one : it is only based on, as we have 
said in the first sentence, “ such economic factors as idle 
time, fancy designs, which can only be done by hand, and 
consequently on uneconomic prices. 

(Mr. Muzumdar) :I would refer you to the report of the 
Industrial Commission, Chapters 17 and 18, w'hich deals with 
cottage industries and the financial assistance that the 
State can give to cottage industries. 

21530. Q, Your Chamber is not in favour of giving any 
financial assistance to cottage industries ? — (Mr* Muzum- 
dar): Y'es, Sir, if they have prospects before them. 

Sir Manakjce Uadahho^f — 

21531. Q. You quote that report to support your individual 
opinion ? 

A. Yes, Sir, only with reference to cottage industries. 

The PresidMii — 

21532. Q. Dealing with foreign firms elstablislied in India 
behind tariff walls yon say you wmuld insist on all cona>ms 
developing industries in India to be formed with rupee 
capital, half the capital of ear^h being offered tf> and held 
by Indians. I do not want to aigue anything as regards 
half the capital being offered to Indians. “Offered” i< in- 
telligible. But supposing Indians do nq| subscribe would 
you disallow that industry ? 

A. I will explain why we specially put in “held by In- 
dians.” There may he cases where companies may be floated 
and supposing there is something specially goo » and the 
promoters of the company are not very anxiiuis to share 
with the others it may happen that the prospects may not 
be very indicative, or may show only as little asjpossible, 
and, therefore the Indian j)ublic may understand or get 
very little of what is in the industry and may subscribe 
nothing. Wc feel that if an industry is good enough Cor 
investment by people outside India to come aw'ay all these 
thousands of miles to invest, it should he and it ought to 
he good enough to atti*act Indians. Therefore there is no 
reason why an Indian will not invest in an industry if the 
prospectus is put before him. There is a very strong feel- 
ing all over India — I dare say this Commissitm has 
gathered it — that every facility should he given to 
Indians to participate in local industries, whether they may 
he promoted by Indians or non-Indians, and my com- 
mittee’s intention in putting this paragraph as it has been 
put is that half the capital should be held by Indians. 

21533. Q, The necessary conclusion follows that if a new 
industry promoted by foreign enterprise fails to seoute half 
tbe capital in India rben it should not be allowed .to be 
established. 

A. I am afraid it is so in many foreign countries 
21534 Q. In which P 
A, Japan, for instance. 

21535. Q, Can you tell me definitely what are the condi- 
tions in Japan? 

A, The conditions in Japan mostly are that foreigners 
can own no land and even their trading facilities are fahdy 
limited. 

21536.^ Q. Can you give us the name of any publication in 
which this information is given ? 

Does your Chamber know of any publication in which 
these conditions are found p 

A I do not think, Sir, there is anything published in 
English which we can get. But there is this very clear 
fact that people who used to deal with Japan direct have 
had, if not entirely to wind up, at least to give up their 
direct connection and open firms through Japanese connec-, 
tion there. 1 hat is especially the case with trade in raw cot- 
ton. I understand that the firm of Kallis had been trading 
with Japan direct, but now they trade through a 
Japanese house. 

21537 . Q* But you have not got any publication P 
A, We could not get any publication in English. 

2163S. Q. Then your view is that similarly no concessions 
at all should he given to any ncn-Iadian firm unless 60 per 
cent, of the capital is held by Indians. That is, in regard to 
all classes of firms if the requisite percentage is not subs- 
cfibed by Indians, then you would not allow them to 
establish industries or give them special concessions from 
Government funds ? 

A. That is the opinion of my committee. (Mr. 
Muzumdaa-). You have stated that it might be that 
Indians would not subscribe capital to an industry. I do not 
see any reason wby they should not 

21539, Q. Assume that the Indians do not subscribe. 
Then, wbat would be tbe result ? 

A (Mr. Muzuxudar) ; Why assume that that position 
would arise, 
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21640.^ Sir Montagu Wehh s I think the position which 
the president has referred to has arisen everywhere except 
in the Bombay Presidency ; that is to say, the total capital 
required Las not been forthcoming from Indians, not in 
Bombay but in other parts of India. 

21541. The President: Q. That is a thing which busi- 
ness men can easily visualise. Assume that a foreign firm 
wishes to promote^ the manufacture of a particular article in 
India and issues its prospectus and invites applications for 
subscriptions. It is quite possible that the requisite capital 
may not be forthcoming from Indians. 

A, (Mr. Muzumdar). Very big industries have been 
started on the Bombay side, the Tata Hydro-Electric 
Scheme and the Tata Bank in which most of the capital is 
Indian. 

21542. Q. Wc are not dealing with Indian firms estab- 
lished, by Indians. We say if protective duties are estab- 
lished foreign manufacturers instead of sending their manu- 
factures here may like to come and manufacture in India. 
We have asked the opinion of your Chamber what 
their attitude would be in regard to that possibility and you 
say that you would only allow foreign manufacturers to 
establish industries in India if 50 per cent, of tlae capital 
was held by Indians and if concessions are to be given by 
(Government then you want 60 per cent, to be held by 
Indians. I asked you whether in the event of the requisite 
capital not bein^subscribed by Indians you would allow 
foreigners to establish their firms without that capital, 
Mr. Purshotamdas says that India should accept the 
position of not having those industries rather than allow 
the foreigners. I can understand* such a logical position, 

Af Mr. Muzumdar reminds'me that the committee is 
definitely of opinion that if Indian capital is shy, to that 
extent they would rather wait for 10 or 20 years than allow 
that industry to be established by foreigners. 

Just I am coming to that. We take it Sir, that direct 
encouragement will be given to the establishment of in- 
dustries when the recommendations of the Industrial Com- 
mission are carried out. The ground will be prepared in 
India for the development of industries. 

21543. Q. That is not my point. Suppose an European 
firm' comes land establishes ai factory in India and invites 
capital Indians '.do not subscribe,' Would you ask the 
^Govelmment to tell these people that Indians have not subs- 
cribed 50 or 60 per cent.^ and therefore you won't he 
allowed to establish your industries P 

A, (Mr. Muzumdar) : Yes we would rather wait. 

21544. Q. Then you go on to say in the next paragraph 
‘ It is possible that non-Indian firms established in India to 
take advantage of the protective tariff, may ^ to make com- 
mon cause with their interests abroad, and in their strength 
use unfair means to strangle newly horn Indian competitors.' 
Will you please explain what you mean by that ? 

A, Well suppose "a foreign, or rather a non-Indian firm 
starts say cotton mills or oil pressing industry. In order to 
keep the whole monopoly for themselves they may work 
here at such rates which may not he paying^ to the newly 
born Indian industries. This will be unfair competition. 

^ 21546. Q. I do not quite follow. Give an illustration 
please. 

AL Take the instance of cotton mills. Suppose 50 cotton 
mills are started here and the foreigners begin to manufac- 
ture and sellicloth at an absolute loss to themselves, hut 
these mills are put up by vested! interests abroad. The 
Indian industries here wouldlbc hit and might almost come 
•to appoint when they ,will disappear. In such cases the 
committee that will watch this especially with regard to 
dumping and other things, must see that the Government 
of India give protection to the genuine Indian industries 
establiAed here. . . , 

215404 Q. . You mean that dumping an factories {because 
that is what it comes to) would be resorted to. - You say sup- 
pose Lancashire or Japan, which axe the^ two great textile 
manufacturing countries come and establish say 20 or 50 
mills in the suhurhs of Bombay. They deliberately set 
aside a few million pounds and in order that the existing 
cotton mill industries in the Indian hands may go to the 
wall they sell at a loss for four or five years. ^ The Indian 
mills will go into liquidation and then they will buy them 
off. Then the monopoly of the textile industry in India will 
go into foreign hancLs either the Japanese or the English, 
Is that your theory p 

A* Yes, 

21547. Q. Supposing they did that, it would be only for a 
time, isn’t it ? ' 

A. Yes. 

21548. Q. If the Indian competition is eliminated they 
will raise their prices and inake enormous profits. In that 


case it will not take many years for the Indians to establish 
new industries. 

J. They will start the game again. As soon as the 
Indian concerns disappear they have the field to themselves. 

As soon as the new Indian concem comes up they start the 
game again. Take the cage of the soap concert, and oil mills. 

It would take very little time to make the Indian coiicem 
go into liquidation by any powerful vested interest outside 
starting the industry and competing with the Indian in- 
dustry. We may then he told that we cannot stand com- 
petition 'or that our management is not efficient. What we 
are so anxious about is that we should get in our own 
country all the facilities which we are entitled to at home 
and that no sort of tinkering within either directly or in- 
directly, or in a sort of diplomatic manner should tie tolera- 
ted. All that we suggest is that the Government of India 
should watch that things of this sort do not happen. 

21549. Q. Then you go on to say ' To j)revent such an 
abuse by them, of the privilege of being established in 
India the permanent organisation (ref. question 29) should 
keep continuous watch and report every such case to the 
Government for strong, prompt and effective remedial mea- 
sures. In the interests of India it may be necessary for the 
Government to compel such non-Indian concerns to wind up 
their business in India.’ That is to say when such a con- 
tingency arose, you would provide by law the power in the 
executive Governnient to call upon the non-Indian concern 
to go into liquidation. 

A, Yes, such non-Indian concern. 

21550. Q. You want such a condition to be imposed by the 
Government before any non-Indian is allowed to establish a 
factory in India, because it would hardly be fair to use such 
drastic measures after the factory is established. 

A. I think proper notice should be given to such factories. 
There should be proper mles and regulations so that they 
may know what they are risking in establishing the in- 
dustry in India. 

21651. Q. You know that the natural effect of such a 
policy would be tbe discouragement of foreign manufac- 
turing enterprise in India. ^ * 

A. I think it will be obvious that such regulations and 
restrictions would discourage, but I do not say it would do 
away entirely with foreign enteiyrise and foreign capital. 

21552. Q, If the effect of it is to discourage them from 
coming, you would not mind it P 

A, I will be very suspicious of such enterprise in India. 

21553. 4* In your general statement the second part 
requires elucidation. You say *The industrial world has 
turned on anew course as a result of the war. Most of the 
belligerents were manufacturing countries far ahead of India 
in ^eir productiveness. Almost all the belligerents have lost 
most of their capital in a war of dimensions staggering in 
its economic consequences. Millions and millions of pounds 
have been heaped on the shoulders of the Western world ae 
war debts to be redeemed by future generations (and India 
has shouldered her war burden too). ^ But that very load 
is going to stiffen their backs to obtain new wealth from 
out of the channels old and new. A determined effort will 
he made by them to retain bid markets and capture new 
ones; for no other course is possible for them, either to 
balance their budgets or to pay off their debts, but by pro- * 
duoing more, selling more and ^erehy obtaining more 
wealth. The industrial struggle will consequently assume 
a more gigantic scale than it has hitherto done j and those 
countries which tai^y in their industrial progress will 
inevitably go to the wall. The question of protection, 
therefore. Las assumed for us a deeper purport than ever. 

It has become a question of self-defence against the econ- 
omic aggression of the manufacturing world ; and if this 
country is not to fall further .behind in the industrial race, 
and lose it altogether, every mean that is available, indivi- 
dually 'to its inhabitants and collectively to its Goverament, 
must be availed of to enable it to stand up against the 
keener and more vehement struggle for markets that is 
coming. The fiscal policy of this country has hitherto been 
dictated by vested interests in tbe United Kindom. be it 
said to tbe discredit of British rule in India.' '1 his is # 

rather a very strong expression coming from such a respon- 
sible body as yours. I should like you io explain to this 
commission the reasons which have led to this expression. 

A. That refers to the history of the policy adopted in 
India till now. If you don't mind, Mr. Muzumdar will ' 
explain. He is well versed in history. 

21564 Q, The first portion of your statement which I read 
out at length is that European countries and those in Amerida 
and Japan will strain every nerve to retain the Indian ’ 
market which they had under free trade Renditions - 

fur&er exploitation for tho sake . their 
goods,..,..{Mr. Muzumdar)! asnli^o the^dew 
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Sir is piirety a Listorkal 
references I can give any 

’to tell tthe Commission the 
expression to sucli strong 


21655, Q. We are not dealing w ith new markets outside 
India. And therefore an intensive policy of protection 
should be resorted to in all directions to prevent India h^-ing 
exploited by foreign countries and for that purpose yow 
would have protection and especially at an early date for 
your industries to supply your own markets. I can under- 
stand that But I want you now to explain the strong 
expression which you use. 

A* (Mr. Muzumdar) : That 
matter and if you want read 3 '‘ 
mimber of quotations. 

21566. Q. I should like you 
reasons which led 3^011 to 
views. 

A, (Mr. Muzumdar) : In the first place take the cotton 
duties. When cotton duties were imposed an excise dut 3 ^ 
particularly against the Indian inteiests and to the dis- 
couragement of Indian enterprise in India was imposed. 
Take the case of the tax that England imposed against 
Indian goods in the old days in the 18th Centuiy. 

21557. Q, Then do 3 "ou suggest that you advocate a 
policy for India to adopt which England did 3 "ears ago to 
protect her goods against the Indian manufacture ? 

A, (Mr, Muzumdar) : Yes, Sir. 

21568. Q. Can you give any other instance by which you 
can justifiably say that the British rule in India is discre- 
dited hy the fiscal policy adopted in this countiy ? 

A, (Mr. Muzuradar) r The -free trade that has been 
imposed on this country against her will is another instance. 
India hp been strongly protectionist in her sentiments for 
generations. If free trade is good for England now, it was 
certainly not so before. ^ England developed her industries 
by tariff walls, subsidies, navigation rules /and so forth. 
Why should the right hy which England developed herself 
from agricultural to a manufacturing country he denied to 
us, and it has been strongly denied to us for the last fift 3 ^ 
years P Every business man knows that England has 
been keeping the Indian doors open to further her own 
markets. May^ I just tell you. Sir, perhaps you yourself 
know, that we import more than 70 per cent, "of our goods 
from England. 

21669.^ Q, You mean to say that free trade which Eng- 
land has imposed on India has been in her own interests 
and that has led your committee of the Chamber to make 
these remarks. 

A, (Mr. Muzumdar) : Yes, Sir, the excise duty being part 
of the free trade policy. 

21660.^ Q, Your criticism really is as against the free 
trade policy which England has imposed upon India, against 
what you say is the national sentiment? 

A* *(Mr. Muzumdar) ; Yes. 35day I supplement my 
answer, Sh% Almost every country has developed hy tariffs, 
England herself developed by tariffs and the 'tariff has 
been denied to us. 

^ 21561. Q. You say, fso far ihat has been in the selfish 
interests of ’‘England and that has led to this remark being 
made. 

A. (Mr. Muzumdar).:' Yes, we think it is discreditable. 

JJiy "" T.-*-. Tn TT T ■» 


2166*2. Q. Toui- issociation, I understand, is in favour 
of a policy of protection. Protection I understand, is that 
the amount of duty anU so on should be decided on various 
circumstances depending on the circumstances and require- 
ments 01 each particular industry. - . ^ 

-4. Yes. ■ 

lOhamber’s written statement it is 
not definitely stated on what principle protection is to be 
given, 

4 . As fw as the Chamber is concerned I will' restrict it 
To necessaries. 


2)o6A Q. The Presidentlasdiscussed.withyourbgaa-d- 

voIm t^vy import duties. I^derSand 

you to W aat your chamber does not endorse the view 
-^i^y for the rMsontbat during "the intervening period 
tbe consumer would be bit hai-d. fstbatsoP ' 

A, Yes. 

215^. Q. Are there other reasons besides ? 

21666 . Q. Don’tyoutbini that the imposition - 6 f heaw 

8- “ot.give an impetus -to Kdian in- 
dustn^ which may not he intrinsically sound? 

+i.» mania to start industries at 

the renod bgh duties ^ imposed. But I don’t ftink it is 
possible. It IS a question of degree. 


215G8. Q. Would it accelerate the iiow of foreign capital 
which you dread so much ? 

.k. We do not dread foreign cajdtal at all. We like foreign 
capita] hut -we want only iJic foreigners to be reasonable. 

21569. Q, I "want to know your Chamber's views as to 
whether heavy duties ' would accelerate ihe How of foreign 
capital. 

A. I do not see wh 3 " it should aeceleraie the fiow of 
foreign capital. 

21670. Q. In answer, to the President 3*011 advocated a 
unifoim protective duty of 10 percent, in addition to the 
revenue dut 3 % 

A, Yes, something in addition to revenue duties, 

21571. Q. You are aware that some articles would not 
he able to hear that uniform rate s® 

A, You mean it would he too heavy for the purpose of 
those articles being sold, is that what you mean ? 

- 21572. Q. Yes, it would discourage the consumption of 
foreign imported articles. 

-d. It would discourage the importation of foreign 
ai’ticles, but it would encourage the manufacture of those 
articles in India. 

21578. Q. But duidng the period that yotifhave not got 
those articles ready for consumption, what would happen ? 

A, The consumer will have to pay a hit more. That is 
all that would happen. 

21574 Q. Would you have to pay mo^ f 

A, Yes (Mr, M uzumdar) only the consumers at present 
will have to pay more ; but their sons, that is the next gene- 
ration will have to pay less. 

21575. Q. What is your opinion about the burden of 
ihose import duties so far as the masses are concerned? 
Do the general masses share in ihose import duties to 
any appreciable extent? 

A. No. My general opinion is ihat there are many well- 
wishers of the masses, hut I think I would take their 
-sympathy with a pinch of salt, and I would say the Indian 
public may be well left to look after the masses and decide 
for themselves what is in the best interests of their fellow 
brethren. We do not want any outer S 3 'mpath 3 *. Why 
should not the Indian public be allowed to decide and to 
express an opinion? We have said so, and Tve have re-, 
ferred to it. I have nothing more to sa 3 \ 

^676. Q, You prohahly do not understand my question. 
What I want to know is, does the incidence of import iity 
appreciably fall on the masses P 

A, It might. Don't we say so in that reply ? In normal 
conditions some part of the duty may fall inevitably on the 
consumers. 

21577. Q- I am asking this question because evidence has 

been placed before us that the import duly does not affect 
the masses. 

A, I wish to point out that we have replied to this cate- 
gorically m our answer to Question No. 20. 

21578. Q. You refer to consumers. You don't * make a 
dmin^ion between the consumers and the masses. 

i .It has been put before us by certain 
people that the majority of , the imported articles are not 
used by the agricultural masses and that the consequent 
rise in prices would not affect the masses or the agri- 
cultural classes. ® 


I cannot answer generally for 


of the articles are given, 
imports, 

21680. Q. You may qualify your statement. 

a deBni 

question, I will tiy my best to give you a definite answer. 
Sir Manahjee Dadalhc ^ — 

of W imported articles whi. 
aie largely conramed iliy tie lagi-icultural .population P I 

number imported articl 
.aie consumed by the agriculturists p 

0 ^' sugar, _ ^ieulturaj implements, gla 
glass we chimneys and s^ch other s^ 


Tiw fiff that population wpuM suffer hy the prohahle 
w^e in 00 ^ 1 had to analyso the imported articles f 
certain purpose and I found that out ctfa total of Es 


^ : uroan as against rural P- Yes. T 

you want .detailed figm^es I can only supply them S. ^ 

Sir Manakji Badahhoy-^ 

vaS®^' ^ it he appre» j 
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In a general way it would 1)6 or seven crores out 
of 200 crores. 

21584. Q, Will you kindly send us tke detailed figures. 

-A. Yes. 

215S5. Q. Does the handloom industry, Mr. Pursho- 
tamdas, come into conflict with the powerloom industry? 

-4. It does ^ to a certain point. 

21586. Q, The point is, where it does come into conflict 
with powerlooms, is dt with the local powerloom indus- 
try or foreign powerloom industry ? 

■A, It does not come into conflict with the local power- 
loom industry. 

^Ip87. Q. So, protection to the powerloom industry of 
India means indirect protection to the handloom industry. 

-d. Yes, 

21588. Q. You would not adopt any measures to pro- 
tect the handloom industry against the local powerloom 
industry, 

' ui. Not beyond what we say in reply to Question No. 16, 
Nothing further strikes our Committee at present as 
feasible. 

21589. Q. I understand that the interests of the 
handloom weavers are not in any way injured because they 
generally. turn out finer cloths. 

A, W ell, finer or thicker, what they can do cannot possi- 
bly be done away with because as we say in the first 
sentence of our reply they are based on idle times and 
fancy designs. 

2ioi^0. Q, I will put it to you in this way. It has been 
argued by some people ".that you must retain ithis per 
cent, excise duty because it affords protection to the hand- 
loom industry indirectly. What is the opinion of your 
Association on that point ? 

A, 1 am not prepared to answer that on behalf of my 
Committee at this stage. They have not considered that 
point at all. 

21591. Q, Have you not considered that matter? 

A, Not as a Committee. 

21692. Q, Your written statement and your answers 
to the questions 'put by ^the Fresideni about foreign 
capital are very .interesting,^ 1 should like to examine 
you a little more closely. 

X Yes. 

. 21598* Q, Your Chamber goes even to the extent of 
saying that they would rather have no foreign capital and 
wait for 10 or 20 years than have industries started wholly 
by foreign capital, 

A^ We would rather have no foreign capital, if we 
cannot get it with the precautions which we have 
suggested. 

21594. Q. Now I want to understand the position. 
You say that you would rather remain in your present 
condition than have your country developed by • foreign 
capital. You know that there is a large middle class in 
India which is entirely dependant upon industries for their 
daily life? 

A, As clerks or labourers. 

21595. Q, Both clerks and labourers ? 

A, Yes. there may be a certain number. 

'Q, 21596. Would not the foreign capital have two 
distinct advantages, of supplying wages to the labourers and 
providing remuneration to the middle class people ? 

AL. To the clerk class, you mean. 

21597. Q. 1 won’t limit it to the clerk class ? 

A^ May I know what is the middle class which Sir 
Manakjee has in view and which has to be dependent on 
industries, 

^21598. Q. I shall define the middle class in this way. A 
middle class is that class which is not dependent upon — 

I would »put it in a negative way— agricultural manual 
iaWur for its existence but dependent upon service and 
employment ? 

X 1 want to understand your question definitely before 
I reply. You are aware that the industries that have been 
startea up till now have not given much scope to Indians 
. in. the higher ^anks. Indians have been employed either 
as clerks or as fitters who can he called middle class people. 

I am aware that this has been the condition and that this 
has been the point of great disappointment to Indians. 

21599. Q, I win assume for a moment that Government 
have been defaulters in this matter. I am now talking of 
foreign capital and large industries which may be started in 
this country. Will those industries not supply avenues of 
employment for Indian middle class men ? 

A, Yes, they may employ more Indians as clerks and as 
middle class employees, 

21600. Qk Secondly, would itsnot be a good thing for the 
wage-earning class if foreign capital came to India ? 

X In the.interests of the clerk class. 


21601. Q. In the interests of manual labourers 
A, Yes. I would supplement that it would be the same 
when Indians started industries. 

(The President here read the portion re sea customs 
duties from the new budget.) 

21602. Q, Now about foreign capital ; you suggest^ that 
60 per cent. 5 of the capital should be subscribed by Indians ? 
A. Yes, where concessions are to he given. 

21608. Q. W'here concessions are not to be given ? 

A, We suggest 50 per cent. 

21604 Q. Take each ^ case separately. At the initial 
stage you can insist on a thing being done saying that you 
would not allow dotation or a concession being given unless 
that is done ? 

A. Yes. ' . ^ 

21606 . Q. But once the company is floated, will you 
please explain how this rule could he kept ])ermaneiitly 
in operation ? Would you prevent those Indian shareholders 
from alienating their shares to foreigners by law ? 

A, 'rhat was the point which was considered by the 
Committee. 

21606, Q. I should like to know your Committee’s view ? 
X This point was considered by my Committee and we 
fully realise that this may mean handicap to people who hold 
the shares from the start. At the same time it has been re- 
alised that unless some such condition is imposed, one could 
get round the law. At the :time of flotation, the capital may 
be allotted to Indians but after sometime, it may bo transfer- 
red. Therefore whilst the Committee fully revise that this 
may work a little hardship the Committee feel that if this is 
insisted upon, industries will only be started by such people 
in whom the Indian public will have irciplicit confidence 
and people who start such industries will take very^ great 
care to see that they are working on lines which are in the 
best interests of India. 

21607. Q, I quite see your point and I appreciate the 
point about sacrifice ? 

A, What sacrifice did I mention ? 

21608. Q, You said ‘ handicap * P 
X Yes. 

2l6o9. Q. It is a sacrifice in a way. I quite realise t^t 
j)oint, but the point ott which I cannot come to any decision 
is the impracticability of the scheme. 1 will illustrate what 
I want to say. Do you think that if this condition is made 
that the Indian capital in the new concern is to remain only 
in the hands of Indians, with that knowledge you will gH 
money P 

A, Why not ? I don’t see any reason why the capta 1 
should not come in P 

21610. Q, Even if 3 m make it obligatory by law that 
those Indians should sell their shares to Indians only and 
not to foreigners, do you think that Indian capital 'would 
come in in order that the concern should remain an Indian 
concern ? 

X Yes, 

21611. Q. What will be the effect pf such legislation ? 
Will it not depreciate the value of the shares ? 

A. Why. 

21612. Q. You have no freedom to sell. 

A, I maintain that there is freedom. What difference 
does it make it whether you sell to Indians or Europeans. 

21613. Q. Supposing an European offers more, why 
should an Indian be forced to sell to another Indian P 
A, I cannot understand how he will offer more. That is 
just the point. 

21614, Q, Suppose he does p 

A, The European would be a merchant as much as an 
Indian. 

21615, Q. To defeat your puri)o.se and to defy the legisla' 
tion, the Europeans may combine and say “ we will turn the 
Indians .out by offering more value for the shares.” AVhat 
will you do then ? 

Well, prevent him. Is there any sense in such an 
attitude being taken up ? Is it worth serious consideration. 

21616. Q. I cannot reconcile myself to any business 
concern being started on this basis ? 

A. That is the Chamber’s view. 

' .21617. Q. Is this scheme of yours not liable to be 
defeated by collusion P Cannot foreign capitalists put in 
mere nominees and pay themselves their shares ? 

A. How can they. 

21618. Q. They can put A B C on paper and give them 
so many shares, holding the shares themselves P 
A, Leave it in their name for ever. 

21619. Q. Not for ever? 

X It must be for ever. 

2 i 630, Q. They must always 
A^ Undoubtedly. 
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scheme of yours practical and fea- 
sible ? 

A, So the Committee consider# 

31622. Q. I have only jnst one op two questions to ask 
you about the textile industry. Of course you have seen 
the budget. That must not upset our consideration one 
way or the other. Do you think that the cotton industry 
lequires any further protection f 
A, After allj^ndia supplies only 45 per cent, of our 
lequireinents, 55 per cent, still remains. So, certain pro- 
tection, it appears, is necessary. Tne amount of protection 
however is a matter for investigation. 

21623. Q. But has your Association considered that 
matter ? 

A, I don t think that my Committee has considered the 
question of the cotton industry specifically but I am quite 
prepared to give this reply that if India can only produce 
or has been iu a position to produce only 45 per cent, of her 
requirements aud not anjrthing like 60 or 70 per cent,, it 
would appear that the industry requires protection, the 
extent of which may he small. 

think that on an important matter 
o^nion Commission is entitled to your considerate 

A. If you hud put your question directly in the question- 
'^<^‘^ld have been guilty of lapse. 

implies that ? 

A. It the questionnaire had specifically drawn attention 
to what yon think is the most important industry, I think 
that my Committee would surely have gone into it, but you 
importance. Surely my Committee is 
|®®]^Bsible for not dragging it in. 

21626. Q. You have not considered that matter. 

A, ^0* 

21627. Q, Then would you recommend a duty on yarn ? 

^ ^ position to answer that 

question. % Committee has not considered these 
specific cases. (Mr. Madon.) The Chamber has already said 
^that it would advocate the imposition of an import duty on 

include yam, What^per- 
f be imposed on yarn is a different qnestior 

A, Yes. 

foo^Ss.®' Ton prefer in the case of famine oonti-ol of 
A, Yes. 

21630. Q. ioa. prefer conti'ol to export duties. 

spite 

Of the duties, it is quite possible ^that some other countrv 

?f ^VvT S' Z^si;t 

dttS?^‘ ^ ®’'® »saj“st export 

conditions of famine, 

iiteVt.4’ TJazti.*™''*""”"*™™ “ 

If t£e quesfa^nlr^mf^* Committee, 

wtwid rather nrafer not in J?*** tbis, 1 am afraid I 

Chambe; evidence.on behalf of the 

.. A, Yes, ' 

your ,0oJ^tte^^M^*'coSSe^ «fbis: that where 

be reluctant to give an answer off T..* ■would 

Oommittee ? ° off-hand as the view of vour 


Committee ? ““ tbe viiw of yow 

^vJes. ■ • 

examined personally you 

Ak Oh, Yes. 

X JNfo. ' ' . 


2L63i). I want to put before vuii i;ht* 

TuSitV ^4- *£• 

at Kangoon. He said he- would pat an export dutv in mu^ 

fereace to control, because control has the tenloncy to 
encourage hoarding. cviiutntj lo 

A. An export duty would not encourage hoarding ? 

21640. Q. That is what lhe Collector of Oustomrsaid. 

had i A,W I particular eonsidcrations lie 

had in view. But il hoarding is encoiir‘i<^pd if i ^ 

aged ^ much by control as bj ’ bmuTTe 

export duty does not go to tno man who hcnrds c!i 
but it goes to the Government with which ‘ the i”an*’w\- 

®J^P»thy. My Committee and I i'^rsondlv 
are dehnitelv against an export dntv « l«i.sonam 

b«.„ V4ld Li. Xn"“?„"SK 

famine or scai*city it is not the growers' inters 'f ihni- 
have to hear iu mind bat the interests of tbl Sneral' >ul5k 

3 “f "ir St 

duty. diffeult to regulate it by an expw’t 

al641. Q. In answer to the President you said that von 
were in favour of a policy of protection " ^ ^ 

A. Yes. 

'®i^*^*®^®®“®^^‘®'il>efore this Commission that 

I“dia the ao-rieul- 
classes who foiun the bulk of the population wilfte Si 
haA W ™. thi* a,.„ i, „y 

-P *■ the reply which mv 

cornet th; IpoSto'otf ^ *® 

A. Yes. 

sinn^lf^ bas also been made out before this Commis- 

I*!*-!™.-. 

®*“*- “®*‘® 0“ bind, 

opinion of your Committee th'it iti n. ■ 
ponsible for the poverty that you see in lXto-du?f 
A, Yes. 

Si.‘k, ““*• '"'‘•'i* ?•" ciss' 
IS*?""; “fi-? I” W« 

sgf Jiir. 

w % i»wi„ 

»'ir*<S“ft„SiSp»dS'.“s;S'‘ 

IS pressure on the soil we want fn iw ’- 

^0 wU by taking it to industi-y. That will L om th° 

hnest insurances against famines Tn ^ ®“® ® 

sityofoccupation^nm 55e!‘ ^® diver- 

21649. Q. It is because there is this i 

^icultui-e that to-day you ohserve^L 

SteS?, *° 

of people to turn their hancL to intlnc^^f j- ® .erores 
a better countiyto-d^.*‘’“^'^^'‘®® ^^dia would he- 

7^No.^’On*^ila^Yt^^ not make agricultui-e suffer ? 
^^akurdas said, there is plenty room 

of agrienlture hi this eorS^? ^ development 

.industry. \ott^ssId*in anei^ ^t^^^ iandloom 

"-4* Yes; ' ' - 

that there ig no conflict Badabhoy 

handloom-cloth. , between the milhmade cloth and t& / . 
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A. I said as btitween II13 ludiaammafaofcai-od oloili and 
Indian handloom clotli on one side and the foreign cloth 
which is imported on the other side, there is no oonilict. 

21653. Q, It has been made out that the excise duty of 
perlcent. (which has now been raised to 7| per cent.) has 
the eifect of giving protection to the handloom indastry as 
against the mill industry in India. Do you think there is 
any force in that argument ? 

A, It would look like that, 

21654 Q, Now^ there is a countervailing excise duty. 

You uo not advocate the excise duty. You think the excise 
duty 13 entirely a protection to the foreign industry as 
against oar mill industry, and ihit any rise in the excise 
duty increases the cost to the consumer, 
ux. Yes. 

2 1655. Q, How it has bean made out that leaving aside 
the foreign cloth altogether, if an excise duty is imposed 
on Indian mill made cloth, it is protection afforded to the 
mill industry. 

A, I think it^ happens to be that way. There is no 
doubt that the excise duty o£ 7^ per cent, as it now happens 
to be, will mean that the handloom cloth will have that 
handicap in its favour as against the mill made cloth. 

21656, Q. Now, I pul to you this question. Would yon 
advocate an excise duty for the purpose of giving protection 
to the handloom cloth if it hurts the Indian mill industry 
in its competition with the foreign mill industry ? 

A. If the excise duty can be taken oif, I would certainly 
not advocate its retention in order that the handloom indus- 
try may benefit by it. 

2l6o7. Q. The question is between^the foreign mill indus- 
try and the Indian mill industry and not the mill industry 
here and the handloom industry P 
A, That is it. 1 would draw your attention to our ans- 
wer to Question No. 16 in which we say that we would give 
encouragement to hand industries, only on sound business 
lines having due regard to the possibilities of their being 
ousted by power industries. 

21658. Q. I think it is Mr. Muzumdar who said in answer 
to the President that the policy of encouraging cottage 
industries should he adopted, i^ow when you said that you 
had other cottage industries in mind beyond the hand- 
loom industry P 

A, (Mr. Muzumdar) ; There are 510 cottage industries. 
21659. Q. You would do all that you possibly can to 
" ' encourage these' cottage. industries as a subsidiary work for 
idle time and so on. Now would you hy an excise duty or 
otherwise encourage the handloom industry if it means a 
blow to the Indian mill industry P _ 

A^ I do not think my Committee would do that 

21660. Q. In your answerto Question No. 25 you advocate 
the institution of a permanent organisation. Could you 
give me your Committee’s idea about the constitution of 
this organisation P 

JL. Representatives of commercial and industrial inter- 
ests of the country. 

21661* Q, 1 think you know that any organisation that 
may come into existence will have an advisory capacity to 
: " the Indian legislature and that the ultimate decision will 
rest with the Indian legislature, and I think your ^ Com- 
mittee’s view would be that if a properly representative or- 
ganisation were created it would make recommendations 
from time to time to the Indian legislature and that the 
Indian legislature would finally sanction or vote them. 

A. Speaking technically it should report or make recom- 
mendations to Ihe Legislative Assembly. 

216 62. Q, In answer to Question No. 20 you go a little 
further and ©ay that even if the consumer may have to bear 
'a little bit by way of paying higher prices you are prepared 
to adopt a policy of protection inasmuch as ultimately it 
will make the country richer ? 

A, That is it. 

21663. Q, And in your opinion if it comes to that the 
country is prepared to bear a temporary burden. 

A. Every country has borne it and it has been considered 
justified there, and there is no reason why it should not be 
justified in India. 

21664 Q. Your Committee thinks that unless a policy of 
protection is adopted there will be no industrial progress. 

A, We have seen the result of the last 50 years. Pro- 
gress under free trade has been slow and stunted. 

21665. Q. You also believe that the future prosperity of 
the country depends largely on its industrial growth. 

A. Yes. 

21666. Q, You say that much of the unrest and discontent 
is due to the position of economic subservience into which 
In^a has been driven P 
A^ 'Well, Mr. Montagu himself has said that 


2 1667. Q. Oar economic condition will improve consider- 
ably if an iiiia^strialis.ition ii ejected ? 

A, It is not the sole panacea. There is room for develop- 
ment- in agriculture. But this industrialisation is a very 
important one. 

2166:1. Q. Now there is a doubtful point which I want to 
clear up. in your auswer to Question No. 24» you say that 
the wages of the iudastrial wage-earner will increase. Do 
yea think that the increase will be proportionate to the rise 
in the prices ? 

A, It is very dificalt to say. We are only talking re- 
latively. ^ Whether it woald be movable to the last decimal 
fraction it is very dilficult to say. 

21669.^ Q. 2dy object in asking this question was that in 
determining the extent of protection we will have to take 
into consideration the eifect cf a rise in price on the three 
classes : The agricultural classes, the iudastrial classes and 
the middle classes. 

A, I should have thoaghi that it would have been taken 
for granted that a certain amount of sacrifice will have to 
he made for the increased production in the future, 
Committee is prepared to say that all the classes should 
make this sacrifice. To what extent these classes will he 
affected is a matter in which your Commission will he able 
to give more information than my Committee, 

2i670. Q. I take it your Committee is opposed to the 
policy of Imperial Preference ? 

A, Yes. 

21671. Q. Because, I take it that your Committee thinks 
that it will mean no gain to India : on the other hand it will 
mean a certain economic disadvantage ? 

A, Yes. 

21672. R. a. Mant ; — Q. Mr. Purshotamdas, can 
you tell me what interests your Chamber represents, — I 
mean industrial or commercial ? 

A, All the prominent Indian industrialists are members 
of our Chambei, all the prominent Indian merchants are 
members of our Chamber, and all the prominent Indian 
bankers are members of our Chamber. • 

21673. Q. Importers and exporters also ? 

A* When I said merchants 1 meant importers as well as 
exporters. 

21674 Q, You represent all the Indian trades and indus- 
tries of Bombay ? 

A. That is what we believe. We have as our members 
various special associations, the Piecegoods Merchants’ Asso- 
ciation, tne Grain Merchants’ Association, diamond mer- 
chants, pearl merchants, tobacco merchants, — ^infact we 
have been claiming that we represent the Indian commer- 
cial community in Western India. ^ 

21675. Q. But only the commercial community, not the 
agricultural community F 
A, I do not think so. 

21676. Q. In answer to Question No. 11 you say^ that you 
favour the imposition of minimum protective duties on all 
imported articles. The President has already discussed with 
you but could you tell me what you mean by riie term 
minimum protective duties ? 

A, A protective duty to be added to the revenue duty 
with the intention and for the purpose of giving protection 
to the industries covered by that duty, that minimum being 
liable to increase according to the special cases that may be 
made out by the industries concerned- 
21 77. Q. What do you mean by, the term * minimum ’? 
X As I told the President it may be 10 per cent, or 7^ 
per cent., or any other ligure. I do not mean the figure 
required for each and every industry : I mean the least 
figure that will have a protective effect. It may not be the 
figure which will have a protective effect in the case of any 
l^xticular article, but considering the various articles that 
are imported into India I take it that your Commission will 
he in a position^to say that such and such a figure will be 
the immediate average for all the imports. That figure 
we had in mind as the minimum protective duty; 

21678. Q. And you are going to add that to the present, 
revenue duties ? 

A. Yes. 

21679. Q, Even supposing that the present revenue 
duties may in effect he a high protective duty ? 

A. We Want the imposition of a duty which is liable to 
adjustment according to the interests of the various indus- 
tries concerned. We want something which could be 
moved up and down not merely for the purposes of revenue 
but specially because it would help an industry to be built 
up in the country, - - 

21680, Q, I understand your ideals to have a fixed' duty,. 
— an, all round rate,'— and then., to increase' it, 
industries? - ' ' V 

A. Tbatistheidea^" ' 
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1^1681.^ Take the case o£ say, matches, which are Uxed 
to-day at 12 annas a gross, and will now 1 understand he 
taxed at He, 1-8-0. That tax will amount to about 80 per 
cent, (^d valorem on present j)rices and will in effect he a 
protective duty. Do you propose to add another 10 per 
cent, to that, if the average minimum is taken to be 10 per 
cent.? 
i M. Yes. 

21682. Q. You will add your flat rate to that ? 

A, Yes. 

21683. Q. And in the case of certain manufactured goods, 
which are at present on the free list, such as wood pulp, 
there are so many such articles, would you add your 
minimum protective duty to them also ? 

A. 1 would add the minimum on all manufactured 
articles imported, 

21684. Q, You mean even those which are imported free 
at present ? 

A, All those should be taxed as long as they happen to be 
manufactured articles. 

21685. Q, Well, I have only just had the time to glance 
at the finance Member’s speech. I think in many cases he 
has put up duties for revenue purposes as high as he thinks 
the industry can bear. If he puts them up further he will 
get less revenue. He quotes the case of tobacco. He does 
not put on a higher duty because he considers he would get 
a smaller revenue. Now, you want us.to put an all round 
protective duty on the top oi these revenue^duties. If you 
do, you will be coming up against the Finance Member. 

A, Is there not a difference between revenue duties and 
protective duties ? In the case of revenue duties 'you look 
at the Rs. as. ps. that they would yield ; in the case of 
protective duties you ask , How will I build up the • 
industry P” TherSore, reduce the revenue if ^ you think 
that lihe addition of the protective duty is going to affect 
your income, it is a question of examining these things 
from the immediate loss and the future gain. If you are 
going to lose in immediate revenue that is no reason why 
•the ludustry should he retarded. If the revenue from 
certain articles is reduced, the protective duty will bring in 
money from certain other articles which did not yield 
revenue before. 

21686. <2. Then the ifinance Member might lower his 
revenue duty so as to neutralise the effect of your protective 
duty? 

A, Yes, under the special circumstances to which you 
refer. (Mr. Muzumdar); I think any reduction in customs 
would be counterbalanced by increased production of more 
wealth within the country and the Government would 
receive more by way of income-tax from the factories which 
produce goods which were not produced before. 

21687. Q. Turning to the question of foreign firms, you 
explained to the President that one of the reasons why your 
Chamber suggested that half the capital of the firms should 
. be offered to and held by Indians, was the danger of f ore%n 
firms coming in here and forming, I understand, large 
combines and ruining the local industries, such as the cotton 
mill industry in Bombay, by cutting prices. 

A*. I mentioned the soap industry and the oil industry. 

, 2168$, Q, L want^to ask you how having half the cagpital 
stibsofibed by Indians will stop an operation of that kind. 

Ai You will see that the answer to Question No. 18 is 
divided into two separate, paragraphs. The second paragraph 
r^othing to do with the first which deals with the 
subscription dE capital. The second paragraph deals with 
an extoordiuary thing, which I think we may be told is a 
pure ^ freak of the. imagination and nothing else. We 
- suggest that the Government should watch it and ask the 
firms to close up,, if necessary. The matter dealt with in 
the fijgstp^'agraph is Bcrmal: that.is the case of foreign 
firms coming here ^ and starting industries. We say that 
under the extraordinary oircumstances mentioned in the 
second paragraph, that is if there was such a combination 
between- the foreign interests working hOre and ^similar 
interests outside, and if it was proved -to the satisfaction of 
the Government that they were selling their wares at .an 
actual loss, the Government of India should have power 
to call upon them to produce their accounts to ask for 
reasons why they should not he ordered to wind up, and to 
order their winding up if necessary, 

* 21689. Q. But even if these films have half their capital 
in Indian hands, there might be combines among them ? 

' J., It is a possibility, . . 

21690. Q, Is there not an equal possibility of Indian 
firms combining ? “ . - . 

Having coimections abroad with foreign firms ? 

. Indian firms^thay cbmbmeainm^" themselves P 

‘ 9Efeat'k‘quite a different thing* 'Foreigners coming 

^^Jng here and having sympa&etic* interest 


outside is a possibility which is more dangerous than the 
other one. 

21692. <2. You do. not ihink the other thing is a possibi- 

A. It could be conti’olled by Indians here by legislation, 
21693. Q, You contemplate anti-trust legislation general” 
ly, — not only against foreign firms, but against all combines P 
‘ A, Yes. 

21604. Q. You anticipate greater danger from foreign 
firms ? 

A. In fact that was what my Committee thought should 
be done to avoid it. 

21695. Q. In regard to comptinies yon suggest that hall 
the capital should be held by Indians. Would you have the' 
shares separately marked to be held by Indians ? 

A, No ; I do not think there need be any racial distinc- 
tions in the shares at all. Their share registers will show. 

21696. Q, If I wanted to buy certain share from a 
foreigner, I could settle it then and there. But if I bought 
from an Indian there would be this difiSculn" that subse- 
quently after the transfer, the company might say that it 
cannot be sanctioned. Would that not be a handicap P 
A, It would be a handicap for both. My Oummitlee 
realise that it cannot be got over at present. 

21697. Q. I understood you to say that you do not see 
why the Indian shares should be of less value than the 
European share, 

A. I still contend ihat neither will be of less value, 
bath will he of equal value. 

21698. Q, You admit that there would be difficulty in 
selling tbe Indian shares. 

A. As I said, at the start there will be certain handicap, 
21699. Q, An European could sell his share more easily 
and would therefore get a larger price than an Indian. 

A, 1 do not see that ; but even supposing such a thing 
is possible, it can be got over by the special oireimstanccs “ 
in which India is placed* 

21700. Q. I only ask this because I under.stand you to say 
that you do not see why thei*e should be any differendc in 
value. 

A* If all the Europeans want to sell, their shares also 
will suffer. 

Sir Montague Wehb-r' 

21701. There is twice the market for Eiiroj^ean shares, 
because the Europeans can sell anywhere. The non-Indian 
shares will have twice the market. 

X Why? 

Mr. Mant — 

21702. Q. The Earoi^ean can sell to Indians also. 

A. Yes, the Indian public will be quite prepared fur that 
sacrifice. 

51703. Q. In answer to question 20 in regard to the increase 
in cost to the consumer your Chamber says that no man xs a 
consumer alone and so on, and that' the consuming and pro- 
ducing classes^ are for all practical purposes one and the 
same. You said that the Chamber does not I'Opresent the 
agricultural interests, I want to know whether in giving ' 
that view you had considered the interests of the agricul- 
tural producer. 

X X may say, Sir, that although my Chamber does not 
represent the agricultural interests, I may almost say that 
thei*e would not be a single case put forward where my 
Chamber would overlook the agricultural interest 5 ifi* this 
case also we have borne in mind the agricultural, interest, 
out looking at the sum total of it we feel that what we say 
there is in the best interests of the country as a whole and 
the agricultural interest is only a part. 

21704. Q. You say the consumer will not lose because he is 
a producer. This I understand is your main point. But in 
your scheme the agriculturist as a producer will not benefit, 
because his costs will be increased, while he will get no 
higher price for his produce, How will it benefit him as 
producer ? • 

A, (Mr, Madaa) ; The position is this, the agricultural 
population,, as I pointed out some while ago, do not buy 
any large part of the imported goods and so the burden 
that is . being imposed, will not directly pass on to them. 
There will be some part that is passed on but it will be 
only partially. Then again, if industries are developed in 
the countiry lahourris bound to be withdrawn from agricul- 
tural are^^^d this is bound to raise the general level of 
wages, 

21 705. Qt Excuse me for interrupting. How- will - this 
benefil^the s^ictiitural producer, the man who has toraise the 
produce from the land and who has, to pay higher wages P- 
A, (Mr. Madan): The owner of.the l^d, the zainindar 
may not get the advaaat^e^hut %e bulk of the population > 
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is agricultaral labour, wbo earns daily wages. The bulk 
of the producer is not the owner of the land. 

21706. Q. I think we Lave discussed this question before. 
A, (Mr. Madan): Yes. If the consumer suffers at all 
by any higher burden on account of the import duty he 
will be compensated on the other side. That is what I am 
trying to point out in my explanation, 

21707. Q, The agricnltural producer will suffer and you 
said, I think, he has got to suffer. 

A/ (Mr. Muzumdar): Generally speaking if the indus- 
tries of the country are developed, the purchasing po^ver of 
the country also develops. Therefore the agriciilturist 
would receive more and at the same time his purchasing 
power also would increase, !N‘ew wealth will be created. 
Of course it will take a large number of years. 

21708. Q. You think that eventually the prices of 
foodstuffs will rise as well as of other raw materials just as 
much B.6 the manufactures P 

A, (Mr. Muzumdar): Yes. That is the phenomenon 
that is going on all oyer the world. If more wealth is 
produced, prices must rise. 

21709. Q. Your Chamber is strougly opposed to any policy 
of Imperial Preference. I do not want to go at length into 
this question. I want to ask you only on one point. You 
say if preference was given to the United Kingdom the 
result would be that foreign articles would be imported 
through the United Kingdom under British guise. Do you 
know whether that result has actually occuiTed in the case 
of the colonies which give the United Kingdom prefer- 
ence ? 

A, As far as India is concerned, it has been the practical 
experience of some of our members that articles do come 
through the United Kingdom oh the way to India, for 
instance from Germany. ' 

21710. Q. India at present has no preferential tariffs. 

A, That is not owing to differential import tariffs, but 
owing to certain restrictions of direct import from there. 

21711. Q. There is already a considerable trade between 
England and the colonies under this preferential system. 
Surely this objection which you raise hei*e would have been 
felt there if it is a valid objection, 

■ A. My Committee have not enquired into that. 
Therefore, I am afraid I am not" in a position to answer 
that. 

21712. Many countries have differential duties against 
other countries. Japan for instance, has one tariff for some 
countries and another for others. They have not found any 
difficulty in applying differential taidffs. 

A, I have no information. (Mr. Muzumdar): His 
Majesty’s Trade Commissioner of India in Ceylon says in 
' Ins latest report — every effort shonld he made to stimulate 
imports of Indian produce and manufactures to the 
United Kingdom and to retain our valuable entrepot trade 
^ wbicb has — ^in the past — been of incalculable benefit in sti- 
mulating British exports. 

21713. Q. I do not see the relevancy of that to my question. 
My question was, has any difficulty been experienced in the 
case of trade between the United Kingdom and the colonies 
n. which give preference or in the case of foreign countries 
which, have differential duties against other countries? 
That is my question. 

A. (Mr. Muzumdar); As Mr. Purshottamdas said, I 
cannot answer. 

21714j. Q. I thought you were trying lo answer. 

/ A^ (Mr. Muzumdar): I thought of answering in a 
general way. 

21715. V- I wanted a specific answer. We need not 
digress over the - matter. Your Chamber ends the note by 
saying that economic, death means every other death. 
Po you think that the trade in Bombay shows any signs 
of economic death P 

- ITp, I think 'Bombay is alive, we do not want 
it to die* ^ 


21720. Q. It has been suggested to us that if there was a 
predominance of Europeans or rather foreigners in the 
industries they will always be against the legitimate poli- 
tical aspirations of the Indians. Do you think there is any 
truth in that statement ? 

A, Do you mean to say that European iudusiries in 
India would hamper our political aspirations? (Mr. 
Muzumdar); Do you mean political growth ? 

Sir Edgar Holherton — 

Surely this will make the matter very complex. 

Mr. Birla — 

21721. I simply put in before Mr, Purshottamdas, because 
it has been suggested to us by one of the witnesses we ha'v^ 
examined. I want to know if there is any truth in this 
statement. 

A, If I said, yes, you would ask for an example. I do 
not know whether this has been the case.^ It -is quite 
possible that there may he such an impression in the minds 
of the Indian public. But I cannot say what grounds 
there are for such an impression. 

21722. Q. Do you think there is such an impression? 

A, Yes, there is such an impression, hut I do not know 
to what extent. 

21723. Q. But is there such an impression ? 

A, There may he. . ~ . 

(Mr. Muzumdar) ; Do you mean that vested interests like 
the English Chamber of Commerce who would naturally he 
represented in the Council of State and in the legislatures 
of the country" would shape our will in the interests of the 
industry, or something like that ? 

21724. Q. Yes. 

A, (Mr. Muzumdar) : It is difficult certainly to give an 
answer, 

21725. Mr. Mhodes , — There are three European members 
in the Councils *; has there been any criticism of them in the 
Council of State P 

A. (Mr. Muzumdar) ; The English Chambers have not 
necessarily taken the same point of view, as far as the 
Indian interests are concerned, as Indian Chambers would 
have. Sometimes our interests are in conflict, 

21726. Mr. HzWof.— Besides the employment of labour, 
can you tell me what more benefits there would he by 
the es-feiblishment of foreign industries ? 

A. Besides the employment of clerks, I am afraid I do 
not know anything,else. 

21727. Q. Would you think it is in the interest of India 
that we should have some restriction that at least 50 per 
cent, of the capital should he Indian P 
• A. Yes. 

21728. Q. Don’t you think it will be a handicap more 
to the Indian investors rather than to European investors ? 

A. Yes. 

21729. Q. You think the Indians are quite prepared to 
make that sacrifice and you think they could reasonably 
sacrifice to that extent ? 
a: Yes. 

2173U. Q, In the latter part of your answer to Question 
No. 18, you^say, ‘ It is possible that non-Indian firms estab- 
lished in India to take advantage of the protective tariff, may 
try to make common cause with their interests abroad and in f 
their strength use unfair means to strangle newly born Indian 
competitors/ Do you think that foreign shipping used 
unfair means to strangle the newly horn Indian shipping 
companies ? At present is there any such undue competition 
between foreign shipping and Indian shipping companies ? 

A, I am afraid the Indian shipping companies are yet 
so small in stature and in size tibat the foreign shippings 
have not attempted to put them down. But it is quite 
possible that if the Indian shippings do assume any size 
there will he that competition. 


Mir. 

21716. Q. Do you think the development of industries 
.by foreigners will contribute to the national wealth to the 
same extent as if the industries were developed by Indians? 

A. Development by Indians is preferable. 

21717. Q. Do you think it will contribute to the national 
wealth to a greater extent than if the industries were deve- 
loped by foreigners ? 

A. Naturally. 

21718. Q, Do you tbink that the foreign managed 
industries will offer the same scope of employment in the 
higher anointments to Indians? 

A. It has not been so till now. 

21719. Q. That is your actual experience? 

A. It is tlse acknowledged experience of everybody* 


21731. Q. If there is such unfair competition between the 
foreign shipping and the Indian shipping, would you 
suggest tht the Gover nment should come to the rescue of 
the Indian shipping companies P 

A, What the Committee say in paragraph 2 of the answer 
to Question 18 is not oh all fours with the analogy of ship- 
ping. I am quite prepared to go on with the shipping ana- 
logy, hut what is suggested here is, in regard to industries put 
up in India by people who are working in league with the 
people who export to India. Ther^ore there is’noihfeg 
common between the two. - . - 

21732, Q. If there is such undue competition he 
Indian shipping and the foreign shiu|a^ 

gest that Government should to 
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A, Wliatever reply I give to this question will he my 
own, because you have asked nothing about it in the 
questionnaire. 

21733. President : — You are entitled to give your answer 
in your individual capacity, because it would avoid question- 
ing you in your personal capacity later on. ^ 

A, As far as sinpping is concerned, I think it is a very 
sore problem in India. In fact there are no Indian shipping 
companies of any status or standing and it is naturally 
therefore a high aspiration. 

2 1734. Q. Would you kindly tell me why there are no 
shipping companies here ? 

A, That will take me into the history of shipping enter- 
prise which I am afraid the time at our disposal will not 
permit. If you ask me as to how the Indian shipping 
could be encouraged, I personally think that the best way 
would be to restrict the coastal trade of India to cartain 
conditions that the Government of India may lay down. 
Anybody falling in a line with that would be allowed to 
touch at these ccastal ports- (I am saying this as loy ovm 
personal opinion). TSTo body who is not prepared to fall in 
line with it, should he allowed. Thus you would not only 
do away with competition which is against Indian interests, 
hut I think it is very necessary to watch and correct where 
there is any unfair competition by foreign powers. 

21735. Would you make any distinction ^ between 
foreign shipping companies and Indian shipping com- 
panies? 

A> 1 would certainly make between British and ioreign. 

217B6. Would you make any distinction between 
Indian and! British ? , 

A, The only distinction I would make is that the British 
should fall into line with the conditions which may be laid 
, down in such a manner as would give the Indian shipping 
encouragement. 

21737. Q. You leave the details to the Government of 
India ? 

A. I mean the Assembly. 

21738. Mr, Bhodes,' — Q. Mr. Purshottamdas, with regard 
to shipping I will go one step further. We have had con- 
stantly before us complaints about railway rates and^ the 
high cost of transport. We shall have more complaints, 
1 understand very shortly, when they raise it again. In 
your suggestion to Mr. fiirla, I have a good deal of sympa- 
thy. You would not, however, I take it, want any legisla- 
tion to encourage Indian shipping which would have the 
effect of raising freights round the coast. The Indian mills 
compete in Calcutta and probably in Eangoon and Madras 
markets with the Japanese goods. If we ean get cheap 
rate from Bombay to Calcutta, there will be more Indian 
goods. You would not encourage Indian shipping in such 
a way as to raise the rates which would handicap the estab- 
lishment of Indian industries, * 

A, I do not see that it should be necessary to raise rates 
in order to encourage Indian industry. But there are other 
handicaps and there are other small points which aliliough 
they may look small on the surface may have a far-reach- 
ing effect. ^ « 

21739. Q» But your solution would not he that particular 
one. 

If necessary I would try and avoid it, but if it* is 
, inevitable, I won’t say nay to it, 

^ 21740. Q, I do not ^uite like the expression to the discredit 

of British rule in India. I will read it another way. You 
hate suggested that the agriculturist should make certain 
sacrifice. You use the expression ' we should make certain 
sacrifice fpr the benefit of industries * which your Chamber 
represents. 

A, By ‘we ’ we mean ‘ Indians.’ 

21741.“ Q. But you are here representing industries and 
commerce and not agriculture. So if the sentence had been 
written like this — ‘ The fiscal policy of this country has 
hitherto been dictated by the vested interests in Bombay, 
be it said to the discredit of the Bombay Merchants’ 
chamber,’ you wo^d say that the statement is untrue. 
What I want to point out is that Britain went in for a 
policy which we are only-now investigating. 

A. Miev how many years rule in India? You are 
investigating it only now at the injunction of the Govern- 
ment of India, 

21742. Q. Of the Assembly. - ^ 

A, Which means with the consent of the Government of 
Indm. The Government of India -have been ruling in 
India for how many years ? 

-21743. Q, A century wc will say.' 

A, This surely should have been gone into 'and decided 
already with the consent of the .people and - after taHng 
their evidence, ' 


21744. Q. Then perhaps the word discredit would not 
have been used ? 

A, I fully agree that the word ‘ discredit ’ is a very strong 
one but I also think that when a ^ special commission is 
appo nted by the Goveniment of India for the purpose of 
finding out "the Indian sentiment and opinion it is better to 
talk frankly. The word ‘ discredit ’ is not unparliamentary 
and it is not meant except to show the feeling prevailing in 
^he Indian commercial circles. But the dife*rence that 
you seem to try to make, the difference between the agri- 
cultural and the commercial interests of India, I may be 
allowed with your permission strongly to protest against. 

21745. <3. Let me say, I do not make that assertion. It 
was a mere inference from 3^0111* remarks. 

A. I say it would have been a vei\y unfair inference from 
my remarks that we are protecting oiir own interests against 
the agriculturists. 

21746. Q. I would not have made that remark. 

A, If you had not, I won’t protest. But I certain!}^ feel 
that it is no good saying to the Indian Merchants’ Chamber 
or to any other Indian bod}" ‘ you represent 3’our interests 
only ; you don’t represent agriculture.’ Ma}" [ ask who 
represents agriculture, whose evidence have .vou taken and 
what have they said ? Can jovl tell me that ? 

21747. Q, Tliat is our biggest trouble. 

A, Is it wrong to say that we will look after them as 
best as we can and we will submit to you what is needed in 
the best interests of India, Why cut us out from the 
general Indian public ? 

21748. Q. That is m3" point. 

A, Exactly, Sir, if joix will only give us credit. 

21749. Q, I give you credit but I want 3"on to give 
credit to the British Government also. 

A, In our opinion we think that it is due to them. But 
you ought not to mind our telling you what we feel vei’y 
strongly and vei*y keenly. 

- 21750. Q, You criticise the past policy. 

X That is all. 

21751. Q. There has been a good deal of discussion in 
regard to Question E'o. 18. I have got a good deal of 
sympathy with what you have said here because I was 
brought up in a city at home where we had this constant 
danger always present in our minds of a German invasion of 
capital. This went on to my knowledge for 20 years and 
never matured. It was a scare which I think was merely a 
scare. ^ You have illustrated a very good instance in soap 
which is a very small^ and struggling industry in India but 
is a veiy powerful industry in a few hands in England in 
other parts of the world. 

A. It occurred to me casuall}", 

21752. Q. Soap is a much better illustration. Let no 
suppose Lever Brothers were to establish a” factory and sell 
below cost. How much of the consumption of India would 
you anticipate them selling? You are protected by a 15 per 
cent, import duty on soap. Let us suppose it costs 
Es. lOO. How it will be Es. 115. Let us assume that ordi- ^ 
narily a soap manufacturer could manufacture at Es. IIO4 
Therefore he has got a slight preference. I want you to 
explain what would he the action of this subsidiary company 
which may be set up. 

' A, That is rather more than I can answer. X tell you in 
what direction our apprehension is. Supposing this com- 
pany that you mentioned^ put up a factory and they begin 
to sell soap at a rate which the competing Indian manu- 
facturer finds makes them lose 20 per cent. 

21763. Q, We will say atRs. 108. 

A, One could understand the difference in price in the 
first six months and later on the Indian Industiy must go to 
the Standing Committee and tell “ what is this, we cannot 
understand it.” Eor superior supeiwision and for better 
administration one could allow for 5 or 6 per cent, reduction 
in cost hut when it goes beyond that there is surely room 
for enquiry. 

21754, Q, I want to explain the difficulty that Lever 
Brothers would be up against. They could not import soap ' " 
except at a very high value owing to the duty. 

A. Yes. 

21755. Q. If they are going to manufacture below cost 
the whole production. 

_ A, For a year or two, not permanently. ■ 

They are going to run into enormous losses. . 

1 §oing to manufacture the whole, there is 

menty of room for the new .companies to come in. 
they are selling at ^ loss, they are cutting their throats, 
Is-the danger real P 

A, It may not be. Is ihere not a possibility? " 
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S1757. Q. I don’t see the possihility. 

A, As I said it may he a remote possibility hut that it 
is not a possibility my Committee would not agrpe. That 
it :s a veiy remote possibility my Committee fully believe 
and hope and they have only mentioned this with a view to 
bring before the Comirission what they consider to be a sort 
of special circum#ance which may crop up hereafter. 

21758. Q. Youp view would be that this is not an 
immediate danger. 

A, 1^0. ^ ’ 

21759. Q, But if it was, you would advocate legislation. 
A. Yes. 

^ 21760. Q. I just want to make the position quite clear. 
Let us leave the words revenue and import duty and protec- 
tion out of the question altogether. J ust now we have got 
, a flat rate of 15 per cent. 

A, Yes. 

21761. Q: I understand that the view of yourChamler 
is that under the protection of 15 per cent, you would keep a 
watchful eye as to what industries show signs of developing 
and if you find that a particular industry requires a little 
extra protection, yon would go before the Assembly and get 
it : that is the alternative you advocate. 

A, 1^*0. All that we say is that if any special industry 
then wants more than the minimum, they would apply to 
the Standing Committee ana make out a case as to why 
they want more, and the necessary Increase may be given 
where it is justified by the case which they present. 

21762. Q. Yes'. The first preliminary is the 15 per cent, 
niinimum on everything in order to test what industries are 
likely, with a little extra enffeuragement, to stand on its 
own legs. You would have industries starting up in a« 
small way under the present protection of 16 per cent, and 
then when you see that these industries were practicable 
propositions with a little more help you would go to your 
Standing Committee and say * give me another 5 per cent, 
or 10 per cent, and the industry will go ahead.* 

A. Is the 15 per cent, protection minimum or the revenue 
duty that is on at present. 

21763. Q. I am not calling it protection. I am just 
thinking that there is 15 per cent. 

A, You suggest that 15 per cent, may he taken as 15 
per cent, protection.. My Chamber thinks that if this was 
enough-^it is 15 per cent, now ; it was something like 11 
per cent, last year — we might have seen some beginning in 
that direction. Before, the war it was much lower than that, 
it was only 7| per cent. 

‘ §1764. Q, Can you give me an idea as to what the 
minimum should be P 

A. No, Oyer and above the reveniie customs import duty, 
there must he an additional protective duty. 

21765. Q. I would rather abolish revenue duties for the 
sake of argument and have nothing hut protective duties as 
high as you like, 

A, What you want to ask is whether we have considered 
what the minimum should he. The figure has not been decid- 
ed by the Committee. The Committee thought that they 
could only indicate generally the direction they would like 
it .and that your Commission would be the best body to de- 
cide' the flgure. 

21766. Q. You made a very important point when you , 
pointed out that the raising of the duties sometimes kills 
the revenue hut in a case of protective duty, you don’t care 
if it does. Of course your aim is to protect. 

A, Yes. You don’t put on a protective duty forth© 
purpose oP encouraging the imports but for the purpose 
of encoui aging local industries. 

21767. Q. From the revenue point of view, excise duties 
in some form or other will probably he essentiaL As Mr. 
Muzumdar pointed out as you kill the foreign imports, 
you will have to draw your revenues from the industries 
of country. 

• A*' Yesi, hut excise is not the form, not the most desir- 
able for^n in which it is drawn, hut in the shape of taxes 
like super-tar, the natural forms of taxation. When Mr. 
Muzumdar said that the local industries should pay more 
taxes, I don’t think that he had in his mind the excise 
dutj but the other oi'dinary taxes. 

21768. Q. What I want to point out is whilst the coun- 
tervailing excise duty is strongly objected to by anybody 
who looks from the protectionist point of view, the excise 
duty for revenue purposes need not necessarily be morally 
wrong. * 

A, For revenue purposes ? 

21769. Q. Yes. 

A, I am ^ afraid that the sting of the whole thing is 
that the excise duty was put on not for revenue purposes 
but for the purpose of satis^ing vested interests, India 
never agree to, these excise dutie^. . ; 


21770. Q, Because of the history ! 

A. Yes, very bad history. 

21771. Q. Any excise duties which may in future he put , 
on, will have to he passed by the Legislative Assembly. 

A, Let this he abolished and we shall begin with a clean 
slate. I am afraid that the excise duty is doomed before 
the Indian Legislative Assembly under any circumstances,. 
Take this off first, begin with a clean slate and then say 
what you have to say. But as long as it is on the Statute 
Hook, it will never have the sympathy even of a moderate 
man. 

21772. Q, You have expressed my point. 

A, You don’t mind my anticipating it. 

Mr 8esh jgiri Ayyar , — 

21773. Q. Mr. Ehodes asked you whether the killing of a 
nascent Indian industry is not a remote possibility and 
whether it is not a fanciful thing. Do you remember the 
case of the Swadeshi Steam Navigation Company started 
in Southern India to ply het’t^^een Tuticorin and Colombo. 

A, We remember it well. 

21774. Q, It was largely eubeoribed by Indians. 

A, Yes. 

21775. Q, You know that three steamers were purchased 
in Bombay. 

A, May I point out Mr. Ayyarthat what my Comraitiee 
says in answer to Question No. 18 is not parallel to the 
Shipping Company. 

21776. Q. That is open competition, and you know as a 
matter of fact that the British I^dia Steam Navigation 
Company actually killed the new company by reducing their 
i-ates ? 

A, So we were told. 

21777. Q. T can tell you this. I was a shareholder. The 
concern was actually killed. It was not purely a fanciful 
idea. It is ' just possible that British films may so adjust ' 
their rates as to kill a nascent industiy. You want to 
protect yourself against a possibility of that nature. You 
know, Mr. Purshottamdas, that in other countries similar 
precautions had been taken as against f orei^ers establish- 
ing themselves. For example you will find that in the 
Alien Naturalization Act of Fngland there is a similar 
provision. The aliens are not allowed to hold shares in the 
mercantile marine of England. Y esterday we had. witnesses 
representing the Japan Cotton Spinners Association and 
they said that no shares were allowed to.he held by Indians. 

You say that there must he similar restrictions in this 
country also so that Indian industiues may thrive and may 
not he at the mercy of those who are likely to stifle it? 

A. Yes. 

21778. Q. Before I leave this point I should like to ask 
you whether any representations had been made by Indians 
to the Government of India as regards the shipping tod© 
that it should be largely in their hands 

A, As a Committee, we have not considered that at all. 

I think that our Chamber did not make any representation 
to the Government of India. A few months hack I'was not 
in India. I was away in England, That was not the time 
wbefi I was the President of the Chumher. What I said to ^ 
Mr. Birla and Mr. Rhodes was my personal opinion. 

21779. Q, There are one or two questions about the hand- 
loom industry I should like to ask, I understood you to say 
that the han<fioom industry is not economically a sound one, 

A, I did not say that. 

21780. Q. In answer to Mr. Jamnadas Dwarkadas you 
said that the handloom industry was not economically a 
sound one? 

A, I could not recall the words. It would he most remote 
from my mind to say that. 

2T781, Q. Yob. don’t believe that it is uneconomical ? 

A, I don’t knowhow I could have said that. 

21782. Q- As regards the handloom industry, you know 
that the Director of Industries of Bihar and Orissa says 
that 95 per cent, of the products of the handloom industry 
compete with the powerloom industry. I think that you 
said that there is no competition between the handloom and 
power loom industries at all. 

At. No competition between thein I There is competi- 
tion up to a certain point. I think in reply to Mr. Jam- 
nadas Dwarkadas I said that the excise duty does act in 
favour of the handloom industry. 

21783. Q. If the excise duty apart torn its history and , ^ 
apart from its very had name is, as you say removed as . 
excise duty which was imposed for the purpose of placatog. ' > 
Manchester and if we have an excise duty for the, 
of enc*»u raging the handloom industry, will 
objection to th^t P . . : 
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A, Call it anytli'iig else. I aixx not prepared to reply 
to this, on behalf of the Committee. Personally I should 
keep an open mind. 

21784. Q. You would not bt» opposed to it. 

J[. I could not say, but I would consider it. 

21785. Q. You know that there are six^ million people 
engaged directly iti th^ handloom industry in this countiy. 
There are a large number of other people also. 

A, I would sav this. Before I ask Gorernment to give 
the han'iloom industry any such direct encouragement by 
way of penalising the power industry I certainly feel that 
there are many directions in which the handloom industry 
can he materially developed. It would be better to help 
the industry in that direction first and then go on to the 
other question. 

21786. Q. You would not shut out the possibility. 

, 

21787. Q. How as regards the question about agriculture, 
whether agriculture is not likely to suffer by tbs labour being 
drafted from agriculture to the industries. In Bombay in 
consequence of the rural population having gcme to the 
industries, there are not as manv emisrrants outside India 
as there are in Madras and the TJnited Provinces^ In 
Madras and the United Provinces there are no industries as 
in Bombay. The result of this that these people find no 
work and mi^*ate from India to the great detriment of 
India and this leads to political complications. 

A, Yes. 

21788. Q. Therefore your view would he if there are in- 
dustries ' established in' Madras and in the United Pro- 
vinces the result would be^to give labour to these peojile and 
stop the migration. 

A» The surplus population wants employment and the 
industries would give it. Agriculture would not suffer. 

'21789. Q, There was some suggestion made, Mr. Pur- 
ghottamdas, that if an import duty was imposed, it would 
have the effect of enabling the agriculturists to’ store the 
gi'ains. Asa matter of fact if an export duty was imposed, 
it would have the effect of making them store. If there is 
no export duty he would go to the open market and sell his 
goods. If on the other hand the ‘agriculturist stores his 
goods, there will be the danger of looting and the danger 
of fiye. There will thus be no inducement for the agricul- 
turist to store up his grains. You are against the export 
duty. 

A. Because the export duty is collected at the expense of 
the cultivator. But C really could “not understand what 
connection there- is between export duty and the storing of 
goods, 

[The examination of these witnesses was concluded at 
this stage on the 1st March. They were again examined 
on the 2nd March.] 

Mr. T, F. Seshagiri lyer^ 

21790. Q. Mr. i'urshottamdas,'do I understand you hav- 
ing said on the other occasion that none of the existing 
duties will he sufficient as a protective duty P 
, A. WeU, I can reply to it like this. Sir, the revemie 
duties ^ they existed till now have not contributed to the 
promotion of industries in the country. 

2] 791. Q. That is true : there is no doubt about that. 
I am speaking of the recent rates. 

- .4' You mean the increased rates brought into force 
yesterday?. Probably they would he all right. 

21'792. Q. Then as regards the rate that existed before 
the date you gave evidence (that is on the 28th February) 
are you prepared to say that nothing that existed on that 
date would be regarded as sufficient to give protection ? 

Aa regards that I would like to read a letter addressed 
to me by Mr. Muzumdar to-day. . Mr, Muzumdar writes 
to me^ ■ " ‘ 

I ^ afraid there is some confusion in the minds of the 
Commission on the suggestions we made yesterday in our 
evidence on this subject. And I think it ought to he 
cleared up by a statement from you when they examine us 
this^^erapon. You submitted that the minimum amount 
of j^^enf/iaa^duty on all manufactured articles should be 
10 per p^t. and that that was to he over and above the 
duty at j^gent levied for purposes. Till yesterday 

the ^neral revenue duty stood at 11 per cent. gA valorem. 
On that basis we should have a protection of 21 percent. 
But it wouldbe open to the Government of India at any time 
to the revenue part of the duty, say, to 6 per cent., 
and wo should then be left with a j^otection of only 
per cent. A nd since Government would realise 'the pro- 
ceeds from the protective part of the duty also, they might 
not be interested in keeping up the level of the revenue 
part, of the duty. It would not he impossible for them 
some day to reduce the revenue part to, say, zero, and we 


should then be left with a protection of not more than 10 
per cent. — that is to say, we should be no better off from the 
protective point cf view ! 

Such a negatioh of the very object of levying a suficient 
amount of px-otective duty must be guarded against, and 
i would suggest therefore a sort of proviso to the recom- 
mendation we have made to the effect fliat in no ease 
should the combined extent of the revenue and protective 
parts of the duty fall up below' 2^'^ per cent,, or, I would 
even go further, "/6 per cent. ” 

21703. Q. If a 20 or 25 per cent, protection is imposed 
would it not tell heavily on the consumer ? 

A. Well, Sir, for i*c venue purposes, it has not been con- 
sidered to tell heavily on the consumer. Why should it 
tell heavily on the coxisumer if you look at it fronx the pro- 
tective point of view ? For revenue purposes the duties have 
been raised without consulting anybody and whatever was 
considered necessary has been put on. 

21794. Q. There is only one more point. You have seiwed 
as a member of the Railway Committee, There has been a 
great deal of complaint as i*egards the incidence of tran8]>ort 
charges, and the justification has been that a long lead cost 
less per mile than a short lead and so on. What is your 
view P 

A. A 8 far as that question is coucerned the Railway 
Committee took the view that their terms of reference did 
not include this pai'ticular item. A s you may remember, 
Sir, it was a question whether the railways, when the 
contracts with the companies expired, should* ho managed 
by tbe State or by the companies. The Committee, there- 
fore, decided that it was not ]iai‘t of their duties to go into 
details, but they did recommend a sort of tribunal to go into 
each individual case. The tribiuxal should consist of one 
railway official, one representative of the commercial com- 
munity and one lawyer. The lawyer shoxxld be tbe Pivsident 
and should have some knowledge of commercial and espe- 
cially railway matters. Sir William Aeworth, who was^ the 
Px*esident of that Committee, vei’j strongly felt that with a 
similar organisation in England they ha4 been able to get 
round every such grievance. We felt and I was one of 
those who felt, that the railway committee should not go into 
the individual cases. There was a great deal of grievance 
put forward about tbe difference in treatment between 
English commercial bouses and Indian comxxierml houses. 
If we have such an ox'ganisation, and if the right sort of 
men are available — it should not be difficult to get them — 
all our grievances would be redressed. 

Mr, Coyajee — 

21795. Q, In your answer to Question Ho. II you favour 
the imposition of minimum protective duties on all imported 
manufactures. How don't you think, Sir, that the alterna- 
tive of granting protection, only for the most ' promising 
industries holds out larger chances of success P 
A, There is a great deal that can he said on both points. 
Our Committee did go into that very thoroughly. They felt 
that in the^ case suggested by you the responsibility of 
deciding which ai’e the most likely industries which could be 
developed in the future will fall on a Committee the mem- 
bers of which may not be in touch with every industry. 
They further thought that in view of the financial state ,of 
India, perhaps their scheme would be the best way of 
meeting the case. At the end of 10 or 12 years the whole 
situation might be review'ed and the import duties, if they 
were considered unnecessary in any case, might be 
remox ed. 

21796, Q. If the most promising ones were selected there 
would be an immediate increase in the production of those 
industries and the prestige of protection would he increased 
and capital would be forthcoming more readily in the future 
for other industries. 

A, That maybe true, hut we have to look at it from the 
other point of view. Would this minimum px’otection work 
to the detriment of the most promising industiues ? I think 
it. would not prevent the most proihising industries from 
being established and it would.bring more capital. The only 
objection that could he urged against our proposal is 
that it would handicap the imports of other commodities 
which are not likely to be manufactured in India. 

21797. Q. And as a corollary, I suggest, it -might dis- 
courage our exports. 

HowB , . 

21798. Q. If we are not Importing from other countries, 
how they can import from us ? 

A, That is a large question. Other countries buy from, 
ns because they want our goods. If .we do not produce 
- the ^oods on which we impose a protective duty, we wodld' 
^ continue to import those goods. I dc not believe that any 
country buys for the convenience of IjdSs^ 



m 


2l?99. Q. “TOat I was most afraid of was tliat it might 
lead to indiscriminate experiments being made by people, 
which if they result in failure, might put bach deyelop- 
ment. 

A* It would be most desirable to guard against any such 
indiscriminate experiments, but as you know during the 
last boom period, even without any protection, people did 
rush into industries indiscriminately. I do not think you 
can prevent by any method people rushing in by over- 
enthusiasm. 

2l8t:0. Q. The war gave us protection all round and 
thereby gave rise to indiscriminate experiments and some 
of them have failed. That might prevent capital coming 
to even promising industries. 

A. The pity of it is that protection was of such a short 
duration that it took very little time for those industries to 
go to the wall as soon as the war conditions expired. 
People did not realise that that protection was only tempo- 
rary. 

21801. Q. In answer to Question No, 19, you say : " In a 
conflict of interests, the balance of advantages to the country 
as a whole should be the determining factor in any» solution 
that is applied. ” We welcome that suggestion, because 
some conflicts have come before us, e.y., the conflict between 
steel, machinery and finished .goods, "if we give protection 
to steel the price of steel will rise, and the makers of machi- 
nery will have to pay a higher price for their raw material. 
If to satisfy them you give protection to them also, the 
manufacturers of finished^ goods sufEer because they have to 
pay a higher price for their machinery. This sort of con- 
flict of interests arises. Now, what sort of test would you 
apply in such cases to decide which of ' them should receive 
protection, and in what measure P 

A. (Mr. Muzumdar): I think, Sir, it will not he difficult 
to decide on the balance of advantages spread over a long 
pex'iod of time. In all these I think you have to take a 
long view of things. It may he that the iron and steel 
industry will get encouragement if we have a sufficiently 
high protective duty. To that extent we should be able to 
manufacture the products of a key industry that is very 
necessary to this country. Later on, if half a dozen com- 
panies spring up in India, prices will automatically come 
down, and we can have the raw material for machinery and 
other things at a cheaper rate. You assume that, the price 
of iron and steel will always remain high, but I assume 
that it will hot. 

,2180^. Q, So, if you take a long viow of things, you 
would give piotection rather to the basic industry ? 

A* Yes, but there is no r^son at the same time why we 
should not give it to other industries also. We should not 
he dependent always on the foieign manufacturers of 
machinery. .s 

21803. Q. How would you distribute the protection 
between these P 

A* The iron industiy has made a good heginnin| and it 
is suffiering at the jiresent moment by competition from 
other, quarters.^ People are selling iron and steel below the 
cost, of production. ' Therefore there is a reason for high 
protection up to 33| per cent, in the case of iron and steel* 
In the case of machinery we have still to make a beginning 
and I should not consider that case as urgent as the ease of 
iron and steel. 

Sir Montagu Welh — 

21804. Q. I have been studying the memorandum of the 
Indian Merchants" Chamber and Bureau, and I confess 
I have , read your remarks about the economic death 
with considerable surprise,— -surprise because I have 
hitherto regarded Bombay as the second city in the 
Empire, and I believe there is a great group of industries 
in this country greater than in any other tropical countries, 
' and I have always regarded Bombay as ve y progressive 
and highly prosperous. In this part ci the coJintry more 
'than in any other, I think, 'we have seen from piacHcal 
exp^ence that Indian genius and Indian enterprise has not 
only isuc^eeded in holding its own, but there is no doubt it 
is steadily ousting British enterprise. That is not the case 
in Bengal or Madias, but in this Presidency it is the case 
that Indian enterprise has made very great progress. 
Therefore, I have read with great surprise those references 
to the economic death which is staring you in the face 
iinless a system of protection be adopted. I cannot help 
thinking that Bombay merchants are unduly pessimistic. 
What makes you think that the position has become so 
dangerous? 

A, I am glad to hej^r your flattering references to 
Bombay and the Bombay Presidency, but the evidence that 
has been submitted to you has not been based on the condi- 
tions in Bombay^ hut on the conditions all over India. If 
you admit that in Bengal and Madras there is a good deal 


to be done, I think we are quite justified m^makiflg thos'e 
remarks. Our remarks reflect not the conditions that exist 
in Bombay alone, but the conditions that exist all over 
India. I wonder whether those remarks, as reflecting 
conditions throughout India, would suiprise you. 

21805. Q. Coming from the Bombay merchants I thought 
it expressed the Bombay conditions. 

A. I am sorry. We Bombay merchants are riot sO short- 
sighted or selfish as not to look beyond Bombay^ I assure 
you that we are trying to look beyond the Bombay Presi- 
dency when an all-India question comes before us. In vie^ 

* of this, you won’t be surprised. It is quite accurate, I 
think. , 

218n6. Q. Not at all. There is no part of the British 
Empire in the tropics where there has been so great a de- 
velopment of industries as in India. If I am mistaken will 
you tell me? We have got in India the biggest cotton 
industry in the British Empire, the biggest jute industry ; 
then there is the iron and steel industry. I do feel that 
your remark is an exaggeration and that it is unduly 
pessimistic. 

A. Do I understand you to say that there is not much 
still to he done. Do you think that we have done so much 
in India that we can flalt<^r ourselves and say : ** Hallo ! 
what fine fellows we and our forefathers have been.” My 
Chamber has said that there is still mudh to be done. They 
feel that if protection had existed a quarter of a century 
ago, we would have advanced much more than we have 
done. Considering the size of India, there^ is so much more 
that remains to be done. If we are pessimistic at all, it is 
bt^cause there is so much to he done and so little has been 
done. 

21807. Q. Personally as a very old resident of this 
counti-y, I da not share your pessimism. I think the pros- 
pect is promising. 

A, We hope your optimism will prove true. 

21808 Q. Please refer to your answer to Question No. 
23. Am I right in thinking, from your wording of the 
^ last two lines there, that your association believes that a 
tariffi more than anything else vsrill foster the growth of 
industries in this country ? 

A. The tariffi is not the only thing nor the main thing, 
but coupled with other things the tariff is a very ^ necessary 
thing. As you know when the Industrial Commission was 
appointed, this question was kept out of its terms of 
reference. A special Commission has now been appointed 
to examine that question. Therefore you can realise the 
importance of the tariff. To say that the tariff by itself 
wifi solve the problem will be as far from tie mind “of the 
Indian Merchants’ Chamber as fi*om the mind of anybody 
else. 

21809. Q. But some Bombay merchants told us yesterday 
that the {ariff was 95 per cent, of the problem and the 
balance was 5 per cent. 

A, I am not here to criticise what others have said before 
you yesterday. My Chamber feels that the tariff is not the 
only thing for the regeneration of India* 

218 JO. In your reply to Question No. 18 you have in- 
ti’oduced the idea of controlling the holding of capital, and 
I think your point of view is that you would prefer that 
the economic development ot the country shoxdd proceed at 
a slower pace rather than it should he carried forward by the 
aid of foreign capital uncontrolled? 

IS it* 

21811. Q. Xs there anythins: in your experience at the 
present moment to prevent Indians holding 76 per cent, or 
80 per cent, of the capitil of any company or firm ?’ 

A. There is notling. ^ ^ 

21812. Q. Could you give me any rough idea, or are there 
any statistics to show what percentage of capital is held by 
Indians in this Presidency ? 

A. In what sort, of concerns ? 

21813 Q. In limited companies. 

A, I should think in Bombay Presidency quite a big 
proportion would be I eld by Indians. 

21814, Q. Most of the capital, surely ? 

A, Quite possible, but I am not aware of any sUtistics 
that are available as to what proportions are held by Indians 
and non-Indians. 

21815, Q. I wondered if you had any experience^ which 
led you to think it necessary to introduce this^ legislation 
for the future, whether anything had happened in the past 
which necessitated such a legislation for the future. , T 
know of nothing. With the imposition of a tariff lie 
promotion ofiMustries here is going to he at the 
of the people or this country, isn’t it so ? . . 

X Yes. - , . ‘ 

21836. Q. I do not know of any other ' 

which proceeds on these lines. ‘ 
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A* The condition under 'w^hich India no\r is esceptionaL 
Can you point out any parallel to that ? If some extra- 
ordinary precautions are suggested, is that out of the 
way ? 

21817. Q. You consider that these precautions are neces- 
sary, because of the additional inducement to industrial 
enterprise which will be brought about bj^ the protective 
policy to be introduced ? 

A, Yes. 

21818» Q. Does your Association recognise that the 
policy of protection is at the expense of the great mass 
of the people ? 

A, It h&s been all over the world. 

21819. Q. Many orthodox free traders think that they 
have considei'ably improved by a system of free ti'ade. 

A. That is a matter of opinion. 

21820, Q. I say there are a large group of free traders 
who hold that opinion. 

A On the other hand there are prosperous countries 
like America and Japan which have progressed by a policy 
of protection. Is not the actual working likely to carry 
more conviction than mere theories ? 

21821. Q. I do not think so, because there has been I 
believe still greater progress in the United Kingdom duiing 
the last 50 years. 

A* In regard to that progress, I will have to turn to my 
friend Mr, Mu^umdar. 

^Mr. Muzumdar): If you only cast a glance over the 
past history you will find that England herself developed 
originally by tariffs. 

, , 21822. Q. For the last 60 years under a policy of free 
trade the progress of the United Kingdom has been greater 
than any other country. 

(Mr. Muzumdar): Exactly ; but that is after the founda- 
tion was laid. Why don't you go to the root of the 
matter? ^ 

(Mr. Purshottamdas Thakurdas) : We have been 

trying to ky the foundation of industry in India. If you 
want anything by way of comparison, you must go back to 
the original condition in which England was. Otherwise 
the analogy will not be on all fours. 

21823. Q. No^ doubt in the progi*ess of yeai’s we shall 
see as to which line of thought is more correct. 

A» I may submit Sir that half a century has shown wbat 
free trade bas done for India. I think ^ the determination 
of India to try the other policy is quite justifiable. 

21824 Q* I do not say anj'-hody objects to tiying. *1 
should not, for one, certainly. 

A. (Mr. Madan): If free trade is good it is surprising 
that every one of the self-governing colonies has discarded 
the free trade policy and gone in for protection and a 
heavy protection too. That shows that at least the bulk of 
the world do not agree with the conclusions come to by 
theorists. 

(Mr. Muzumdar) : Even in England there is a very 
strong protectionist element. It is not dead yet. 

21825. Q. Yes, we liave the safeguarding of Industries 
Act, a source of ridicule to many people^ 

■ 21826g^ Q, In reply to Question Ho. 30 your Association 
holds the view that no export duty should be levied for pro- 
tective purposes. In reply to Question Ho. 33 you suggest 
that such duties will not lower the prices for the.producer. 
A. That is it. 

21827. Q. Do you mean that you do not desire the pro- 
ducer of raw products to get less than he otherwise would ? 
'Would you give him the benefit of the world market? 

' A, Yes. 

21828. Q. The other type of producer, the producer of 
manufactured goods, you treat him diffeientlr fi-om the 
producer of raw goods ? " 

X,Yes; - 

21822, Of . Eet ua get clear of this. The producer of raw 
products is the agriculturist. “Who is the prodneer of the 
manufactured goods P Is it the labourer or the industria- 
list? 

As Buth combined, 

.. 21830. Q. You think it is in the best interests of India 
thatthe producer of raw materials should have the world 
markets at his disposal ? ' 

A, Absolutely so, 

21831. Q. How is the other producer, the industrialist 
at a disadvantage P 

A, He has to fight hostile tariffs in other countries. 
That is beyond our control. , 

21832. Q, Then with regard to Imperial Preference, 
suppose you omit the word Imperial andiSfcstitute the word 
Mutual Would you he opposed to a poliej of mutual 
preference that is to say, a policy in which there is an 
economic gain to hath sides ? 


A. Mutual between India and any other country at the 
discretion of the Assembly hero, is that the idea P 
. 21833. Q. Yes. 

A* Absolutely at the option of India and no body else, 
I mean not controlled by anybody else except tbe Assem- 
bly? 

21834 Q. Absolutely indepeiuhnt of any other country 
and based on economic gain? 

A, I dare say they may not. But are those conditions 
prevailing nt present so far as Imperial Preference is 
concerned P 

21835. Q. I personally have never dreamt of a type of 
Imperial Preference in which the gain is only on one side, 
I should certainly be very strongly opposed to it. 

A, It is on that basis that our position is based. 

21836. Q. If a policy by which you are perfectly free to 
negotiate for your own advantage is adopted you would 
have no objection ? 

A* Without the veto or sanction of anybody else except 
of the Assembly ? 

21837. Q. Yes, quite independent? 

A, Witbout any control from Whitehall P 

21838. Q. Yes. 

A. (Mr, Madan): Does it not come to freedom to nego- 
tiate commercial treaties? If you ask whether our 
Association is in favour of the Assembly having absolute 
freedom and control over commercial treaties, we would 
certainly say ^ Yes.* 

21839, Q. Ycu would not hesitate under these circum- 
stances to negotiate a policy of mutual trade preference ? 

A. Ho, when it is a kind of negotiation favourable to 
us. As far as our remarks are concerned I submit that 
those circumstances seem, to be rather remote. Our Com- 
mittee objects most emphatically to a policy of preference 
where the Assembly has merely to give its consent and 
everything is regulated from somewhere else outside the 
Assembly, 

21840. Q. I am not surprised at your Committee 
objecting to that kind of preference. 

A, (Mr. Muzumdar): If the balance of advantage is on 
our side, we should have no objection. 

21841. Q. In the conclusion of your note, you say that 
the cr j for protection in this country has been long sustain- 
ed. Have you no apprehension in Bombay of any shortage 
of labour to supply these industrial developments ? 

A, My pei’sonal experience is that our' industries are 
losing their best labour, capital nnd the technical 
knowledge. 

- 21842. Q. I am inclined to think that it will be very 

difficult to find adequate labour, adequate <apital and ad- 
equate technical knowledge. 

A. Supposing it was so, there are other provinces where 
there is no scarcity. Go to Madras, go to the Punjab and 
you do not find the same scarcity as you have here in 
Homhay, My Committee have not heard of any scarcity of 
labour. As far as all India conditions are concerned, it 
cannot be said that there is scarcity of labour. 

21843. Mr, In Bengal there is a shortage of 

labour. 

A. At certain periods it is quite possible that it is short, 
hut it cannot he contended that in India the difficulty of 
securing labour is such that industrial development is 
difficult. That is what I am trying to make out. 

21844. Q. Should I be correct in concluding that the fall 
in the production of coal is owing to the scarcity £>f labour ? 

A. So it has been contended and so we hear. Bxxt my 
Committee has not had any details to meet it and they are 
not in a position either to affirm it or contradict it. 

(Mr. M uzumdar) : May I say the production has certainly 
fallen owing to a certain extent to the use of labour saving 
appliances which are coming into vogue in other parts of 
the country. 

21845. Sir Montague -Does that imply shortage 

of labour P 

X (Mr. Muzumdar) : Ho ; it means saving of labour. It 
does not imply shortage. 

Mr. JPurushottamda’i Thakurdas , — ^It may be in certain 
periods of -the year, it may he due to special circumstances. 
I am afraid that 3 our esteemed colleague, Mr. Khodes, may 
he able to give details. 

21846. Mr, Rhodes , — think there is much difficulty in 
getting labour. 

A, All that I can say is that this is the first time that I 
hear that in India labour is short and that any industrial 
development in India is out of the question. I should be 
surprised to hear any such statement. 

21S47. Q. I do not make arfy statement. I merely suggest 
the progress of industrial development is based on la&ur 
and experience and capital that can be supplied. 
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A. As far as labour is cencerned I tKink my committee 
certainly think that all-India conditions do not want 
labour. 

(Hr. Muzumdar) ; In addition we have -already provided 
that steps should be taken by the Government of India 
directly to promote technical education, industrial educa- 
tion and general education and other things which we pre- 
sume will provide the necessary amount of skilled labour 
for our industries. 

21848. Q. In your concluding note you refer to the policy 
01 this country as dictated by vested interests in the United 
Kingdom to the discredit of the British rule in India. I 
think that this is an overdrawn picture. I think, the 
policy, if you will allow me to say so, has been dictated by 
perfectly bond fide and genuine belief that the interest of 
the consumer should be first considered. I a.m aware of the 
representations made by Lancashire in connection witibi th“ 
excise duty. But th^ whole of England is not Lancashire. 

1. think that the policy was dictated in the [hon&Jide) belief 
that ii was best in the interests of the consumer and that 
the interes!)s of the consumer should be considered first. 

A* Now with regard to your contention Sir, my Committee 
do not want to doubt it. It should, however, like to draw . 
your attention to what was said by Mr. Laing in 1861 when 
the import duty on piece goods was imposed. He said, 
‘Why I^ should not at once deal with yarn where the 
amount is small, the failure of the high duty palpable and 
the case urgent, because parties are actually building mills 
and importing machinery on the strength of the high duty.* 

I think that quotation leaves no doubt regarding tibe 
motive, 

21849. <3. Is this in connection with the excise duty ? 

Au, The reduction of import duty on piecegoods from 
Manchester. If that is what is on record, I do believe, 8ir, 
that you would give us credit for this that we have not 
overdrawn th«< picture. That is all that 1 contend, not only 
in the name of the Committee but in the name of the Indian 
Commercial community. I am quite prepared to say tibat 
there may have been bond Jides on the part of some, hut 
what has been the result P 

21850. Q. The result 'according to your Association has 
been the ruiu of India’s industries ? 

A. The ruin is that much more could have been "achieved 
than what has been achieved to-day. 

(Mr. Madon): May I point out one other feature in con- 
nection with the imposition of import duty. When the 
import duties were levied for the purpose of making up ihe 
defacit, they were ruled out from Home by the Seci’etaiy of 
^ State, because Manchester would not have it. It is a re- 
mark.ible fact that there have been several occasions on 
which not only has the Viceroy’s Council protested against 
the action of the Secretary of State, but even the Secretary 
of State’s own Council has protest^ and there have been 
occasions when it was disallowed merely by the casting 
vote. The position is this, it, is not a question 
of hondfides of the gentlemen that came to rule over us, the 
* ViceTOy or his Councillors. It is the question of a certain 
section of the English industrialists forcing their will on 
the Secretary o£ State, simply by the power of their vote 
and trying to crush our growing industries. There was a 
time when in 1894, when we had this exchange troubles, 
the Viceroy and his whole Council were unanimously in 
favour of the reimposition of the duty to recover the deficits, 
-an order came from Home, saying ‘You may have import 
duties if you like, but not on cotton goods.’ The whole 
Council opposed it. In spite of all this, to ‘tell us that it 
was all done hondfides for the sake of free trade and in the 
honest belief that free trade was good for India I^ say it 
was not so. It was a case of the strong man holding the 
weak. 

21851. Q. I have said that in my belief the policy 
was inaugurated and was maintained in the belief that the 
interests of the consumer should be paramount. 

President : You can hold your own opinion. 

A^ Our records do not support that. 

21852. Q. I hardly think I can call those ^ protests to 
which Mr. Madan has drawn our attention by the Viceroy 
- and the Members of - the India Council as discreditable to 
British rule. 

A* Mr, Madan : Not the Government protests. I say 
that the gentlemen who came to rule over us saw eye to 
eye with us. But they were ruled out by Manchester. 

21853. Q. (Mr. Purshottamdas Thakurdas) ; It is the 
policy that is discreditable, neither the protests nor the 
‘ persons, 


Mr. Narottam Morarjee^ 

" 21854, Po you know that England has levied a duty 
of 33| per cent, on foreign motor cars ? 

^ A. It is quite possible, I am not aware of it. 

21855. Q. Why did they do so, if they believed in free 
trade ? Is it for revenue purposes or for protecting t beh- 
ind ustry. 

Sir Montague Wehh — 

It was owing to the war. 

Mr. Narottam Morarjee — 

The war is over. 

21856. Q.‘In comparison with Japan has India made 
sulBcient industrial progress ? 

A. Very far from it. 

21857, Qj. Has not Japan made all this progress under 
protection ? 

A. They have it even to-day. 

21858. Q. Will not a ht^avy import duty on machinery 
harm the growth of industries ? 

A. Certainly. 

{Mr. Muzumdar) : May I qualify the answer I 
gave to Air. Coyajee. We are not in favour of 
levying a protective duty on machinery.^ We think there 
should be a rainiiniim duty on all foreign articles so that 
machinery would pay the minimum duty. Iron and steel, 
of course would have larger protective duty, and machinery 
would come in at a lower rate. 

21859. Q. In answer to Question 3 you say * we do not 
accept the principle of imposing a tariS for revenue pur- ‘ 
poses only.’ 

A. Is not that covered by onr reply to Question 30. 
There should be no export duty levied for protective purpo- 
ses on any raw material. But if it is absolutely necessary 
to levy such duty for revenue purposes, they should be levied 
on such articles only in which the country has a practical 
monopoly. 

21860. Q. With regard to Question No. 23 you say that 
the only two necessaries of life are food and water. Do you 
consider medicine as a necessary of life ? 

A. At that rate everything is a necessity. 

21861. Q. Would you protect the manufacture of 
medicine in this country P 
- A. If it is an industry, to that extent, yes, 

21862. Q. With regard to sugar industry, I have got a 
statement, it is not official : ‘ India ought to he self-support- 
ing in the matter of sugar ; but this can only be effected 
by weaning the ryots from their wasteful methods of 
converting the cane juice into jaggery. The duties on sugar 
might well be 50 per cent, instead of 15 per cent, and there 
should be a heavy duty on molasses. This would help to 
bring homoithe advantages of a more peifect method of 
extraction combined with suitable purification or refinement. 
The manufacture of jaggery or gur entails a total loss to 
India of at least thirty crores and possibly more / What 
do you think of this ? „ 

A. I thmk it is a question more for persons engaged in 
the sugar industry to confirm or to suggest any modification. 
That the sugar industry presents very good prospects in 
India, I should have thought is more or less beyond doubt. 

21863. Q. What is the opinion of your Chamber 
about the effect of rail\vay freights on the industrial 
devdopment of this countiy P ... 

A. I think I said in reply to Mr. Seshagiri Aiyar that 
the Chamber and the Indian commercial community 
generally have an impression that the rates ^ are such that 
they will uot give encouragement to local industries and 
some contend that they are such obstacles as to discourage 
local industiies. This is a matter in whiclwone has to 
examine thoroughly. The Committee of the Chamber have 
noi^gone into the details so fully. In the Beport of^the 
Industrial Commission there are several instances given 
which have not been contradicted as far as I know where 
ihe railway rates are a danger to local industries. That is 
all I can say. ^ ” 

21864. Q. With reference to" answer to Question No, 15 
you say that Consular Agents and Trade Commissioners 
would further help in this' direction. Do you mean Indian 
Consuls ? ^ 

A. The Chamber would ask for Indian Attaches at 
British Consulates and if they are available, so much 
the better. But in their absence the British Consids 
generally do give information for commercial purposes. 

Sir Melherion— ' • . 

21865. Q, I am afraid you must be getting bored with 
our questions. There are only a few more points. As fair 
as possible I want to keep out of politics. ^ I should like* 
Mr. Muzumdar to amplify the statement which he has just 
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made. that the present commercial position of England was 
huilt up on a protective basis. 

A. I have just got an extract from the Encyclopaedia 
Britannica, which is the easiest book of reference, from an 
article by a well known authority on the question of tariffs. 
“ Between the close cf the Napoleonic wars of 1815 and the 
year 1860, the tariff system cf Great Britain was changed 
from elaborate ju’oieotinn to practically complete free trade. 
An attempt had indeed been made in 1786 to modify the 
rigidly protective legislation cf the 18th Century It^ is 
matter cf history. I can tell you many pieces of legislation 
by tracing the economic history of England from the 
earliest tiixies from which protection was adopted, under 
which England grew and established her industries. 

21866. Q. What industries ? 

A, Cotton industry, shipbuilding industry, and every 
form of industiy. The promotion of English^ shipping 
industry indirectly hampered considerably the shipbufiding 
industry of India which broke down. Then England levied 
a duty cf 90 per cent, on Indian calicoes, 

21867. Q. As regards the cotton industry, the action 
taken by England was not against India only ? 

A. Against all countries. 

21868. Q. The point is that you understand these matters 
better than I do. The basis of their protective policy 
was the. protection of agriculture, was it not ? 

A. They had to protect agriculture in those old days. 
They started, after the industrial revolution, to protect the 
industries,^ 

21869. Q. That is what I mean. They considered at that 
,time that it was essential for the na.tiond safety for them 
to try and feed themselves. In their efforts to fry and feed 
themsdves, they produced a great many very indefensible 
pieces of legislation (corn laws)* which led them into 
further mistakes of protecting cotton. My point is — 1 don't 
know whether you agree -^dth me — that it'was not really 
a policy of industrial protection hut a policy of agricul- 
tural protection which eventually led them out of their 
track into a certain amount of novel protection which were 
both abandoned as bad eventually, 

A, I am sorry I cannot agree with you there. The case 
' cf England and the case of India are very different, as far 
as agriculture is concerned, , England is after all a small 
islana. Agricultoal resources are limited and England 
had to use all means in its power to protect its agricul- 
ture and labour. They wanted to bring their foodstuffs 
from abroad and so encouraged shipping by bounties, sub- 
sidies,? navigation laws and other things. 

21870. Q. I am not going to argue. Was it really 
industrial protection or was it agricultural protection ? 

, A, Both merge into the other. The agricultural pro- 
tection naturally led to industrial protection. 

2i&7l. Q. The basis was agricultural protection. 

A, In the old days when they had no industries to 
protect. 

21872. Then, they abolished all protection and went 
to free trade. 

A* They still retained a very elaborate system of pro- 
tection to build up. their industries. 

2187 B. Q, After they had repealed the corn law ? 

A. Eight till the end or the Napoleonic wars* 

21874. Q, After 1814, the rest of the protection went? 

A, When it was not necessary. (Mr. Madan): Again 
' last year when the necessity came, they inserted. When 
we find it necessary, we must he allowed to do so. We want 
for India same right of protection as England had, 
21875. Q. At the present moment I take it that India has 
'i^sc^;autonomy. ' - 

fMlhslMadan} : That' has to he seen how much power 
L^islative Ajssembly has * to protect the industries of 
'this couhtiy, . . * ' 

21876.^ 'Hs^e you any' slightest doubtthat the Indian 
Legislative Assembly can do what they like ? l^veyou 
rt 9/ty doubt as an hone-st man? 

^ A.^ >d.y point is that I don't want to assume from the 

^' .wording of- the Act that suck and such powers - are there 
‘we^h^ exf^'cised them. T- want to seethe powers 
••^•exercisfedHstnd that they are not opposed directly or indirectly 
by the home Government on any jflrefeext. 

2i877. are 'speaking ^ the non-votable items 

in the Act, ' . 

A, (Mr. Mad^): That shows' oar-limitations, 

2187 8« Q» I don't think that limits your fiscal freedom. 

A^ (Mr. Madan) I should he very glad ff I am Wrong. 
21879. Q. If tyou will grant me that you have undS: the 
Government of India Act fiscal freedom,* theh' the next 
point is rhat you people come forward with a reasonable 
'policy of protection and tell us that 


introduction of the policy of proieetion as likely very matei> 
ally to benefit your ccniniry, which 1 may tell you great 
niany people have told us so. 

A.' Yes, 

5^1880. Q, There ate several factors in ibis protection 
programme which I should like to go through if I may. 
Would you be in any way in a hurry to extend the 
industries ? 

A, Why not ? 

21881. Q. Now would you get them by public com- 
l)anies or Government aid ? 

A, As far as the question cf starting indirsh'ies is con- 
cerned, the conditions being created capital would be 
drawn to it. 

21882. Q, Do you think that it would automatically 
come ? 

A, Has it not coma ii: the case rf otner industries, wher- 
ever Government has .riven any impetus. 

21883. Q. You, don’t think that it would come without 
pi*otect:on, 

A, Well, it would be very difficult. The progress also 
would he extremely slow. 

21884. Q, The only difference between myself and 
yourself is as to the amount’tf protection ncec.^.^tity to be 
eiven. Wc both want an increase. 1 want it io he slow. 
You want it to he rather fast. My reasr n for wanting it 
to be slow is thts that I don't personally think that your 
country is now in a position to finance cr to get benefits 
from a really tremendous industiy u^jheaval but I think 
that you have got the labour in the country for really 
something in the way of an industrial advance. 

A, When are we to begin, if we do not ccmmcncc in 
earnest even at this late hour tf the clay ? 

21B85. Q. I think that it would be better to begin slowly* 
With the increased taxation proposed in the present 
budget, things may go much slower than what ^ye es]*ected 
but it decs not in any way affect the principle underly- 
ing the fiscal policy. The progress may be a bit slower, M 
is quite pcssiblo. 

21886. Q. You want to have industries for the gotd of 
th e people living in the coimiry. 

A, For the good d everybody. 

21^87. Q. Yon want to be wry careful lest you adopt 
anything which will put nmro money into a few people’s 
hands. 

A, Our Committee would not like any such thing* 

<2. 21888. You should have small protection. 

A, We suggest a minimum fiscal protection. 

21889. Q, 80 that everybody may benefit. 

A, Yes, If there is going to be any sacrifice, the sacri- 
fice by the poorest , class should be as small as possible, , 
That is the aim and object rf the Committee. 

21890. Q. Everybody will agree with you* 

A, I am very pleased lo hear that. 

21891. Q. There is some danger that some people may 
want to go fast, loo fast* 

A. They do so at. their own expense*- What have the 
people got to do with it ? 

^51892. 9. If you do that xinder free trade, people would ’ 
say that it is your own fault* It would not matter much* , 
If you do that under protection, somebody, I mean the 
consumer, has to pay. Therefore you want to be sure that 
the position of the consumer is not made^ worse* 

A, Can the Government of India devise more than other 
countries ? 

21893. <3. I don’t think that countries wMch have 
adopted protection have achieved the comfort and the 
hapinness of the labouring class. « * 

-d. As a whole the country grows richer and ^ the people 
more prosperous. Can you say that. Japan is less pros*' 
perous to-day than what she was in 1818 ? 

21894. Q, She is much less happy. 

A, I should be surprised if that could be proved. The 
average income per head of population in Japan is consider- 
ably more now than what it tvas previously, 

21 ■595, Q. If 'you are going to bkeuany argument on 
that, you must also take^the other side. It is no use getting 
Rs, 1,000 when it costs Rs. 1,200 to live. It is much better 
to get Rs. 600 if you can live on that amount. 

A, To have only loincloth and to live merely on rice 
husfc ie that the ideal ? 

21896. Q. Not' the ideal? 

^ A, Well, you have got to improve your standard of 
living. The British rule is taking us on to that. ^ 

21897. Q. You really and truly think that there will 
he no paiticular labour difficulties, 

A, Not as f av as all-India conditions are coheemed* . 
21898. Q, With I'egard to Bombay you may haffi-difrjl’ 
._cuities. . . ^ 
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A, Temporarily perhaps, 

21^99, Q. There is only one I more question. Can you 
tell me the economic advantage, amplifying a little, of 
insisting that foreign firms should, have 50 per cent. Indian 
capital. 

A, 'I'he economic advantage of it is this. My Committee 
look upon it from this point of view. Behind the tariff 
walls industries would be more secure than otherwise. 
Moreover there are certain advantages for industries owing 
to the high tariffs, ^ High tariffs mean so much sacrifice by 
the people for the time being. The bulk of the people who 
would make the sacrifice would be Indians. That being so, 
why should they not benefit from the investment of capital? 
That is the very first point, and a very simple one too, I 
submit. 

21900. Q. Well, that is the only point, 

A, That is a most important point. I don’t want to 
ask you any questions. I have been asked so many 
questions and I have told every member what the Com- 
mittee had in view. But can you tell me what is the 
objection P 


21901. Q. Your opinion is that as Indians pay for the 
protection, they should he benefited. The benefits would be 
mat they should have a share in every company that is put 
up. 

A, As far as foreign companies are concerned. 

21902. Q. Supposing an Indian is desirous of extending 
his business and wants to open a branch in England. 
Would you recommend reciprocity in that case ? 

A. Well, as far as my Committee is concerned, I may 
say^ that it has not considered that point, as it is not one 
which is likely to happen in the near future. 

21903. Q. When you legislate you don’t confine yourself 
to the present. 

A, What we have recommended is based upon our out- 
look, say, for 10 or 15 years and not for half a century. 
(Mr. Madan): When such Indian companies go to England 
and ^ establish themselves there, it is certainly open to the 
British Government to do exactly the same as we do here. 
We don’t object to that. What we say is let us manage 
our affairs in our own way. 

(The witnesses withdrew). 


Copy o! a letter, dated the 3rd April 1922, from the Indian Merchants’ Chamber and Bureau, Bombay, to the Secretary, 

Indian Fiscal Commission, Camp. 


21904. During the course of our examination on the 
Ist March 1922, the President as also some of the other 
Members, observed that the expression by the Com- 
mittee of our Chamber used in their Memorandum of 
Written Evidence to the- effect that the tariff policy of 
this country, dictated by vested interests in the 
United Kingdom, stood to the discredit of British 
Buie in India, was a very strong one to use. In 
answer to the President, Mr. Mazumdar, and in 
answer to Sir Montagu Webb, Mr. Madan, answered 
* the question to the eartent that it could be answered 
under examination. But as the Committee consider 
and maintain that the expression was fully justified, 
we, on behalf of the Committee, venture to submit 
for the records of the Commission a fuller statement 
than we were then able to present, justifying the ex- 

J ession that had been used, and adducing in sup- 
irt of it a brief resume of the unfortunate history of 
0 Indian cotton duties. 

21905. 2. Your Commission are doubtless aware that 
in 1860 a duty of 7^ per cent., was levied on partly 
manufactured, and of 10 .per cent, on wholly manu- 
factured cotton goods, a general import duty being 
levied on all imports, at these rates, according as the 
articles were partly or wholly manufactured or were 
habitually consumed by the general mass of the com- 
munity. In the following year, however, Mr. Samuel 
Laing, then Finance Minister in India, reduced the 
duty on cotton twist and yarn to 5 per cent, ostensib- 
, ly on the ground that it was in accordance with the 
principles of free trade as were then accepted in Eng- 
land*. But in doing so, he incidentally showed the 
real motive for the change when he said:-^“ The case 
is urgent, because parties are actually building mills, 
and importing machinery on the strength of the high 
duty,” And in 1862 the duty on pxecegoods and yarn 
was restored to 5 per cent., and per cent. This 
was the beginning of a policy under which the Gov- 
ernment of India were made to identify themselves 
with the English cotton industry as against the Indian. 

In 1874 the Manchester Chamber of Commerce ap- 
proached the Secretary of State ^ for India with a re- 
presentation that the cotton duties' should he abolish-, 
ed,' on the ground that — 

“ under the protection extended by the levying of 
' duties on imports of the spinning and weaving 
of cotton yam and goods in Bxdia a large num- 
ber of new Mills are now being protected.” * 

As a consequence, a Committee was appointed by 
the Government of India to inquire into the merits 
of the duties who, however, reported that there was 
* no real competition between the English and the In- 
dian industries. In spite of this finding,- Lord Salis- 
bury, then Secretary of State for India, declared that 
the duties should be removed and laid down that their 
abolition should have priority over every other form 
of fiscal relief to the Indian tax-payer. We might add 
that three Members of the Indian Council voted 

f ainst the despatch which urged the abolition of 
ese duties. Thereupon, the Secretary of State even 
' went so far as to change the constitutional procedure 


and laid down that in particular the financiol measures 
of the Government of India should thereafter first be 
approved by him, before being submitted to the Legis- 
lature. Among other reasons for dissenting from the 
policy pursued by the Secretary of State, the dissent- ' 
ing Members of the Indian Council urged two : — 

“ (1) Because we think that, whenever the pos- 
session of a surplus enables it to reduce 
duties at all, the Government should care- 
fully consider whether it is not desirable to 
operate upon other duties, e.g., the salt 
duties, the sugar duties, or the e^ort 
duties, in priority, to the import duties; in 
our judgment each of these three items of 
revenue requires alteration far more urgejit- 
ly than do the duties on cotton goods.” 

” (2) Because independently of pure financial 
questions we think it impolitic to disregard 
the fact that the repeal of duties on cotton 
goods in India, in preference to other in- 
jurious taxes, is viewed with great suspi- 
cion and dislike by a large portion of the 
educated natives of this country, and is 
likely to cause much irritation among 
them.” ^ 

21906. 3. As a result, in the financial statement of 
1877 Sir John Strachey, then Finance Member, sound- 
ed the death-knell not only of the cotton duties, but of 
all import duties in general, poMting out that cotton 
goods were — 

” the sole article of foreign production which the 
people of India largely consume.” 

He further remarked 

” I am not ashamed to say that while I hope that 
I feel as strongly as any man the duties 
which I owe to India, there is no higher 
duty in my estimation than that which I 
owe to my own country. I believe that 
our countrymen at home have a real Wd 
very serious grievance and that it is no 
imaginary injury against which ihey com- 
plain.” 

In this case, again, we might add, half of the 
Members of the Governor General’s Council, vzjk., Sir 
Arthur Hobhouse, Sir Henry Norman, and Sir E. C- 
Bayley, recorded a joint minute of dissent. They 
contended that the duties on salt and sugar and the 
export duties required alteration far more urgently than 
the cotton duties, 

21907. 4. A number of resolutions had been passed 
from time to time by the House of Commons, all urging 
that the cotton duties in India should be removed, 
because they violated the principles of free trade 
adopted by Great Britain. And within two years the 
duties -were finally removed, in spite of a deficit in 
the Indian Budget, in spite of the suspension of the 
Famine Fund, in spite of the fact that the measure 
involved a substantial loss of revenue and in 'spite oj 
the opposition of the majority of the Council qf.tho 
Governor General, In^portant Mtote& pi dissent w&e 
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recorded by the HoniDle Mr, W. Stokes, the Hon 1)16 
Mr. A. B, Thompson, the Hon’ble Sir Andrew Clarke 
and the Hon^ble Sir A. J. Arbuthnot. Nor was this 
all. When the matter came before the Council of the 
Secretary of State for India, they were evenly divided 
on the question, and it was only with the casting vote 
of the Secretary of State that approval was given to 
the removal of the duties. The Hon’ble Mr. Stokes 
put the case very clearly for the duties, and we would 
request the Commission to recall what he said on the 
occasion. He said : — 

“ I dissent from the proposal to exempt from im- 
port duty cotton goods containing no yam 
of a. higher number than thirties Firstly 
because the financial condition of this coim- 
try is so deplorably bad that we" cannot 
a&rd to lose even twenty lakhs a year, 
which sum is said to be about the annual 
cost of the proposed exemption. "Wo have 
spent our Famine Insurance Fund, or what 
, was intended to be such. We are carrying 
on a costly war with Afghanistan. We 
may any day have to begin one with the 
Hing of Burma. Our estimates show a de- 
ficit, We have now to borrow five crores 
in India and we are begging for two millions 
sterling from England. Our income is al- 
most stationary. Our opium revenue is pre- 
carious. And our difficulties arising from 
the depreciation of silver seem, iot some 
years at all event likely to increase rather 
than diminish. We have exhausted all 
gainful sources of indirect taxation. and for 
every tax we surrender we must, therefore, 
impose a direct tax. Knowing as I do, the 
horror {in my opinion the reasonable horror! 
of new direct taxation^ which is felt by the 
natives of lidia, I cannot think it wise to 
do anything which must lead to its ^imposi- 
tion. It is painfully clear that the time has 
not arrived for even a partial fulfilment of the 
undertaking that the import dutv on cott^^. 

* goods . should be replaced as soon as the 
financial condition of India permitted. 

** Fifthly^ because the free admission of cotton 
goods would probably destroy promising 
and useful local industry and, in the ab- 
sence of competition, the Manchester manu- 
facturers would practically compel the 
people of India to buy cotton cloths adul- 
terated, if possible, more shamefully than 
such goods are at present. The cost of 
clothing of the people would thus be increas- 
, ed rather than lessened, and the arguments 

founded on the injurious efiect of an imagi- 
nary protection would lose the Ettle forces 
that they ever possessed. 

** Sucihly, because nothing will ever induce the 
people of India, to believe, that the propos- 
ed exemption, if made, has been made, as 
no doubt we shall say it has, solely in their 
interest. They will be convinced by their 
newspapers (which are read aloud in every 
bazar), that it has been made solely in the 
interest of Manchester and for the benefit 
of the conservative party, who are, it is 
alleged, anxious to obtain the Lancashire. 
Yote at the coming elections. Of course the 
people of India will be wrong ; they ai- 
rways must be wrong when they impute sel- 
' motives to the ruling race. Neverthe- 
less, the evil political ^result likely to follow 
-from this popular conviction should not be 
ignored, and should, if possible, be avoid- 
ed. ' 

. . ‘ I ob.iect to the way in which the pro- 

posed change in the law is to be effected. 
The Viceroy, as X understand, intends to 
r over-rule the majority of his Council and 
to the proposed exemption by Execu- 
tive' Order in Sie Kev'enue Bfepartment, 
under section 23 of the Sea-Customs Act. 
Such an order' is, no doubt, authorised by 
the terms of that section. But the Indian 
Legislature, in conferring on the Executive 
power to make exemptions,- never intended 
that it should be exercised so as to ms^e 
suddenly a vast change in our law, affecting, 
mot only the importers and consumers qf 


the particular class of goods dealt with, but 
tile tax-payers of India in genera! a change 
that will not only seriously diniinish our 
present revenue, hut force tlio hanrLof the 
Legislative Council by compelling them to 
impose new direct taxation. The power to 
exempt goods from Customs duties was ori- 
* ginally conferred by Act XVIJI of 1870, 
and was merely intended to relieve the 
Executive from the useless and trouble- 
some formality of coming from time to time 
to the Indian Legislature to make in the 
tariff petty alterations which that Legisla- 
ture, if applied to, would have made at 
once. The change now proposed is of a 
very different character. I have reason to 
think that it would never be sanctioned by 
the Legislative Council unicsss,, indeed, 
arguments were brought forward in its fav- 
our for more cogent than those that T have 
heard. The proposed exemption of cotton 
goods, if made by mere Executive Order 
will thus resemble what lau'yers call a 
fraud on the power; and there is, unfor- 
tunately no court of equity to relievo the 
people of India against it.’’ 

21908. 5, In 1894 when the exchange situation was 
such that more revenues were needed by the Govern- 
ment of India, a general import duty of 5 per cent, 
was again proposed. Once again the Secretary of 
State insisted that cotton goods should be exchided. 
This exemption in favour of ^ranchester roused a 
storni of indignation throughout India and in the 
Legislature. ^ Even the Governor General and bis 
Council, be it said to their credit, \vere unanimously 
opposed to it. But they were powerless. The 
Finance Member of the day ref«KC 4 l to admit the 
validity of the Home Government’s objections, and 
went so far as to say that, if any industry in the 
^world deserved protection, it was the cotton 'industry 
of India. When the matter came up before the India 
Council, six Members, Advisers of the Secretary of 
State, recorded Minutes of Dissent, They wotq Bit 
A. J. Arbuthnot, Mr. A. Alison, Mr. B. M. Stewart, 
Mr. H. Eawlinscm, Mr. C. A. Turner and Mr. A. 0. 
Lyall. And in this connection again wo would re- 
quest the Commission to recall what Sir A. J. 
Arbuthnot minutes on the occasion. He said;- — 

** I desire to record my dissent from the decision 
of the Secretary of State excluding duties 
upon cotton goods from the import duties 
which the Government of India have been 
authorised to impose in the present very 
grave financial crisis. The decision to 
which I refer was passed in opposition to a 
unanimous vote of the Council of India, 
and to the views of the Governor Genera! 

^ in Council. It is in my opinion open to 
very serious objection both upon financial 
and political grounds. It compels the Gov- 
ernment of India, not only to stjspend the 
Famine Insurance Fund, but to budget for ' 
a considerable deficit the amount of which, 
for we all know, in the present condition 
of silver question, may possibly assume 
much larger proportions; and it practiqally 
announces to the people of India, that, how- 
ever great may be their needs, no measure 
for their ^ relief will be sanctioned which 
may be likely to offend any powerful Eng- 
lish interest. In 1894, as in 1879, the in- 
terests of India are to be sacrificed to what 
the people of India regard as Parliamentary 
considerations, and this is done at a time 
when India is in a condition of political un- 
rest which demands exceptional watchful- 
ness on the part of her rulers, and which 
certainly ought not to be stimulated by any 
action of theirs.’* 

21909. 6- Thus the whole history of the imposition 
of -the countervailing excise is, we submit again, one 
of the most unfortunate and sorry chapters in the 
admm^^ation of the affairs of this country, and the 
Commission are doubtless aware that it has caused in 
J acuteness of feeling, which to 

this day remains violated. VTe venture to submit once 
more that had this country been free to. determine its 
,own fi.^al poli^; its tariff history would have heeS^ 
Thnq ' and a^aia/ the Manchester 



969 


Chamber of Commerce, and at its bidding the Secre- 
tary of State for India, have dictated the tariff 
policy of this country to suit their own interests. 
That unfortunate chapter is still not closed, for the 
Indian mind has again been agitated over the steps 
that are at this very moment being taken by Man- 
chester to urge an enhancement of the excise duty to 
10 per cent., or the equalisation of the import and 
excise duties at 6 per cent., steps which this country 
resents as acts of open hostility to its industrial 
safety and progress. 

7. In submitting to you this brief resume of the 
hisbory of the cotton duties in this country, the Com- 


mittee trust they have made it clear from facts on 
official records that the action taken by His Majesty’s 
Government in this particular matter has done no 
credit to British Rule in India, and that therefore, 
the expression that was used in the Chamber’s 
Memorandum of Written Evidence is none too strong, 
but only too well and painfully justified. 

P. S . — ^The quotations in this representation are 
taken from the records of the India Office as repro- 
duced in a brochure on '‘"^Our Fiscal Policy ’’ by 
Mr. C. N. Vakil, M.A., M.Se. (Econ.), London, 
F.S.S., a copy of which was handed over to you by 
us personally at the time of giving oral evidence. 


Witness 

. PURSHOTAMDAS THAKURDAS, Bsa., C.I.E., HLB-E., 

21910, L For India in particular, I am in favour of 
a policy of protection. 

21911, 2. A tari if is a most suitable form of taxation 
for India in view of her abundance of raw materials 
and labour and consequent potential manufacturing capa- 
city. An increase in Customs is the most desirable 
form of taxation, as the limit for direct taxation has 
been reached. 

If a protective policy is adopted the consequent 
increased revenue should be utilized in reducing direct 
taxation as much as possible. 

21912. 4. Ho. The tariff should also take cognisance 
of the necessity of protecting Indian industries, Revenue 
shotdd not be the only object of the tariff policy. 

21913, 6. I am emphatically against any form of 
excise duty, both in theory and in practice, on an article 
manufactured in India. Indian industries are still, gene- 
rally speking, in their infancy, and hence, any 'kind of 
excise duties on Indian manufactures would tend to 
check their growth. 

21914. 8. I think not. 

2 [915. 9, Yes. Indian Industries must be developed. 
They are still in their infancy. They cannot thrive in 
“ free trade ” competition against foreign industries 
with their organisation and equipment developed to their 
present stage by long experience and nursing. The 
development of Indian industries would result in the 
increase of wealth in India. By working np our raw 
materials for our own use, we shall be saving the profits 
of the manufacturer, labour charges abroad, double 
freight, and all incidental expenses like middle-men’s 
profits. By manufacturing most of our requirements 
and exporting only the surplus of our raw materials, 
the balance of trade in our favour would be greater 
than at present. We may be exporting less of our raw 
prodnets, but we shall be importing proportionately 
less of the more valuable manufactured products. 

Further, the development of Indian industries would 
m^n increased employment of skilled labour, more 
occupation for the educated classes, and decreased 
pressure on the land. 

In this connection it may alsq he pointed out that 
even highly advanced countries like the United States 
of America, Japan and France are still protectionist 
countries, and even England has realised the necessity 
of fostering . her industries {vide the Safeguarding of 
Industries Act, and the J>ye Stuffs {Import Regula- 
tion) Act. 

21916.^ 10. Given protection, technical aid, organka- 
taon, and transport facilities, there are few articles, which 
l 3 aLdia cannot hope to manufacture in course of time. 
Considering the supplies of coal and oil, water-power 
poten&Iities, mineral resources, agricultural produce, 
forest products, fisheries, etc., it is very probabls that 
India will in time be able to manufacture most of her needs. 

21917. 11, For the puipose of developing India indus- 
trially, I am in favour of the imposition of a protective 
duty on all imported manufactures, the amount of such 
duty depending on the nature, circumstances and re- 
quirements of each particidar industry. 

Industrially, India is in such a backward state that it is 
practically impossible for new industries to be started 
4^ for old industries to be extended unless a protective 
policy embracing all important manufactures is laid 
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down and “ strictly and bond fide adhered to ” by the 
Government. 

It was the effective all-round protection afforded by 
the war, which gave a certain amount of success to the 
struggling industries started before the war under free 
trade conditions — witness the iron and steel and the 
textile industries— and which consequently encouraged 
the launching of fresh industrial enterprises- Now that 
this "war protection is removed Indian industries, are 
already finding themselves in difficulties under the 
stress of outside competition. Unfortunately, this is 
but the beginning of the trouble. As foreign countries 
become more and more settled, their efforts to rehabili- 
tate tbeir financial strength will be redoubled, and every 
possible means will be used ^o capture the Indian market. 
Indian industrial concern«£, hardly out of .their infancy, 
cannot be expected to survive this life and death struggle 
unless they are sheltered by necessary tariff walls. This 
fierce outside competition will not give the slightest 
scope to new industries. People will realise that the 
starting of new industrial enterprises in India is fore- 
doomed to failure owing to fierce competition from 
highly developed foreign countries, and new industries 
will not be started unless again there is an all-round 
protective tariff. 

21918, 13. Once a protective tariff is imposed on all 
imported manufactures, it will not be necessary to select ' 
industries which must be started. The most feasible new 
industries will automatically be started by enterprising 
firms and one by one e’^rery important industry will 
come to be established in India. 

The four essential requirements of industry are raw 
material, capital, labour, and technical skill. The 
cMef handicap in the way of Indian industries is the 
absence of the last named. 

The Government can further the cause of Indian • 
industrial development a lot, by giving their orders 
for large quantities of manufactured goods which they 
annually buy from abroad, only to such firms as under- 
take to take up and train a specified reasonable number 
of Indian students. There is nothing new or unreason- 
able in this demand. 

Any business firm which has a litt’e far sight and some 
understanding of its own interests would do it. In 
this manner, Japanese apprentices were trained in 
England and America. To-day Chinese students are 
being trained by American manufacturers for the 
sake of large Chinese orders. Why should not Indians 
get similar facilities abroad especially in view of the 
fact that the Government of India are laxge buyers of 
all sorts of manufactured goods ? 

21919. 3 4. Considering the revolutionary changes taking 
place so quickly in industrial methods, O'iving to rapid 
advance of science, it is difficult to answer this question 
categorically. But the plentiful supply of most raw 
materials in India makes it probable that not many 
industries will be requiring continuous assistance by way 
of protection. Naturally protective assistance would 
be required so long as other countries are protectionist* 
and assist their industries by bounties, subsidies, etc. 

21920, 15. Special protective measures should be 
against foreign goods favoured by artificial means* .Ij?- ■ 
should be the business of the organisation indicated ‘ 

Question 29 to ascertain the exact feets- and 
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remedies. It may be necessary to penalise most of the 
* imports from a country, which has managed to dump 
a large quantity of some manufactured article into India. 
The extra revenue thus obtained may be used to com- 
pensate the industry victimised bjr dumping. 

21921. 16. Hand-industries including the cotton hand- 
loom industry have my sympathy especially as they are 
cottage industries. I have no objection to any encour- 
agement being given to these on practical business lines. 

21922. 17. Yes, there may be a danger of combination 
among protected manufacturers. The organisation sugges- 
ted in my reply to Question 29 should watch such cases 
and advise necessary action. It is useful to remember 
here that in spite of trade combinations indicated in this 
question having appeared in other countries they have 
not been known to have given up their protectionist 
policy. 

21923. 18. British and foreign firms vili probably 
try to estabhsh themselves here. They may do so. 

I see no objection to non-Indian and Indian firms 
developing Indian industries in open competition. It 
m^Ly be stipulated that a certain proportion of the capital 
should be of!ei*ed to Indians. Foreign or Colonial firms 
should be allowed to estahlisli industrial concerns only 
if the foreign country or Colony to which they belong 
treats Indians on equal terms with its own people. 

21924. 19. Yes, but the settlement of^ such conflicts 
, should notpresent any serious dijficulty to a really repre- 
sentative committee (suggested in answer to question 29). 
21926. 20. Yes.; 

21926. 21. The rise in price is not likely to be perma- 
nent with the special advantages of India for raw material. 
Owing to the abundance of raw materials and labour 
in the country the industries may be expected, once 
they are fairly established under a protective tariff, to 
produce manufactured goods as cheaply as they can be 
imported from foreign countries. 

21927. 22, Yes, up to a certain point, since the country 
must be developed industrially. 

21928. 23. ‘‘Necessaries of life” are relative. The 
fundamental necessary of life is food. India does not im- 
port considerable quantities of any food materials except 
sugar ; and sugar is an article which can hear an import 
duty in India for the sake of industrial development. 
Clothes, building materials, etc., come next in importance, 
.as necessaries of life, and consequently can bear some 
rise in price due to a protective tariff. 

21929. 24. The mcreased cost of living caused by a 
protective tariff would be borne by a more prosperous 
country (as explained in reply to question 9). The 
increased prosperity of the country would be reflected 
in the rise in wages or income of— 

(fit) the industrial wage-earner. 

{h) .Even the agricultural wage-earner would have 
his income i^ac^eased as direct pressure upon 
the land would be relieved by a certain pro- 
portion of labour migrating to the factory 
from the farm. If it is found that in spite 
of this, the agricultural wage-earner is not 
able to meet the increased cost of living, 
special relief would he possible from the 
increased revenue obtainable, owing to the 
mcreased prosperity of the country. 

(c) the middle ola^s, 

21930. 25. As explained under question 9, the country 
.r^tdd ^^e more prosperous. 

21931. 26. Yes. 

21932. 27. Yes so far as the special favourable tariff 
does not entail any economic loss to the country by de- 
creased revenue, by nullifying protection, by raising the 
.price.to the Indian consumer, or by affecting the pockets 
of -Ihe cultivator. 

2133ar 28.‘ I should refer this ques^on to an expert 

2t^34« 'Yes. The case of every industry must be 
considered individually, to find out the amount of protec- 
-tion it heeds. For a permanent organization re- 
presenting both the Indian cultivator and the Indian 
commercial and industrial interests should be set up. 

21935. 30 — ^31. I am gtrongly agaiifit export duties on 
raw materials in general. They should not be levied even 
for revenue purposes. With the exception of duties on 
raw materials which are India’s monopoly, all export 
duties on raw materials hit th^ grower only. The 


Indian cultivator of to- clay is too poor to bear any curtail- 
ment of his scanty income. Indian manufactures cannot 
absorb all the raw materials grown. The surplus has 
to be exported. An export duty is bound to affect the 
demand for this suiphis ol Indian agricultural raw pro- 
duct abroad. The result would be a decrease in the 
price obtainable for the total crops. 

If it is admitted that the price of a crop is decided 
by the price available for the (sniqiluB) quantity exported 
the grower would be hit to the extent of the duty not 
only on the quantity exported, but on his total crop. 
This would, therefore, be further mcreased protection 
to the local industiy at the expense of the grower which 
is not desirable. 

21936. 32. Xo, except when the raw material is a mono- 
poly of Ind^a, and can be consumed entirely in local indus- 
tries. In case of materials of which India holds a virtual 
monopoly, and for which there is a ■world wide demand, 
there would be no evil effect on the producers or the 
amount produced. Such materials are Jute, Shellac and 
castor seed, although attempts are made to cultivate the 
last abroad. 

21937. 33. There should be no export duty on food- 
stuffs unless there is a famine or shortage of the same in 
India. 

21938, 34. No ; unless a very serious case can be made 
out by the industry. This should be left to the perma- 
nent organisation suggested in answer to question 29. It 
would be more to the interests of India to penalise other 
imports from the countiy under reference, than to make 
the grower suffer from an export duty. If however 
an export tax has to be levied as a last resoit, it shouhl 
be used only for the benefit of the cultivators concerned. 

IMPEEIAL PBEFERENCE. 

I.^ — Aoainsoj Impsbial Peefbewob. 

21939. 35. I am against Imperial Preference for India. 
She cannot afford to risk any appreciable economic loss 
for the sake of an untried political weapon. 

II, — ^Imports, 

(a) Special low tariff to the United Kingdom inadvisahU, 

21940, 36. India has been and is an importer of manu- 
factured goods. The bulk of these come from the British 
Empire. In 1909-10 to 1913-14, 70 per cent, of these 
came from the British Empire, and in 1920-21, 66 per 
cent. If a special low tariff is granted to manufac- 
tures coming from within the British Empire, the Indian 
industries, still in their infancy, would receive no practical 
protection. It is no use granting protection and then 
nullifying or reducing it under the plea of Imperial Pre- 
ference, Again as the bulk of our imports are from 
within the Empire, a low tariff on these for the sake 
of Imperial Preference, would mean a serious loss of 
revenue to the State. 

(h) Special hmvy tariff against foreign countries inadvis- 
able, 

21941. 37. One can understand the imposition of an 
import duty for revenue purposes. One can also under-, 
stand the further imposition of protective import duties 
for fostering infant industries. Hut the imposition of still 
higher duties on foreign imports for the sake of Imperial 
Preference, is the imposition of a tax on the consumer 
for which he has no return whatever present or pros- 
pective. British manufactures are admittedly generally 
Mgher in price than foreign ones. The attempt to keep 
the cheaper foreign article or commodity out of India, 
by means of a specially heavy duty on it, would merely 
result in its^ import into India under British disguise. 
Middle-men in England would not be lacking who would 
import the cheap foreign article into England, and thence 
smuggle it into India, paying a low import duty, and thus 
making an easy^ and substantial profit from the margin 
between, the prices of the British and foreign •article 
at the expense of the Indian consumer. Manufacturers 
^ Epgland (or for the matter of that in any part of the 
Empire favoured by a preferential tariff) might find it ’ 
cheaper to import say, a dye or drug or chemical from 
Csreimiany, change its trade-name and packing, aft i 
perhaps concentration, and then to ship it to India. ' 'j 
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(G) Articles for which the United Kingdom cannot meet 
full Indian requirement. 


21942. ‘38. In case of an article for ■wMcli England can- 
nob meet the full Indian demand, the artificially high price 
at which the foreign article would sell in India owing 
*to there being a specially Iieavy duty against it, would 
rule the market. Both the Indian and the English 
manufacturer would sell^ their articles at the highest 
price obtainable, viz, the price at which the foreign 
manufacture could be imported into and profitably 
sold in India. The ultimate sufferer again would be 
the Indian consumer ; and he would suffer for an idea 
or theory which has nothing to offer him in return. 


principle, the administration of which she has unfor- 
tunately to leave to British statesmen, who cannot 
help being dictated to by vested interests ia the colonies 
and at Home. 

V. — Colonies need not be consideeed. 

21946. 42. The Colonies do not merit even a discussion 
on preference for them in India ; treatment of Indians in 
the majority of them is not at all compatible with India’s 
self-respect. 

APPEISTDIX. 

Protection, 


III. — ^Expobts. 

Preference hy export duties inadvisable, 

21943. 39. Being opposed to export duties in general 
for India, I caimot accept export duties for the sake of 
showing preference to customers within the Empire, 
(see reply to question 30 — ^31). Eurther, Great Britain 
takes only about 25 per cent, of the Indian Exports. 
Export duties would only divert the best of India’s 
customers, who are outside the Empire to other markets ; 
and since Great Britain does consume all the raw materials 
India has to export, this may mean loss of our export 
trade. This would be a serious economic loss to India, 
and a severe financial blow to the Indian grower. 

21944. 40. Even if Great Britain were able to utilize 
all of India’s surplus raw products, a preferential export 
duty for Great-Britain would make India lose the opportu- 
nity of selling her surplus to the highest bidder, viz,, the 
country which pays the best price. To practically 
shut out the foreign customer by means of a heavy export 
duty against him would be to compel the Indian grower 
to sell his produce at a comparatively low price to the 
“ United Kingdom. 

IV.— Imeebial Peeeebence unthinkable on political 

OBOUNDS so hom AS India is not an equal mejcbeb 

OP THE Ejvipibb in beality. 

21945. 41. Imperial Preference is offcen advocated on 
political grounds. The Eisoal Commission may have 
nothing to do with politics. But it may not be out of 
place to point out that India cannot give her assent to an 
^economic-political principle, which has no advantages 
to offer her ; she cannot accept this principle even in 
theory, much less in practice unless and until she is an 
equal partner in the Empire, with full Dominion status 
‘ including full fiscal autonomy. Without this, it 
should b^e suicidal on the part of India, to accept a 


21947. I must make it clear that I am in favour of a 
policy of protection for Indian Industries at this particular 
stage of their development, because they are in their infan- 
cy and cannot stand unaided against competing foreign 
industries with their mature ^organization and technique. 
But a protective tariff should not lull Indian manufac- 
turers into a false sense of security, and tempt them 
to continue in their present crude and often wasteful 
methods, by removing the incentive to improvement 
due to_ outside competition. Protection would defeat 
its own end if it gives a sort of long lease to inefScient 
organization and processes in vogue at present. It 
is intended to give Indian Industries a fair start and 
a reasonable chance to build up their strength on a sound 
basis, and not to wax fat on easy profits made at the 
expense of the uncomplaining and voiceless consumer. 

The organization suggested under question 29 should 
see to it that protected industries do their best to stand 
on their own legs by reducing their costs, by perfecting 
their processes, by developing their organization, by 
engaging in industrial research work, and by improving 
the quahty of their outturn no less than the quantity. 
They should publish a six-monthly report reviewing 
the state of organization and efficiency of protected 
industries, and submit it to the various Chambers of 
Commerce and the Imperial and Provincial Governments. 
Acting on these the Legislature could take steps to 
r^ulate protection granted t(^ industries which practi- 
cally refuse to improve themselves. 

In this connection it may be added that the Safe- 
guarding of Industries Act recently enacted in England 
empowers the Board of Trade to impose duties on 
imported articles which are proved to be ‘ dumped,* 
only if the British Industry to be assisted is being carried 
on **with reasonable efficiency and economy.** The 
Board of Trade refers the matter to a committee of five 
selected from a permanent panel of 33 persons of com- 
mercial and industrial standing. 
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21048. Frmdent. — ^I presume that what you have 
stated m ' this written statement represents your 
personal opinion, 

A, Yes. 

21949. Q* You are interested in many industries ? 

A, I am in a few. 

21950. Q, You are on the Boards of large industrial 
concerns. 

A, Some. 

'21951. Q, In answer to Question No. 10 you say “ Given 
protection, technical aid, organization, and transport 
facilities, there are few articles which India cannot hope 
to maanifecture in course of time.” How would you 
provide tcsobnical aid and organisation ? 

A, I think that the Holland Commission have reported 
on it very fully. 

21952. Q, As regards transport facilities ? 

A. As I would likethe water transport to be developed 
as fast as possible and the railway rates revised in the 
light of the necessities of the industries the railway 
rates should not be such as would handicap industries. 
As to whether in the present financial condition you 
could really give the industries any help in that direc- 
tion is quite a different thing. 

21953. Q, The idea is that the policy should he the 
subordination of the question of pure railway revenues 
to the industrial development of the country. 


A. Yes, as far as possible. 

21954. Q, Then in answer to Question No. 11 you say 
in the second para. ** Industnally India is in such a back- 
ward state that it is practically impossible for new indus- 
tries to be started or for old industries to be extended 
unless a protective policy embracing all important 
manufactures is laid down and strictly and bond fide 
adhered to by the Government.’* I should like you to 
tell us what you mean by the words “ strictly and bond 
fide adhered to.” 

A, It should be carried out not only to the letter but 
in the spirit also. 

21956. The witness, — Me, President, I would like to put 
in a note, if I may, on the import duty on sulphur. This 
was brought to my notice by a company of which I was 
at one time a director. 

The Presidevi , — ^It would be much better if you read 
it out. 

The witness , — This is the note which I have prepared. 

Import Duty on Sulphur. 

21956. The%uestionaireof theEisealCommissKMa does 
not deal specifically with the question of the imjfort 
of raw materials into India. Without v®at^^ A t, 
any general theory, I submit herewith A ' * 

wnich is brought to my nofdce.^ ' ' . 
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{Suiplmr imported into India is liable to a duty of 11 
per cent- 'This duty bits bard tbo manufacturers of 
Sulpburic Acid and consequently indirectly all users 
of Sulpburic Acid. It seems the immense importance 
of the manufacture of sulpburic acid in India is not 
realised. If there is any industry wbicb^ can be rightly 
called a key industry, the sulphuric acid industry is one. 
A tery large number of manidacturing industries require 
sulpburic acid at one stage or another. In times of 
war, sulpburic acid is absolutely essential for the manu- 
facture of munitions and explosives. Sir Thomas Holland 
at a recent meeting of the East India Association drew 
particular attention to the importance of the^ heav^' 
chemical industry to the Empire and to India. He 
said : “ Until India could produce sulphuric acid at 
three pounds per ton and electric power equally cheap, 
the rest of her resources were so much loot for any power 
that could dodge the British Navy.*’ 

Agriculture may be styled the basic industry of India. 
For the manufacture of fertilisers, soluble phosphate, 
ammonium sulphate, etc., sulphuric acid is required 
in large quantities. Scientihe agriculture cannot flourish 
without cheap sulphuric acid. , 

To handicap such an important industry by a duty 
on its raw material is undoubtedly against the best 
interests of the country. 

Sulphuric acid being a corrosive heavy liquid is very 
diiflcult and costly to transport and must be manu- 
factured at or near the centres of consumption. Hence 
it is always more to the interests of a country to import 
sulphur (which is much easier to transport) and to manu- 
facture the acid than to import the acid itself. Hence 
the usual argument against the establishment of an 
industry for which the raw material is not available in 
the country does not apply to this case. 

All sorts of metallic ores are free of import duty. 
Raw sulphur practically belongs to the same category, 
and should therefore be exempted from an import duty. 

21fl57. Sir Mariahjee Dadahhoy, — Q, I do not wish to 
trouble you about your lucid and illuminating evidence. 
If you have no objection, and if you are prepared to answer 
me, I would like to put to you one or two points in 
connection with the current budget. 

The Freddent, — 1 am afraid any question as regards 
the current budget, if it has no connection with our 
terms of reference must be ruled out. 

21958. Sir Mamkjee Dadahhoy. — Q. My questions are 
relevant to our terms of reference. 

A. Sir Manakjee, I venture to correct an impression 
which I might have left in your mind when I was examined 
yesterday. You said “ if you are prepared to answer.” 
Yesterday I might have left an impression in your mind 
that I did not want to answer your questions. The 
iaot was I did not want to give any answer on behalf 
of ike Chamber where I was not sure that I would express 
their views. Now that I am 'speaking for myself, I 
am at your disposal, and I am willing to answer any 
questions that you may wish to put to me. 

^1959. Q. I am only asking you one or two questions 
on the current budget. What is your opinion about the 
7i per cent, excise duty ? 

A* As I stated to Mr. Rhodes yesterday, personally 
I think that the increase in the excise duty is strongly to 
be regretted. - In the first place, whatever justification 
l it have on the. score of revenue, any further increase 
in"lhis''ene' duty, which I am a£caid has had bad connection 
from the start, wifi always be looked down upon. Per- 
sonally I think it is a very wrong step. Although the 
import duty has been raised to 15 per cent., we have to 
pay 7J more on the imports of stores and machinery. 

21960. Q. Leave aside the machinery : that affects the 
new concerns. 

A. L^t year the impost duty was 11 per cent, and 
the excise duty was per cent. That left us a clear 
m^gin of 7J per cent. Now although there is a 7J per 
cent, margin between the import duty and the excise duty, 
that margin has been narrowed by our haying to pay 7i 
per cent, more on our stores and spare parts. This 
step may help the sale of imported articles that are lying 
in the market here, but it does not inspire confidence in 
the people that the Government really want to give a 
stimulus to industries. That is the view ! take. ' 


21961. Q. What do j’ou tliink of the 10 per cent, import 
duty on maoMiiery ? It used to be 21 per cent, before. 
How w'ill it affect the industrial growth of the country ? 

A* If T had worked out the cost of putting up a mill 
at 25 lakhs, it is now going to cost me 27.1 lakhs, 

21962, Q, It is a charge on capita! ? 

A. it is a handicap to industries. It will make it 
more costly to start industries. You can explain away 
these measures by saying : " We want money and wc 
must get it from some source or other,'* But these two 
measures are likely to retard the development of indus- 
tries and to aggravate the depression that is on. 

21963. Mr. Jamnmlae Dwarlcmkt'^, — Q. There are one or 
two points I would like to have your opinion on. In yoMv 
answ'er to Question No. 13 you say ; The Government 
can further the cause of Indian industrial development 
a lot, by giving their orders for large quantities of manu- 
factured goods which they annimily buy from abroad, 
only to such firms as undertake to take up and train a 
specified reasonable number of Indian students. There 
is nothing new or unreasonable in this demand In 
your opinion, IMr. Purshotamdas, w’hilc for the last so 
many years wc have been purchasing practically all our 
stores from Great Britain even at a sacrifice, w'e havs 
reaped no advantage from them 
A, In the direction of getting any preparation for our 
industries ? 

21964. C. Yes. 

A. None that 1 am aware of Zou may have got a few 
apprentices, but nothing has been done so far on a sys- 
tematic and large scale : nothing that is wan*antcd by the 
large orders that India gives. 

21965. Q. Would you make it a condition with the 
firms with which you place orders that they should take 
a reasonable number of our men for training f 
A. So far as I understand other countries make that 
condition, and it is only India that has not done so. 

21966. Q. You know Sir Vithaidas moved a resolution 
in the Assembly about this matter ? 

A, I do not remember those proceedings. I was not 
in India then. 

21967. Q, Sir Vithaidas moved a resolution and I 
think it was ultimately mthdrawn on an undertaking 
given by the member in charge that steps will be taken 
to move in the matter. 

A. Has Sir Vithaidas taken an undertaking from 
Government that they would make a statement evefy 
six months on wdiat has been done ? If he has not done 
so, the undertaking is of no use. 

21968. Q, In view of the fact that we place large 
orders with English firms, w^e must at least have this 
advantage : that our men would be trained. That is 
your emphatic opinion ? 

A. With whomsoever wo may place our orders, if the 
Government of India make up their mind definitely to 
make this condition they can easily make those condi- 
tions. 

21969. Q, If those conditions are not accepted by 
English firms, do you think there arc other firms, — I 
mean foreign firms — w^ho wuuld accept those condit- 
ions ? 

A, They are very anxious to get our orders, and they 
would accept those conditions. 

21970. Q. With regard to the supplementary state- 
ment you have made, I understand that you think that 
many of our industries depend on raw sulphur ? 

'A. Yes. ' 

21971. Q, What is your actual suggestion ? Bo you 
want to place raw sulphur on the free list ? 

A. Yes. I fail to understand why it should not be 
exempted from the import duty- 
21972. Q. Apart from its being a matter of fiscal 
policy I think it can easily be done by the legislature 
by putting it on the free list. 

A. I do not know what the powers of the legislature are 
in that direction, 

21973. Q. Your knowledge of the conditions of India 
is really unique. I would like to ask you about the pros- 
pects of the woollen industry in this country. 

A. I presume the Commission has got first Hand infor- 
mation from the woollen manufacturers. I was given 
to understand that Australian woollen tops, as they call 
it, are being similarly taxed. The distinction between 



tvool and sulphur is this : sulphur is an absolutely raw 
product, but wool is partly manufactured, i hesitated 
to put the case of wool before you because I felt that in 
trying to support both, I might possibly spoil the case for 
raw sulphur. In the case of raw wool, I think it is a 
question that the Commission can go into at leisure. 
But the question of raw sulphur is an absolutely strong 
one, and it is only a matter of bringing it to the notice of 
the Government of India. If the Commission do it, 
I think the relief will be available immediately. 

21974. Mr, B, A, Mant. — Q, At the very end of your 
statement you refer to a permanent panel that has teen 
constituted under the Safeguarding of Industries Act 
in England. Supposing this commission recommended 
a permanent organisation for investigating the claims of 
industries to protection, would you consider that some- 
thing on the lines of that panel would be a suitable arra nge- 
ment ? 

' A, Well, I refer to that panel, but I am not aware 
who are eligible to that panel. But in India, in view of 
the present conditions and in view of the distinctly 
racial inclinations that some important bodies have 
shown recently, — I am afraid we have seen the worst of 
it in the Times of India in the address of the President of 
the Bengal Chamber of Commerce — in view of that, I 
am not in a position to commit myself in regard to the 
constitution of the panel. That is the last straw that 
has broken my back. That speech of Sir Kobert Watson 
Smyth has changed my outlook and makes me shudder at 
what is coming on. As yoq^have very kindly tolerated 
my reference the budget, Mr. President, I hope you 
will tolerate my reference to this also. I am not prepared 
to say what panel would serve my purpose. If the 
attitude reflected in that speech is going to be continued 
the panel will have to be on some lines by which Indian 
interests will be safeguarded. 

21975. Q, Leaving aside the speech what lines would 
you suggest ? 

I should say it should be of representatives of Indian 
industrial and commercial interests, some members of 
the general public to represent the consumers’ interests, 
and some experts. 

21976. Q, That is all I wanted to ask you. I do not 
want to follow up your reference to the speech of the 
President of the Bengal Chamber of . Commerce. 

A, I do not want you to refer to it. 

21977. Mr, Rhodes, — Q YIo have had what we may 
call a frank discussion, and I am generally known to be 
pretty candid myself. You have referred to the speech 
of the late President of the Bengal Chamber of Com- 
merce. 

A* Just casually. Sir, I did. 

2197S. As a matter of fact I am the President now. 
A* I know. Sir. 

21979. Q, 5Tow, I just want to mention the question of 
British firms already established in India, not the intro- 
duction of fresh firms. I want to refer to the Englishmen 
and Scotchmen who spend the whole of their working life 
in India, as I have done. When they leave India they go 
back home as most Indians do, to their own countty 
to spend the last few days of their lives but they perforce 
have to leave their capital behind them to their own good 
and to the good of the country here. I want to suggest 
* to you that these firms and the Indian firms have really 
a common interest and a common policy, and it is possible 
to have the closest possible co-operation between us- 
There is not the slightest necessity for these racial ani- 
mosities. But when you rub two metals together, both 
get hot. As President of one important Chamber speaking 
to the President of another equally important Chamber 
I suggest that this is not really necessary. There is 
plenty of room to work together not only side by side 
merely but in close co-operation. 

A. May I tell you. Sir, that I held the same opinion till 
this morning, until I read that speech of Sir Robert Watson 
Smyth. If you say that that speech has not your 
sympathy I agree with every word that you say. My 
firm has existed for 55 years and I myself have worked for 
22 years : we have v/orked hand in hand with Englishmen. 
The Bengal Chamber of Commerce is the European 
commercial body of Calcutta, and if the Chairman of that 


body can burst out into that outburst which We have 
read this morning, I suggest, Sir, there must be something 
very wrong. I cannot reconcile myself to the way in 
which you start things really. I am talking absolutely 
frankly., I hope that that does not represent your 
opinion. 

21980. Q, I do not want to get into a discussion of this 
matter. 

A. If that does not represent the opinion of the average 
Englishman in India, I agree with what you have said, 
Sir. 

28981. The President . — Gentlemen, I am afraid we 
have diifted into unnecessary topics. 

Mr. Rhodes. — I just mentioned the subject, Sir, — 
not to raise any discussion, — but to clear away any- 
misunders uanding. 

Mr. Jamnadas Dwarkadas. — I think it is a relief that 
the present President of the Bengal Chamber of Commerce 
does not express that view. 

Mr. Rhodes . — I want to make it clear. Sir, that I am 
not expressing any views on Sir Robert Watson Symth’s 
speech. 

21982. Q. As regards the question of foreign firms and 
training for Indians, I think there is perhaps a little mis- 
understanding on this point. I was in communication with 
a certain important I rmwho are desirous of coming out 
here, and I asked whether they would be prepared, if 
they did so, to associate Indian directors with me in the 
Board and they said they would bo delighted. I also 
asked them whether they would be prepared to train up 
Indians in this country and they said “Yes, but we are 
also prepared, in the last two or three years of their 
apprenticeship, to take them home and train them in our 
workshop there, because we must have a low cost of 
production in India, and that we should get it by training 
Indian Labour.” Has that point of view your support ? 

A, Absolutely everybody would give their support if 
they trained our people. 

21983. Q. It is purely from economic reasons that the 
whole thing was put before me. 

A. The way in which it has been put before you is the 
way in which I have put it before you. 

21984. Mr. Seshagiri Ayyar. — Q. With reference to the 
question that Mr. Jamnadas asked you, is there any 
difficulty in Indian students, who want to get themselves 
apprenticed, jfinding traders who will apprentice them ? 

A. Here or in England? 

21985. Q. In England. 

A. I was in England last year, and I am afraid my 
experience last year was that they would not take Indian 
apprentices. 

21986. Sir Montague PTeSS. — ^The Europeans were find- 
ing difficulty in finding jobs last year. 

A. I do not know about Europeans, but as regards 
Indians I was told by the High ( ommissioner that they 
would not take Indian apprentices. In the case of 
margarine, the High Commissioner or the India Office 
had to send an Indian to Frmce to get trained. 

Mr. Goyajee. — I am Secretary of the Students’ 
Advisory Committee. I had this impression^ but I 
was told by a European friend that I was wrong. The 
fact ..was that there was unemployment generally. If 
others were entertained the Trade Union men would down 
tools. 

21987. Mr. Sesha^iri Ayyar. — Q. You think we should 
exercise our powers of bargaining and insist upon Indians 
being trained ? 

A. We must have that condition as a sine qua non of 
any contract. They won’t let the orders go past them. 

91988. Sir Montague WM.—lz this, Mr. President, ^ 
fiscal policy ? 

The President. — Surely it is, Sir Montague. The point 
is obvious. If any member m the Commission is inclined 
to favour a policy of protection with a view to the develop- 
ment of industries, protection would include not oiJy a 
protective tariff, but also other forms of state 
in the way of providing. expert "Sri - 
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21989. Mr. Seshagiri Ayyar,---Q* There is only one more 
question, Mr. Purushotamdas. I do not know whether 
' you have got the financial statement of the Finance 
Member. He says : “ The estimates which I have Just 
given already take account of a substantial increase m 
goods rates in substitution of the existing surtax.” What 
effect would that have on the trade of the country ? 

A* Last year they put a surtax, and then the idea was 
that the surtax should be merged in the regular tariff 
and become a substantive rate. They were trying to 
do it last October, but they were not able. I do not 
think there is going to be any further increase in the goods 
rates. I do not think there is any room for putting them 
higher. The increase contemplated, is, I think, in the 
passenger rates. 

21990.' Sir Montague Wehh. — Q. On page 3 of your 
memorandum you say the four essential requirements of 
industry are raw materials, capital, labour and technical 
skill. Have you not left out the most important item 
thr^ demand or market ? 

A. I thought that was taken for granted. There is 
nothing to be done to get the market. The market is at 
our door, whereas the raw material, labour, capital and 
technical skill we have to get. 

21991. Mr. Goyajee. — Q, It has been put before us 
that industry should ask for special rates. 

A. Bailway rates t 

21992, Q. Yes, for carrying raw materials from the 
supplier to the factory and from the factory to the 
market. The idea is that we should raise the cost of 
import and export. Do you think from the side of railway 
finance this scheme is sound ? 

A» Do I understand that the idea is that the rates 
from ports to ports should be raised ? 

21993. Q. Yes, and the rates from one up-country 
centre to another should be kept fairly low. That is the 
suggestion that I want to discuss with you and to ask 
you about its influence on the railway finance. The 
railw^ finance has been the backbone of our fibuance ; 
and for some time there have been deficits. 

A. You find that the main traffic is from port to port. 
The development of traffic between up-country centres 
can only come with the development of new industries. 
GCherefore if the method Just now mentioned is carried out 
— 1 think it is quite possible — it would not hit the railway 
finance. It would not hit if the industries are only 
fairly developed. 

21994. Q, It would take ten or fifteen years at least. 
A. Yes. 

21995. Q* Meantime you would be xfisking their old 
established business connections. 

A. A business man would have no sympathy with that 
•sort of business connection. 

21996. Q* I am only looking at it from the £. d. 
point of view, as regards railways, that is from the finan- 
cial point of view. . 

A. It won’t be bad. 

Would the raising of rates bring more 
Would it not reduce exports and imports ? 

A. It would give further encouragement to new indus- 
tries. 

21998. Q. True, but the new industries will take 10 or 
15 years at j^east to develop. Meantime what happens 
to yotir r^way finance ? There is a deficit now. 

^ AH-AAthe same feae is it right to continue this, what 
may be callM, unnatural way of levying rates ? 

21999. Q. Is it" not a complaint in every country that 
the importer is favoured by railways ? The railways 
naturally favour the importers because they bring goods in 
larger quantities and over long distances. If you go to 
England the people there will repeat the same complaint. 

A. England is a free trader, because it suits her. to be. 
But in Uermany you do not find this. 


22000. Q. No ? 

A. Germany is strongly a protectionist country; 
Germany does not give unduly preferential rates for 
imports except for raw materials which she requires for 
manufacture. It all depends upon the peculiar circum- 
stances of each country. What is good for England need 
not be good for India. 

2C00L Q. Suppose such a reform of railway freights as 
is suggested is contemplated by us, would it be proper to 
begin it at once when the finances of the country arc in a 
bad condition ? Would- you not wait for some favourable 
period when we can bear the diminution of railway 
finances ? 

A. The port to port rates are now low and the up- 
country rates high. You have only got to take away 
something of your up-country rates and ]>ut it on the 
port to port rates. Then the financial conditions would 
be in favoiir of the treasury, and it would not be against 
it. 

22002. Q, For ten or fifteen years, that is as long as 
the industries take time to grow they would xiot be able 
to supply very substantially f 

A. The up-country trafifio would be smaller. You 
would only be reducing the rate on them and you would 
be putting it on the traffic which will continue to be 1 irge. 
Besides, by putting protective duties you ate not going 
to shut out imports, because until your industries are able 
to supply all the demand, some imports will have to come 
in. * % . 

22003. Sir Bdgar Holberton.---Q- With reference to 
para. 13 of your statement don’t you think that business 
enterprise is one of the essential requirements ? 

A, Without business enterprise of course a man won’t 
think of any industry. 

22004. Q. I do not think that India can entirely 
escape the accusation of being rather wanting in business 
enterprise ? 

A. My own opinion, Sir, about Indian business enter- 
prise is that in every province in India you have people 
whose business enterprise will stand very favourable 
comparison with the business enterprise in any part of the 
world. But the question is want of facilities. Take 
the Marwari of Marwar, he will stand comparison in 
business enterprise with anybody else. Take your 
chetties of the south. It is all a question of facility and 
what opportunities you have got. Given the facilities, 
I personally think that the various parts of India will 
give you people by thousands who would have business 
enterprise. Goto East Africa. The Indian was the 
pioneer there. The' development there was due to his 
business enterprise. The Indian was looked upon as the 
man who made Ahica. To-day others come and claim 
it. The question is when an Indian gets to a certain 
point there is a handicap put in his way. 

22005. Q. In his own country ? 

A. I mean in the colonies. In his own country the 
policy followed has been such that he has not got much 
facilities for business enterprise. Without business 
enterprise the Bombay mills would not have come. 

22006, Q» You think that these people by this tariS 
wall, will change the whole situation, and that whereas it 
has been almost impossible for India to flourish in busi- 
ness with some exceptions previously, it will in future 
bl easj^ for them to flourish ? 

A. It will certainly. The prospects are that within the 
next 15 or 20 years India will certainly be well on the way 
to industrial development. 

22007. Q. Do you find it quite possible to ^uild up 
successful business without protection ? 

A. It is not industrial business. It is commercial 
busing 

22008. Q. Commercial business does not need protec- 
tion ? 

A.* I do not thieik the Chamber has asked for protection 
for commercial business. 

22009, Q. What is commercial businesa ^ 

A. Export and import business* 
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Written statement of the Indian Economic Society, Bombay, represented by J. B. PETIT, Esa., C. S. DEOLE, Es^., B. A., 

and Prof. G. N. JOSHI, M.A. 


Freliniinary 'Remarhs, 

22010. 1. Industrial development is the chief economic 
need of India. Industrialization, leaaing to diversification 
of occupations, is the consummation devoutly to be wished 
loT, in this country, to mitigate the evils of poverty and 
famines and to introduce stability in its economic 
life, 

22011. 2. The best method of hastening industrial deve- 
lopment is to adopt a Scientific Protective policy to foster 
infant industries and to promote new ones. India 
possesses all the natural requisites of industrial develop- 
ment. The impediments in the way of her rapid indus- 
trializatiou are economic and not physical ; they are 
artificial and npt natui-al. Owing to unfair foreign com- 
" petition and lack of national industrial policy, Indian 
industries have not developed. To secure the economic 
advantages, enjoyed by highly industrial countries, owing 
to earlier start, Wa?., raising of India’s industrial technique 
and equipment, a protective policy is indispensable. Pro- 
tection will enable her to conserve, consolidate,^ utilise 
and develop economic resources in harmony with her 
national interests. 

22012. 3. A protective policy will promote and tester 
home industries and at the same time might bring in 
more revenue. 

22013. 4. It must be stated clearly that a protective tariff 
by itself can never work miracles in building up manufac- 
tures, unless there are other factors of production already 
in existence. In this country other factors of production 
and the necessary conditions for the healthy growth of 
industries are already present either actually or potentially. 
Protection, in the opinion of our Committee, means the 
totality of all those measures which are necessary to 
stimulate the productive powers of a country, viz., tariff 
duties, bounties, subsidies, .transport concessions, etc., and 
our Committee want all these measures to be adopted. ’ In 
short, the whole attitude of the Government must he per- 
meated with a Protective spirit. 

22014. 5. A protective tariff will generally lead to a 
temporary rise in prices, but ultimately there wilL be a 
reduction in them. It is good economy from a national 
point of view to pay higher prices for some time to secure 
economic independence and to build up industrial edifice. 

2201b. 6. In short, industrial development is the crying 
need of India. To achieve this object, seeientific and 3 udi- 
cious protection is indispensable. A protective policy will 
hasten the process of industrialization by promoting home 
industries aiad will probably raise more revenue. A tem- 
porary rise in prices will be more than compensated for, by 
a permanent reduction in future. 


to mitigate the evils of poverty and famines in India 
Protective duties will hasten industrial developraeht, 
secure the domestic markets for home industries, provide 
necessary conditlttlLS for the growth of those already 
established and will bring into existence new ones. 
By facilitating harmonious growth of all industries, 
cultural and manufacturing, the economic life of the 
country will be stabilized. 

22024. 10. Our Committee are sanguine regarding India 
being fully independent of other countries for her mam 
requirements in manufactured goods. 

2i025. 11. On all such manufactures as stand a lair 
chance of being established in the country. 

22026. 12-14. Protection should be accorded to industries 
on the following principles . 

(1) To those industries for which there are favourable 
conditions of healthy growth, t.e., for 'which 
there is an abundant supply of raw materials 
and secure market. . . x . 

(21 To those industries, including key industries, 
which are essential for national well-being and 


national defencer 

22027. 15. It is necessary to grant special protection 
against foreign goods favoured by such measures as dum- 
pmo*, bounties, subsidies or transport concessions, and this 
kind of protection can be afforded by imposing anti-duu.ping 
duty on the commodities so dumped. One of the methods 
of ascertaining exact facts will he to call upon the complain- 
ing industry to furnish evidence of such measures of unfair 

22028 16. Our Committee believe that there is sufficient 
scope in this country for hand industries and in particular, 
for cotton handloom industry, as these industries are supple- 
mentary to agriculture. The peculiar economic conditions 
of India render their existence possible side by fdewith 
power industries. They should he mamtaaned by all 
iieans possible, namely, by introducing technical im- 
ppvements and co-operative principles in production and 

22029 17. Yes, it may. If the combination is continued 
to maintain the monopoly price, even after the industiy 
is firmly established, lowering of import ^^ty or even 
its abolition, in extreme cases, will solve the difficulty. ^ 

22030 18. Yes, It is certain that, if protective policy is 
adopted British and foreign indusHal firms will endeayour 
to Ltablish themselves in India m order to geithe benefit 
of the protective tariff. In the interests of India, it must 
be enaW that no industrial firm can be started or regis- 
tered In this country, unless | of its capital is continually 
Indian and at least half of its directors are Indians. 

22031. 19. Yes, they may. And even if they arise, there 

will be no difficulty in adiusting them. 


Bepliestotlie Questions. 

A*— CteNEEAL. 

22016. 1. Considering the economic eonditions and the 
stafi^e of Indians industrial development, a policy of scientific 
and'" judicious protection is, in the opinion of our committee, 
essential to build up manutactures, 

22017. 2, A tariff provides a more suitable form of 
taxation in India at present than direct taxation.^ If fresh 
taxation is necessary, each csise must be decided on its 
own merits. 

22018. 3. The general tariff may be enhanced sufficiently 
to give protection to the indigenous industries and the 
duties on the articles of luxury may be increased to a 
er^tter extent. _ , , , 

22019. 4 No Bevenue prmciples must be replaced by 
protective oneiS. 

^020. 5. Tlie existing tariff policy has had disastrous 
effect on the handicrafts and industries of India, in the past. 

\ If the policy is continued, there is no chance for the indus- 
.trial development of the country. ^ 

22021. 6-7. If an import duty is levied to protect home 
industries, no excise duty should be imposed. 

2202 k 8. It depends upon circumstances. 

A jRrcftecHve Tariff. 

“ 2202 s. 2. The tariff should be framed primarily with the 

object of fostering Indian industries. A protective tariff 
will lead to rapid industrialization, resulting in diversity of 
occupations, which is the greatest economic desideratum. 



JSffeei of Ffotection on Prices and on ihe Consumer. 

22032. 20. An effective import duty generally leads to a 
ise in prices. To what extent it will affect the price of a 
larticular commodity, depends upon the percentage 6t 
lutv, the elasticity or rigidity of demand,^ and the proper 
lion Iff home to foreign supply. In certain cases, an im- 
port duty does not affect the consumer and is borne by the 

2203S^ 2l- A rise in prices, incidental to a protective 
luty, will not be permanent. 

22034. 22. Yes. 

22035. 23, No. , x x t* - • 

22036. 24. An increase in the cost of living, owing to 
bariffrate8,willbe soon covered by a rise in the wages of the 
industrial wage earner and more gradually in the 
eases ot the ^ricultural wage earner and the middle 
classes. 

JBffect of' Protection on Foreign Trade. 

020^7 25. A policy of protection may, for atiu'e, decrease 
the volume o£ fudi^s foreign trade, but it -will certainly 
lead to a corresponding, nay, to a greats increase in the 
volume of her internal trade. The eff^t on the gener^ 
commercial position and prospects of the country mH, 
undoubtedly, be salutary. 

Use of Tariff for Bargaininff. 

22038. 26-28. Yes ; but considering the na^e 
exports, India has nothing to gam at present , 
framed with the intention of 
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Organisation for investigating the claims of industries^ 

220*19. 29. For investigating the claims of various indus- 
tries to protection, fi’om time to time, and for the periodical 
readjustment of tariff rates, a permanent Tariff Commis- 
sion, representing all economic interests, is necessary. 
Such a Commission must he strong enough to resist politi- 
cal pressure in considering the claims pf protection. 

JSosport Duties, 

22040. 30. Export duties may be levied in the case of 
monopoly articles if they are absolutely indispensable for 
raising the necessary revenue. . They may also be imposed, 
in extreme cases, for conserving natural resources or for 
bargaining with or retaliating against other countries. 

22041. 31. HIxport duties ordinarily lead to a diminution 
in the volume of export trade. But they canbe imj osed 
without serious injury to trade under the following circum- 
stances 

(1) If the exporting country has an absolute or a 

relative monopoly of the article exj orted. 

(2) If the e^jported commodity is in universal demand, 

and its proportion to the world supply is of 

sufficient significance. 

(3) If no suitable substitute is available to the buying 

countries. ^ 

As some of Indians exports satisfy one or more of these 
conditions, a modfirate exi ort duty may be imposed on 
' them. 

22042. 32. Yes. Ores and manures are instances in poitit. 
' It may have an effect on the producers. The extent of the 
duty wall depend upon the condition of the world market 
from time to time. 

22043. 33. Yes. Not only would it be of advantage to 
India, but it is economically essential for her to impose 
export duty on foodstuffs with a view to conserving the food 
supply of the country. By the imposition of such a duty 
the agricultural interests may be adversely affected ; but 
in the long run, there ia no reason to fear a substantial 
diminution in the quantity of foodstuffs produced. A 
portion of such duty should beset apart for agricultural 
improvements. 

22044. 34.*fcYeB. The cases in point are Kaw and 

Tanned hides and Eaw and Manufactured Jute. 

B. — ^Imbebiaii Peefekencb. 

22045. A scheme of Imperial preferenceffor India is econo- 
mically detrimental, politically inexpedient, and financially 
ruinous. India has nothing to gain and everything to lose 
in her import and export trade. Adoption of Fiee Trade, 
without any thought of her economic condition and the 
stage of her industrial development, reduced India to a 
condition of eco^romic ht'lple.-sness ; but the adoption of 
Imperial Preference will mark the culmination of that 
process. The only redeeming feature of Free Trade, via,, 
selling in the dearest and buying in the cheapest market 
will disappear, under Imperial Preference ; and by limiting 
both import and export markets, Indian producers, oonsu- 
mersi and also the Indian treasury will lo.<e considerabiy. 
It will ^ divert India's export trade into Biitish hands. 
India will cotnmit economic suicide by thus giving Great 
Britain more opportunities to exploit her natural resources 
and markets. Unless India wants to postpone her indus- 
trial developement — to remain a plantation ground to 
produce raw materials for foieigners and to provides 
lucrative market to the foreign manufacture a — it will not 
be advisable" to adopt such a scheme. It is certain that 
Uttier Imperial Preference India mest give up all hopes of 
hoaiding up her manufactures. 

, , ' finej bur Committee are strongly opposed to a scheme 
of. Imperial Preference on all grounds. 


22046. 35-30. As the prime economic need of India is to 
build up her industiies, protection against all countries is 
inevitable ; our Committee, therefore, have nothing to say 
in favour of Imperial Preference. 

On pure economic grounds, India has nothing to gihi 
and all to lose, under sack a setjeme. Our Cbmmitie 
maintain that Free Trrde is bad for this country but 
Imperial Preference will be worse. 

A scheme of Imperial Preference is a question more of 
politics than of ecommics. It is meant to strengthen the 
ties betwt'en the constituents of the Empire. So, as a 
matter of political expediency, it is better to strengthen 
natural ties bused on justice and equality than to have 
lecourse to artificial means. 

The economic loss to this country will be too great to 
permit the adoption of such a scheme on any ground. 

22047. 37-40. Our Committee anticipate material „ eco- 
nomic loss to India from a system of Imperial PrefercLce. 

In 1913-14 (pre-war normal year) 70 per cent, of India’s 
total imports were from the Brit'sh Empire (64 per cent, 
from Great Britain alone), ^ihus without a preferential 
scheme Great Britain has a lion's share in India’s impoit 
trade. To allow her goeds any preferential tieatment is to 
give her a virtual monopoly of our import tra^Ie. Soper 
cent, of the total imports now coming from foreign 
countries consist of those goods which are either not 
produced or not favourably produced writhin the Empire, 
So, by giving preference to British goods, 30 per cent, i f 
our trade will be diverted into British hands. By thus 
limiting our import market, there will be a rise in the' value 
of impoits, Indian consumers will be penalised, and the 
Indian treasury will suffer in revenue. India’s indu.str'al 
development conflicts more with the material interests of 
Great Britain than with those of any other country, fell e, 
therefore, needs protection more against Great * Britain 
than against any other country. India’s import trade with 
the Dominions is not very great, and even if it were so, so 
long as India’s political rights are denied by them, she 
should not he ready to enter into any such scheme. 

In 1913-14 62 per cent, of India’s total exports were to 
the foreign countries and only 38 per cent, to the British 
Empire (24 per cent, to Great Britain). Thus it is clear 
that India's best buyers are the Non-British countries. 
India must sell her produce in tl e dearest market. She 
cannot afford to lose her foreign customers. Under 
preferential scheme she will make her produce deamrto 
other countries than to the British Empire. In course 
of time, India’s export market will be monopolised by 
Great Britain who will buy off all hf‘r (India's) produce at 
preferential rates either for its (Great Britain’s) own use 
or for selling it to the foreigners at India’s cost. By thus 
limiting the export market, foreign competition will be 
eliminated in course of time, and Indian producers will 
suffer by having to accept the price offered by British 
merchants. Indian exports, being mainly raw materials, 
do not need any prefer^tiil treatment. So, iu her expoidi 
trade also she has nothing to gain and a good deal to lose. 

If a scheme of Imperial Preference is adi-ptcd, our 
Committee fear that London will be an entrepot for Indian 
trade and it will result in indirect subsidies to British 
manufacturers, merchants, and shipowners at the cost of 
Indian consumers and proiucers. 

Our Committee also apprehend a tariff warfare as a 
result of such a scheme. 

22048. 41, A system of Imperial Preference may affect 
the total volume of India’s exports and imports, but will cer- 
tainly alter appreciably the proportion between them so as 
to affect adversely her balance of trade. 

22049, 42. The diversion of trade, owing to Imperial 
Preference, will have a detrimental effect on India's general 
trade position. 


Oral evidence of th^ Indian Economic Society, Bombay. 


[Mr. J. Ji. Petit, Mr. C, S, Deole, and Prof. G. N. Joshi, 
Jn and examined. The replies weu generally given 
Mr. Joshi special mention is made in the report,] 

22050, The Jf resident X — Q, - Gentlemen, you represent 
the Indian Economic Society P ’ 

^ A, Yes. 

^’-22051,- Q. Tour membeis represent? 

, . A* Oor members represent merchants, bankers, eco- 
■ nomists, professors and stu^'ents of economics. 



representatives of the Indian Economic Society were called " 
by Mr. Petit. Where they were given by Mr, Deole or 

22052. Q, In paragraph 2 of your written statement ‘ i 
you say : The impediments in the way of her rapid in- , J 
dustrialization are economic and not physical ; they are 
artificial and not natural.” Will you please explain what V i 
you mean by « economic and not physical ” and artificial . 
and not natural JM 



A. T)hat means" tliat nature lias endowed us with all 
those facilities which can make us great industrially, but 
the artificial impediment, the not being a Government of 
our own, is responsible for the economic deterioration of 
this country. 

22053. Q. Your view is that the Government of India 
has imposed artificial impediments in the way of the indus- 
trial growth of the country ? 

A. Yes. 

22054 Q. Will you please name what those impediments 
are which the Government has imposed in the past? 

A. Take for instance the railway rates for imported 
articles as compared to the articles that are produced in this 
country. Before the Railway Committee, as you are aware, 
instances have been placed to show that in some cases the 
rates have been so adjusted as to make it cheaper for an 
imported article to be transported to an inland place from 
the sea ports in India than it was to take articles produced 
in the country to the principal markets of India from the 
manufacturing places in India itself. (Mr. Joshi) India's 
industrial growth has been hindered not because she is 
physically unfit for industrial development.^ She is endowed 
with all the raw materials and ail the requisites for indus- 
trial development, but her industrial development is im- 
peded because she is lacking in the equipment, skill and 
technique which other countries have acquired through 
their early start. That is what is meant by they are 
economic and not physical”. We are not by nature unfit 
for industrial development ; we can fee self-maintaining 
and self-sufficient economically. That is not possible now 
because artificial impediments are placed in our way, in the 
sense we are not given opportunities to develop the skill, 
equipment and technique which others- have acquired 
through early start. That is what is meant by they arc 
** artificial and not naturar'. That is the view of our 
society. 

22055. Q. Your President has cited instances to show that 
the policy pursued by the Government has placed artificial 
impediments in the way of the industrialization of the 
country. 

(No answer.) 

22056. Q. lu your answer about Imperial Preference you 
say ** A scheme of Imperial Preference for India is economi- 
cally detrimental, politically inexpedient, and financially 
ruinous* Indm has nothing to gain and everything to lose 
in her import and export trade. Adoption of Free Trade 
without auy thought of her economic condition and the 
stage of her industrial development, reduced India to a 
condition of economic helplessness : but the adoption of 
Imperial Preference will mark the culmination of that 
process”. Will you please tell me what you mean by the 
adoption of Imperial Preference will mark the culmination 
of that process ” ? 

A^ It has been remarked further on that Free Trade is 
had for India and that on account oi Free Trade industries 
have not been developed. But there have been certain 
advantages under, Free Trade, that is buying in the cheapest 
market and selling in the dearest. If Imperial Preference 
is adopted then that advantage which we have under if ree 
Trade will be lost. (Ki\ lieole) What we mean is that under 
Free Trade India has already suli’ered, and if Imperial Pre- 
ference is adopted, ulie result would be worse still. 

22057. Bdgar Rotberton .— Q. In your answer to 

question No. Vi you say a protective tarilf will lead to rapid 
mdustiializatlon,” from whioa I take it that you mean that 
the institution of a policy of protection will at once cause an 
increase in industrialization. Could you explain to me how 
that will happen ? 

J.. It will lead industrialists to go in for new industries, 
because of the protection which it is bound to give them 
against foreign competition and of the pussibilitios opened 
out for larger profits. 

2205S. Q. For larger profits ? How will that happen as 
a result of your protcciive tariff? 

A. They will have a market adjusted on the basis of the 
prices of toreign articles with the protective duty that will 
be imposed on them, and they will have the benefit of the 
difference of the higher prices and their own cost of pro- 
duction, 

22059. Q. That means tbwit the immediate cause will be 
the benefit of the rise in prices which will go into the pockets 
of the Commercial persons tlnit take up the industry ? 

A. But ultimately not so. 

22060, Q. Now, do you think this policy would have the 
effect of creating new industries or will most" of the capital 
go into old industries ? ' . 

A They will have the effect of creating new industries. ^ 


22061. Q. The mere fact of putting up a tariff wall will 
bring more money to new industries? 

A. Yes. 

22062. Q. Will you give some instances ? 

A, I have given the match industry for instance. 

22063. Q. Do you really mean to say* that the only reason 
why there is not more industrialization in India is the 
absence of a protective tariff ? 

A. It is the most formidable reason. 

22064 Q. There are no other reasons ? 

A, There are other reasons, but they are not insurmount- 
able. 

22065. Q. You do not foresee any labour difficulties r 
A. Not at all. In a country like India with^ its abun- 
dance of population, most of which is starving and is 
satisfied with one meal a day, I do not think that labour 
disputes as there are in European countries are likely 
to occur for a long time to come. 

22066. Q. I was merely talking about sufficiency *01 
labour. You are in business. You have not shortage of 
labour ? 

A. I have. 

22067. Q. How do you account for that ? 

A* In Bombay the shortage of labour occurs owing to 
various reasons. One is insufiGlcient housing accommo- 
dation ; then the unwillingness of most people who are 
agriculturists to leave their homes and to go to distant 
places, and various other difficulties. If there is a properly 
organised scheme for bringing labourers from the rural 
areas to big centres of industries, I am perfectly certain 
that what difficulty now exists will be removed. 

. 22068. Q. Am I to take it that you want an organi- 
sation to force them to labour ? «. t j • 

A, Not to force them. Well, the majority of Indian 
people, as far as the labouring classes are concerned, do 
not show any overpowering desire for this industrial lire. 
Many of them do not understand perhaps the conditions 
of industrial life, and some that do are so discouraged by 
the surroundings they have to live in and by other cir- 
cumstances which surround their daily lives, that they 
exercise an undesirable effect on others when they go back 
to their homes. 

22069. Q. How are you going to remedy that r 
A* If the representatives of the Colonies can come here 
from a distance of thousands of miles and succeed m 
taking away our labour thousands of miles away under 
very irritating difficulties, there is no reason why our re- 
presentatives, the representatives of properly organised 
associations or bodies, cannot do so for indigenous indus- 

22070. Q. Are you not getting dangerously near the in- 
dentured labour system which somebody is objecting w. 
That was the sort of thing objected to in the case of the 
Colonies under tbe new Emigration Act, The sort of thihg 
you are talking is definitely legal ! , 

A. The taking away of labour under indenture is quite 
a different thing from the taking away of labour volun- 

^^22071. Q. I cannot understand your argument. " At the 
present moment there is no indentured labour because we do 
not like it. You are going to introduce an industrialization 
process which will demand move labour. In order to 
safeguard yo'ir getting more labour you are going to get 
an organisation to indace the country people to believe 
that they are quite wrong in sticking to their country r 
A. The point is this : there is no laboqr at the present 
moment in tne country for all tuose who live there ; they 
have only got to be impressed witU the desirability of their 
engaging themselves in industries. If this happens, I am 
of opinion that labour^scarcity will not be felt. ^ 

22072. Q. At present they have not that desire r 
Yes. . ^ . 

22073. Q. Well Mr. Petit, are you interested m cotton 
mills ? excuse my ignorance. 

A. Yes. 

32074 Q. We have heard rather universally that there is 
undue competition from the Japanese and one of the great 
factors which has brought that about is that in Japan they 
work two shifts, I have often enquired why the Indian 
mills would not work two shifts, and I have been told that 
the Indian labourers do not like it. ^ 

A, We can get labour, but there is no accommodation. ^ 
22075, 4. Which means the same thing. The fact is 
that you cannot adjust your mills to work two shifte r^ 

A. By accommodation, I mean housing accommodation. 
22076, Q. Oil account of the difficulty about housing 
TOUT labour you are unable to work two shifts f ^ - — - 

" A» 1 venture to think that scarcity of labour w 
different from the difficulty of getting Jabour- 

tv' 
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tliere is no housing accomtQodation, There ate at prosent 
difficulties about quarters. The quarters for mill ]aboui*or 
.are being erected. 

22077. Q. You see your way to run two shifts* 

A. I possibly would run, but if every body ran there 
would he a large rusU of people froni the coantry wliich 
will create a state of unsatisfactory condition in the city. 

22078. Q. Where is your niflustriali2atiou of India going 
to begin? Is it in Bombay ? , ^ . 3. . 

A, JSTot necessarily in B mibay ; it may be in districts. 
22079. Q. You said that you were going to get an orga- 
nisation to induce the coantry people to come to big indus- 
trial centres f ^ 

A. The Bombay rniil workers come from Karwar, Itai- 
nagiri and other districts. ILyou open an organisation, 
this labour from the country have to be brought to 

22080. Q. Yourindustrializationwill not take placein big 
cities ? 

A, In Bombay it may not take place because of the co 1- 
dition of Bombay. 

22081. Q. Where will you get your labour ? 

A In the same way that you get labour for the Colonies. 
22082. Q. You cannot get them in Bombay ? 

A* Not in Bombay. 80 far as Bombay is concerned 
industrialization wouid not take place to a great extent. 

22083. Q. Japan works two shifts. Can you ran two 
shifts in Bombay F 
A. Not in Bombay to-day. 

22084. Q. I cannot see that there is any room in Bombay 
for further industrialization ? 

A Why do you assume that this industrialization 
should take place in Bombay and not in other places. 

22085. Q. Because this is the place of cotton mills. You 
cannot run two, shifts in Bombay because you cannot get 
the labourers. You cannot complain about that f 
A, There are 250 mills all over India and in Bombay wo 
have only 80 mills, 

22086. Q,. There is one more point about the labour 
question. Is the condition of the labourer considerably 
better now than it was years ago ? 

A. It is better, but it could be better still. 

22087. Q. Better in the way of more money ? 

A Yes* 

22088. Q. Have you found, as a great employer of labour, 
that the giving of more money to the Indian labourer does 
him good P 

A No. At present it would not. (Mr. Josbi) Giving 
more wages to the Indian labourer does him good. 

22089. Q. But Mr. Petit said it won’t ? 

A, (Mr. Joshi) Our Committee are of opinion that 
giving more wages to the labourer will undoubtedly lead 
to an improved standard of living. 

22090, Q. Does it improve the standard of work f ' 

, A (Mr. Joshi) It does as a matter of fact. And if 
there is something wrong in the system it is because they 
are not educated. 

22091. Q, Mr. Petit, you and I are employers of labour. 
I personally have found that the margin of increase of pay 
which will give a better return in labour is a very small 
one and if you attempt to go beyond that your’ labourer 
stays oat. Don’t you find that in Bombay P 
A (Mr. Joshi) That may be the immediate result. 
22092. Q. 1 do not want any ^ may be.* Is that the 
resdlt I 

A (Mr. Joshi) Out Committee cannot express any 
epmion On that definitely, but in the long run better 
wages will mean more efficiency. 

22098. Q." That is mere guess work. It has not been the 
- case wrthlndian'labour P ' 

A"(M\JdBhi)' You are confusing thef issues. Indian 
educated. If people do not utilise their 
money it is because they are not educated. (Mr. Deole) 
Even if more wages ate paid they are not belter off. 

22094 Q. Supposing the ordinary payment is X annas 
give them Xjplm 3 annas, they 
.^btil they spend that fchree*annas ? 

I know it from my personal experience. 
2^5, Q. Y ou and I are both practical employers, and 
we kno^ it, Mr Petit. ' 

(No answer.) 

2209fi. JK*. N&rotiam Mardrji : — Q. To pursue this 
m)int a little further, we all know that the Government of 
Bombay are not going to allow us to build factories in 
Bombay, and when that has happened, don’t you think that 
we will not find the same difficulty as we are finding? 
When there is good liousiiig accommodation you think labour 
wiU be induced to come P 


A. Yes. 

22097. Q. Now in your pivliinlnary remarks at iho end 
of paraijriipli -1, you say : ‘‘ In short the whole attitude of 
Government shoald be i)erm£*a!ed wilh a protective spirit*' 
Whai you want is a change of heart by the Government 
in all industrial matters ? 

#1. Yes. 

2209S. Now, in reply to question No, 8 you siy It 
depends upon circumstances.** Will you please illustrate 
your meaning by examples ? 

A, You are talking of import duties. There may be 
occasions on wliich you cannot pass them ou lo the con- 
sumer. Take for instance to-day’s peculiar condition of 
Manchester goods in Homb a 5\ The time may eume wi-en 
they will have to be sold off at the Itmvsl price obtainable, 
even less than the imported price, in these cirel^m^^ances, 
you cannot pass on the duties to the eonsurner, 

22099. Q. Would you protect inda^lries which require 
"semimanufactured goods as their raw mater als? Take the 
case of the iron and steel industry ; they inave to import 
sulphur ? 

A. Of course we would. 

22100, Q. In answer to question No. 15 you say One 
of the methods of ascertaining the exact facts will be to cull 
npon the complaining industry to furnish evidence^ of such 
measures of unfair comiietition.’* Who "wili examine such 
evidence ? 

A. A standing committee would have to be created. 

22101. Q. How will you recruit members for the standing 
committee ? 

It is a mere matter of detail. It will consist of represen- 
tatives of industries and commerce and capable experts. 
(Mr. Joshi) That is answered in our reply to question 
No. 29. 

22102. Q. Now, with regard to Imperi al Preference,^ yon 
say : India will commit economic suicide by thus giving 
Great ^Britain more opportunities to exploit her natural 
resources and markets." Do you mean that there is 
exploitation even now P 
A Of course. 

22103. Q. What is the opinion of your society on the part 
that railway freights may play in the industrial development 
of the country P ^ ^ 

A (Mr. Joshi) May be beneficial or harmful. 

22104. Q. 1 mean the present policy. 

A. (Mr, Joshi) It has been detrimental. 
jSir Montague Webb : — Q. How many members your 
society has ? 

A, (Mr. Deole) 250. 

22105. Q, Whom do they consist of, and 1 whom do they 
represent ? 

A. (Mr. Deole) They consist of professors, students of 
economics, politicians and publicists, 

22I0G. y. Will you please explain how mduatrializafcioa 
will mitigate the evils of famine in India Pi 
A, (Mr. Joshij Industrialization will mitigate famine in 
this way that it would bring diversity of occupations. 
At present India is mainly agricultural and hence agricul- 
ture being precarious, the people have not the stability to 
live. Famines are only owing to the fact that in India 
there are no industries for the people to find employment. 
By the growth of industries we believe that famines would 
be less recurring. 

22107* Q. By famine you mean shortage of food and not 
failure of rains ? 

A (Mr. Joshi) Famine connotes shortage of foodstuffs 
and shortage of money to buy foodstuffs. 

22108, Q, When we speak of famine in India we generally 
refer to the failure of rains and shortage of food. That is 
the ordinary meaning. 

A* {Mr. Joshi) One is the result of the other. ^ 

221 09. Q. I want you to explain .exactly how*' a policy of 
industrialization would put you in a better position P 
A, (Mr. Deole) The thing is this. VVhen there is 
shortage of food many people troin the surrounding villages 
flock to Bombay and they take advantage of the Industries ' 
there. If there were more mduskies many more people 
would be engaged industries than at present. If they 
are engaged in industries they will not depend much on 
rain and they will be better than at present. 

22110. Q. I am assuming that famine is caused by failure 
of rains and shortage of food. I do not understand how 
having a large industrial population in Bombay would make 
the situation easier ? 

^ A- (Mr. Deole) What I mean is this ; by industrializa- 
tion the national dividend would increase ^and the people 
will get more money and lay by something to tide over the 
difficulties of famine. 



22111. Q. Ton thinly that in such cases the peoT)]e who 
have the money will he able to find money to buy food 
outside India? 

J., (Mr. Deole) Hot outside India. 

^211^ Q* What is going to happen if the rain fails ? 

-4* (Mr, Joshi) In India there is no univers'il failure 
of rain, 

22113. Q. Blit when the rain fails and there is shortage 
of food, I want you to explain how with a large industrial 
population the position would be mitigated. 

A, (Mr. J osbi) At present there is unemployment. If 
there are industries in India those people from the famine 
districts may he transferred to those industries. At present 
in times of famine they have no occupation. 

22114 Q. You haye not explained how the supply of 
food is increased hy the policy of industrialization. That 
is what I want. 

A (Mr. Joshi) The suppler of food would he increased 
with intensive cultivation. 

22115. Q. Then it is not industrialization. It is al- 
together a different matter. 

(Mr. Joshi) Industrialization would mitigate famine 
in this way that it would give employment to people who 
are thrown out of employment during the famine period. 
Where does the food come from when the rain fails ? 

If there is not enough food we will import from 
outside, 

22116.^ Q, That is what I want precisol}’’ to get at. The 
position is that if you have a large industrial pojiulation, 
you would in times of famine have to import food from 
outside. 

(Mr. Joshi) Not necessarily. 

22117. Q. I am assuming a shortage of rain and 

J.. (Mr. Joshi) Shortage of rain is confined only to a 
few districts in a particular year and the shortage will not 
amount to shortage of food in the country, as a whole. 

22118. Q. I cannot follow that. 

A, The first paragraph talks of the mitigation of the 
evils, 'poverty and famine. 

221 19. , Q. I can understand the evils of poverty, hut I 
canuot understand how the shortage of food is mitigated by 
having large industrial population. 

A. One of the evils of famine is that the prices of food- 
stuffs go' up very high and the poor people are unable to 
buy food because of their very small purchasing power. 
Now one of the points that we wish to make is that if 
India were industrially expanded the purchasing power of 
the people would he very much greater than it is at present. 
Thereby one of tbe evil effects of famine could be voiy 
substantially mitigated. 

22120. Q. I ask this question because it has been put to 
us by another witness in a precisely opposite sense, that 
large industrial population would increase the difficulties of 
famine, not mitigate but increase. 

A. Whenever there is famine one of the relief measures 
is to open cheap grain shops. , If on the contrary, we put 
more money into tbe pockets of the agriculturists, this 
necessity of having cheap grain shops would be done away 
with. 

22121. Q, But you will have to import food from outside, 

" A, Tes. 

22122. Q. If food has to he brought from outside some- 
body has to get the food, somebody in the world would 
have to grow. The problem is whether there will be more 
food supply because you increase the industrial activities 
in this eorm’try. 

A^ (Mr. Joshi) India has not to depend on foreign 
countries provided the whole policy is changed. With 
intensive agriculture India would supply sufficiently the 
needs of India. If there is famine in one district there is 
no fear that India will have to import food from outside. 

22123. Q. If vou had inseHed agricultural development, 
I should have understrod it better. Your society considers 
that tariff is the best way to develop industries and in 
paragraph 4 vou say that tsriff alone is not going to work 
miracles, What do you really mean by it ? 

A. Protective tariff will develop industries by 95 per cent. 
The remaining 5 per cent, will have to be done by scientific 
equipments and so on. 

22124. Q, Yon sincerely believe that 95 per cent, of tbe 
difficulties of making this country a big industrial country 
will be solved by means of protective tariffs ? 

A, Yes. 

22125. Mr. Oo^ajfee. — Q. I want to go a little further in 
-regard to the relation between famines and the protectionist 
problem- I suppose what you mean is this, that the general 
reserves of the country increases by industrial development. 

4* Yes, 


22126. Q. We can certainly import with the result that 
the effects of famine are spread over a larger area taking 
the world as a whole f 

A. Quite right. 

pi27. Q. In paragraph 4 you say that protection is 
only a part of the general programme of develoiiment. 

A. Yes. 

. 22128. Q. Do you include agricultural development ? 

A. Yes. 

22129. Q. In the same paragraph you mention about 
bounties.^ May I know what scope you would assign to 
bounties in vour programme of development ? 

A. (Mr. Joshi) As for example if India wants to start 
ship-building on a large scale at present, by giving bounties 
and subsidies to those companies which are prepared to 
start this industry, we can facilitate the growth of the 
industry of ship-building. 

22130. Q. You mean those industries which cannot be 
benefited by protection can be benefited by bounties ? 

A. Yes. We need not divide that into watertight com- 
partments. All the aids must go side by side. 

22131. Q. I quite agree. Would you suggest that in the 
case of basic industry like steel there is a greater scope for 
bounties because protection to basic industries would hurt a 
great many other industries ? Do you think so ? 

-4. We mean both kinds of protection, certain protection 
in the form of protective -tariff and also supplemented by 
bounties and subsidies. 

22132. Q. Then passing on to questions 12-11 you limit 
the scope of protection. Some important witnesses came for- 
ward this morning before us and argued that what we 
want is a general tariff wall, an indiscriminate tariff wall 
built all round. What is your view ? 

We want to have a scientific tariff in 
^nsideration of the importance of the various industries. 
Our society would not grudge protection to those industries 
that require continuous protection for somtime to com© if 
those industries are necessary for the national safety and 
welfare. 

22133, Q. You would not start with a comprehensive wall? 

A. (Mr. J oshi) No. 

22134. Q. Now coming to questions 31-33, don’t you 
think that generally in these proposals you tax the agricul- 
turist twice f First he has to hear some share of the import 
duties and then of export duties in order that manufac- 
tures might develop. ^Is it not a great hardship ? 

A. It is to a certain extent. But the development of 
the country has to be looked to. 

22136. Q. In tbe first place the agriculturist will he 
sensibly affected by the import jutips. 

A. (Mr. Deole) ^ Tbe agriculturist will sometimes be 
affected and sometimes may not be affected. It depends 
upon circumstances. 

22136. Q. Suppose import duties are levied on sugar. 
Do you think the agriculturist will be hit ? 

A. (Mr. Deole) No, because in India the agriculturist 
generally uses low sugar or what is called ^ur and he will 
not therefore be affected. 

22137. Q. It has been put before us very strongly that 
when you raise tbe price of white nugar that of jaggery 
falls at no great distance, but sometimes the jaggery is 
higher In price tliaii white sugar ? 

A. (Mr. Deole) That is very rare. If duties are im- 
posed on sugar, the cultivation of sugar would grow and 
thus the prices would eo down. 

22138. SirJEdgar Holherton : — Q. When. 

A. Very soon. 

22139. Mir. Coyajee.— Q,. Take another case. Suppose 
a heavy duty is put on piecegoods. Do you think the agri- 
culturist will have to psy some of it? 

A. No, because the agriculturists do not go in for higher 
counts of cloth on which the duties will be imposed. 

22140. Q. Does not the price of the locally made mill 
cloths follow the price of that of Lancashire ? 

A. Not always. 

22141. Q. Will you give me your experience ? 

A. It does not always. There are occasions on which it 
does, but more often it does not, because tbe Manchester 
make is different from the Indian make and the consumers 
of cloth are also different. 

22142. Q. Now you generally propose an export duty 
on foodstuffs with a view to conserving the foodsupply-rf 
the country. 

A. On rare occasions. ■ 

22143. Q. I want you to look at ceifbain 
have been compiled "for purpose 
foreign prices of piecegoods and those 
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OTer cfrtam fifirnres.) Would you think tliere is any 
sort of parallelism in tlie movement of pric'^s F 

A, Tlie rise seems to be eiTatic. 1.11 

22144. Q. But talcing the period of jearsy Doth ha'«-e 
risen about three times. 

A. There may be various causes operawpr on them. 
That is what I contend. 

22145. Q. T£ there is any parallelism, how would fhe 
import duty on Lancashire goods prove of any protection 
to IocbI monuf acture? 

A, The whole trend of our recommendation and the 
recommendafion of the general body is that we nssumc 
that some advantaares will come into existence. If you 
impose an import dntr, it will encourage and facilitate the 
establishment of factories for the production ^of tinner 
counts of cloth which have not come into existence on 
account of the competition from Lancashire. 

22146. Jfr, T. F. Seshaffin Aiijar:---Q. Now Ahv Petit. 

I believe .Tepan and Bombay cater to the same class of 
people With regard to textile. 

A. Yes. 

22147. Q, If you put nn import duty on Japanese 
goods, would not the Bombay mill owner te tempted to 
raise his price to tbe extent to which the Japanese goods 
are being sold here? 

A, It is bound to come. 

, 2*2148. Q. So, wbat you sav is this, that although there 
may be some rise of prices to the cousumer it will nofc ,he 
felt and in the long run it would be beneficial to the 
; country. 

A, Yes. 

22149. Q. I want to have some apprebonsions cleared 
with regard to famines question. T do not remember that 
there has been a universal famine in the whole of India. 

A. No. 

22150. Q. I believe the famines are local, sometimes in 
Madras, sometimes in Bomhav, sometimes in the United 
Provinces and so on. With the transport facilities you 
are able to bring crops from one part to another. The real 
difiionltv is, suppose there is famine in Madras ; the crops 
will be brought to Madras from t^erice fields of Bengal. 
But there will be heavier prices than you will hare ordi- 
narily to pay if there was no famine. 

A, Quite right. 

281 6L Q. I understand your position to be this, if 
there is industrialization there will be more money in the 
hands of the people and they will be able to purchase crops 
which have thus to be improted. 

A* That is exactly wh^t we say. 

' 22152. Q. Ordinarily the want of one locality is supplied 
by .the production of another locality. 

A. Quite right. 

22153. Q. I remember two years ago when there was 
famine, we had been getting rice from Burma and Bengal 
and we were able to tide over our difiiculties. Only the 
prices rose high. 

A* Yes. 

22154 Q. The higher prices can be got over if there is 
industrialization, that is your position ? 

A. Quite right. 

/Mr. Josbil May I also point, Sir, that the Pamine Com- 
mtssion held the same view that diversity of occupation of 
the people tvould mitigate this evil. 

- 22155. Q- As regards this question of labour, it is not 
a ^question of scarcity of labour in this country ; the real 
difficulty is that there are^ certain hereditary callings and 
people are unwilling to leave those hereditary callings. 

A, Apart from the callings, there is a tendency not to 
leaYe their provinces; You have only to impress upon 
thena the desirability of travelling far away from their 
provinces in order that they may improve their status, 
if you put before them the advantage of a change of place, 
you will be able to get enough labour both for agriculture 
and for industry. Wbat I mean to say is that in this 
country there can be no scarcity of labour as it exists in 
European- countries. We have got so much of population 
and %e are constantly complaining that they have not got 
enoTigh of food to live and that they are very poor. There- 
fore there is really no scarcity of labour. 

I find you generally say that the haiidloom inddstry shoufe 
he maintained by alhmeans possible. , At present there is 
;^^cise duty of 3| per cent. Of course it has ' a had 

- hf^ry. ^However suppose we leave out, excise duty and 

pOT a :duty which will have the effect of 
would you .have auy 


A. (Mr. Beolc) We object to excise a countervailiug 
duty. Ttat is our objecHou. At ore-sfeut the excise duty* 
bas OTily a reveune-pro iueiug rffeet aud ns stioh it w-ill 
snrelv teud to tho devilopmenl of the iMirlloom indnatry. 

22157. Q> To ihnt extent yrti w ll have no ohjectinn ? 

A (Mr. rjeole) No. (Uri Ti i*. that gentleman’s 
personnl oiunion. I do not t^!nk I am prepared to say 
that the duiv mie’hi to he imposed with a view merely to 
the encoiirngcment of handlo<»m industry to Ihe detriment 
of the power indnstvy. 

22158. Q. pappose the power induMry is soffieienily pvQ. 
tected hy the 7*. or the U*) per cent, import ilaty. If this 
excise duty of 31 per cent, has tlie effect enenuragiug 
the handloom industry vou would have no r hjecilon. 

A. (Mr. Josi il We wdll have nn nhieciion in ea<se this is a 
deliberate attempt on the part of the nere le to protect and 
encourage the handhiOm ind’^stry All that we want is 
that flu" present ban 'loom industry should he maintained. 

The Vnndloom industry sVmiM he maintained on co-opera- 
tive principles. The exci'^e duty in a pa»’ticnkr form 
mav not he obiee+io-ahle. Bui if it is specifically for 
tHs purpose, w*» will object. 

22159 Q. There is only cue more question and that is 
about foodstuffs- I think your «!u|gestiMn that there should 
he nn exp rfc doty on foodstuffs is opposed in every other 
evidence that has been given, because it will lr*»ve a ten- 
dencT to wake these people to take to other crops ; if there 
is an export duty on foodstuffs the result xinll he that per- 
sona who grow fond stuffs wdU find that their income is 
gone and they will nafsirnlly take to some other crop 
which will hrinff more money. 

A. (Mr. Joshi) But we believe that the income^ will 
not P' 0 . We believe that bv indnstrializatiffn the national 
dividend will increase and people will h ive more power to 
spend on foodstuffs. Therefore instead of having an 
adverse effect on the agriculturists, they would be stimu- 
lated to giw more. 

22160. Q. That would be robbing Peter to pay Pam. 

A» In extreme cases we recommend it. (Mr. Dcolel lit 
certain native states they have put export dpty and there 
it has not affected. 

22161. My*. Wioclcs : --’Q* We have been told that fhe 
policy hitherto pnrsue-i by the (lovermncnt is wrong for 
India. T want to get now a definition of what would he the 
right policy from n reasonnhle profectronist point of view. 

I have a formula here wdnVh I will rend to y<iu, I want 
you particularly to alter anything which does not express 
your views so that I can get your views. The aim of 
Government should be the maximum of revenue with the 
minimum of burden on the peo])lc so adjusted as to 
give adequate protection to Indian industries, 

A. It talks more of revenue than of anvthing else in 
the first instance and protection comes in only incldenially. 

If you begin to impose duty for ihe sole purpose of giving 
protection, the question of revenue does not come in. It 
mat happen that your revenues may not need additional 
resources, hut you may still impose an import duty for the 
purpose of giving protection. 

22162. Q. I say, * so adjusted as to give adequate protec- 
tion to Indian industries 

A. The adjustment should he so made as to give pro- 
tection and the revenue may be raised at the same time. 

But I would not place so much stress on revenue. (Mr. 
Joshi) We would subordinate revenue considerations to 
tbe consideration of protection. 

22163. Q. And raise your revenue some other way? 

A. (Mr. Joshi) Yes, The primary object of a tariff 
policy should be so adjusted as to give adequate protection 
to ail industries subordinating the considerations of 
revenue. 

22164 Q. That h youi* point of view f 
A. Yes* The tariff policy of the Government should • 
be so adjusted as to give sufficient protection to Indian 
industries subordinating aE revenue considerations. 

22165. Q. You would leave out the feinimum burden 
on thepeople ? 

A ^ (Mr. Leole) The people may be taxed with a 
certain ideal in view. 

22166. Q. Shall I say ‘ so adjusted as to give adequate 
protection to Indian industries with tbe least .possible 
burden to the people ’? 

. A* When we talk of protection, it is inconsistent in the 
very nature of a protective policy to expect minimum 
burden on the people. 

' 22167.^ Q- May I say ' temporary burden ' f 
A* I simply suggest that the consideration of the con- 
sumer should not come in. 

22168. Q. I vin put it the other way, * regardlesa-of 
the interests of the consumer 
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A, Yes. 

22169. Q. Do you want that put down ? 

A, In effect it comes to that, because the ultimate aim 
is the development of the country. The consumer will be 
benefited in the long run. 

22li^0.^ Q, I will put it another way. The first thing in 
your tariff policy must be the stimulation of industry, the 
second consideration and very much behind it mast be the 
Interests of the consumer and the third and a long way 
behind, must be revenue. 

A- Yes. 

2217L Mr. Mant.—Q. You just said h’egardless of the 
interests of the consumer-*. I understand from paragraph B 
of your M'ebminar? remarks, that you believe that he would 
he benefited by protection, because you say ‘a protective 
tariff will generally lead to a temporary rise in prices, but 
ultimately there will be a reduction in them 

A. Yes, we believe in this. There will he an immediate 
rise in prices by the adoption of protective policy, but in 
the long run iy stimulating industries and by competition 
the prices would ultimately be reduced. 

22172. Q. The members of'-*' the Economic Society arc 
presumably students of history. Can you tell me of any 
other country in which a general system of protection has 
tended to reduce prices. 

A. On the whole the level of prices among other thiifgs, 
owing to other factors are not brought down. In the 
economic history of the various countries we find that once 
prices have gone up it is difficult for the prices to go down. 
But by industrialization the national dividend would he 
increased^ and the people would not be hit owing to the 
rise in prices. 

22173. Q. I am not talking of the national diddend. 
You say the policy of protection will ultimately reduce prices, 
I ask you whether you can give me am instance in the 
econflrnic history of the world, a single country in which 
the adoption of a general policy of protection has had that 
effect ? 

A. (hlr. Joshi) What we mean is relatively the prices 
will be lowered as compared with the present prices. 

22174. Q. I am afraid I don*t quite follow ? 

A, (Mr. Jeshi) It is a relative statement. When 
there will be industrial development^ in India, the prices 
would he lower than it would otherwise be. 

. 22175. Q. (Sir Montagu Webb) Mr. Mant wants 
specific examples. 

A, (Mr. Joshi) I do not know and our Committee 
cannot point out any. 

- 22176, Q. (Mr. Mant) My question was— Could you 
give me an instance of a single country in which that result 
has in fact occurred ? 

‘ A. (Mr. Joshi) No. 

22177. Q. In your answer to question No. 33, you re- 
commend the imposition of an export duty on foodstuffs. 
You recognise that ** By the imposition of such a duty, the 
agidcultural interests may, be adversely affected ‘ may 
be * 5 1 take it you mean * will be *) but in the ^ long run, 
there is no reason to fear a substantial diminution in the 
quantity of foodstuffs produced, ’* Will you please explain 
why you do not anticipate any reduction in the production 
of foodstuffs f 

A. (Mr. Joshi) Because thep is already a demand 
unsatisfied for foodstuffs in this country. There is a 
market for foodstuffs and so long as there is a market, the 
produce will not suffer. 

^ 22178. Q. Do you mean that the imposition of an export 
duty will not reduce the price of foodstuffs. 

A. (Mr. Joshi) To a certain extent. 

■ 22179. Q. It will reduce the price f 

A. (Mr. Joshi) But not to the extent to affect agri-* 
cultural interests adversely. 

22180. G. Will it hot reduce the price r 

(Mr. Joshi) To some extent, it will. 

22181. Q. In so far as it has any effect at aU. ^ 

.. A, (Mr. Joshi) The middlemen will be eliminated. 
It would affect tbe middlemen. . , « , 

22182. Q. You think that the imposition of an expoi^ 
duty win merely reduce the profits of the middlemen and 
will not affect the prices obtained by the agriculturists r 

A. (Mr., Joshi) Yes'. ^ ^ l ’ ^ 

, 22183.' Q. Can you give me any ground for that view r 
' A (Mr. Joshi) At present the land revenue policy of 
the Government of India “is such that agricultural' pro- 
ducers of foodstuffs have to sell their produce to pay the 
land revenue at the fixed time and at that time, the pnees 
of foodstuffs ai‘e very low. The middlemen^ud some- 
times agents of foreign firms buy and expea’t ana some of 
them hold them in the countiy. If an export duty is 


imposed, then it would fall upon these middlemen and not 
upon the agricultural producers. 

221^4. Q. The middlemen will get smaller prices when 
they sell the grains ? 

A. (Mr. Joshi) Yes. 

221 85. Q. Why will they pay the same prices to the 
agriculturists when they buy ? 

A. (Mr. Joshi) Because there is a large margin nt 
present for the middlemen. 

22186. Q. Why should'they not retain the same margin f 
Why should they cut their profits ? 

A. (Mr. Joshi) It is a question of tendencies. One 
cannot state the answer in exact words. If they do not, 
the material will be sold in the country . 

22187. Q. It is being sold in the country ? 

A. (Mr. Joshi) The middleman is after it to export. 
If he offered the old rate, then he would he able to export. 
If he did not offer the old rate, he would not get it and it 
would he sold in the country. That is the purpose we 
have iu view. 

22188. Q. Tf he did not offei the old rate, he would not 
g«t it and it would be sold in the country at a lower price. 

A. Yes. 

221 89. Q. The agriculturist is forced by the cruel land 
revenue policy of the Government of India. 

A. (Mr. Joshi). I did not say ^ cruel 

22190. Q. By the land revenue policy of the Goverm 
meut, the agriculturist i.s forced to sell his produce to 
the middleman ? 

A, (Mr. Joshi) Yes. 

22101. Q. How will impo.sing an export duty alter that? 

A. (Mr Deole) Those who export now when they find 
the same market within the country, won’t export. 

22192. Q. Quite so. You have come to tbe point. Let 
us go back to the question, why will not the middlemen 
offer a smaller price to the agricuturiats ? 

A. (Mr. Deole) The foreign buyer with an export dufey 
on foodstuffs will have to pay more. If the middlemen 
want to make the same profit, the foreign buyer will have 
to pay more. 

^;9S, Q. We are eliminating the foreign buyer. 

A. (Mr. Deole) If there is a competitive market and if 
the middleman cannot afford to sell his goods in the com- 
petitive market, then naturally he will have to offer less to 
the producer. If there is no competitive market, he will 
offer more to tbe producer, ' 

22194. Q. That is my point. I gather that you don’t 
agree with Professor Joshi that the producer will get the 
same price. 

A. (Mr. Deole) Not always. 

22195. Mr. Jammdas I>marhadas : — Q. There are two 
points I should like to ask you about. One is witb regard to 
the excise duty. Mr. Seshagiri Iyer put a question to you 
whether you thought that tbe "excise duty would afford 
protection to tbe handloom industry. I think it was Mr. 
Deole who replied. He said that as the margin was fairly 
large and as it did afford protection to the handlooia 
industry, he would not object. 

A. (Ki\ Deole) If tbe excise duty had not the character 
of a countervailing duty. 

22198. Q. You admit that the excise duty was imposed 
ever since the beginning for tbe purpose of giving protection 
to Lancashire. 

A. (Mr. Deole) That point was made clear. 

22107. Q. When the excise duty was imposed the object 
was to give indirect protection to Lancashire. The idea of 
giving protection to the handloom industry was never in 
the mind of the Government. 

A Our Committee is against the countervailing duty. 

22198. Q. I will put to you the present policy. ^ I should 
like to know your views on this definitely. Up till yester- 
day there was a margin of 74 per cent, between the import 
duty and the excise duty. Even then we have had statements 
from experienced witnesses that they object to the very 
existence of the excise duty because tbe whole history was 
such as one would not like to talk about. At present the 
mill-made cloth is being largely consumed by tbe poor 
people. 

A. Yes. 

22199. Q. If there was an increase in the excise duty, 
would it not fall on the pockets o£ the poor people ? 

- A. It would. 

22200. Q. Even if on the paper the difference between the 
import duty and the excise duty remained the same, don't you 
think that the increase in the excise duty from 34 por cent, 
to 7| per cent, is a heavy blow not only to the mill industry 
but also a heavy burden on the poor people P ,, ^ : 

A Yes. (Mr.. Joshi) Our societyr pr^tefefa 
actiou. 
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22201. Q. Do yovL tMnls: tliat it can at all be a fair policy 
on tbe part of tbe Grovcrnment ? 

A. It is an unfair policy on tbe part of the Government 

of India. . -tm -i xt. i 

222C2. Q, I think you said in answer to Mr. Ehodes that 
tbe tariff policy should be so adjusted as to ^ive sufficient 
protection to Indian industiios regardless of all revenue con- 
siderations. Tbe tariff policy of tbe Government should be 
first protection of industries, second, a long way behind, the 
interests of the consumer and third, stilly further behind, 
revenue. I take it that what you mean is if a policy of pro- 
tection were adopted, it would give an impetus to tbe 
industry* 

22203. * Q. That would mean mote wealth at the disposal 
of the country. 

A. r, 

22204. Q. That would mean the alleviation of the 

poverty of the people. 

A, Yes. , ^ i 13 

22205. Q, That would mean that Government would 
be able to get adequate revenues from all rich people. 

jd.*Direct taxes, that is the point. 

22206. Q. That would also mean that even if the prices 
went up and if internal competition did not bring prices 
down, the purchasing power of the people would so increase 
as not to afEect the consumer. That is the point. 

A* Yes. 

22207. Q, That is why you place- the policy of protection 
for giving an impetus to the industries in tbe forefront of 
your programme. 


A» Yes. 

liamhjve Dmlahhoif (2- lu reply to Sir Edgar 
Bolberton you said that there are ahoul 250 mills all over 
India. 

sL Yes. 

22208. Q,. Out of that 80 mills are in Bombay. 

A, Yes. 

22200. Q. The labour is not one of such serious im- 
jicrtance because the develo 2 >ment of the mill industry can 
take place where there is no labour problem. 

A. Yes. 

22210. Q. We have to consider the question of textile 
industry of India and not of Bombay only. 

A. That is so. 

22211. Q. In reply to Question No. 30 you say ** Export 
duties may be levied in the case of monoploy articles if 
they are absolutely indispensable for raising the necessary 
revenue. They may also be imx)osed in extreme cases for 
conserving natural resources.” I should like to know wliat 
are those extreme cases ? 

A. Famine scarcity. 

22212. Q. You refer in your answer to the conserving of 
natural resources, 

A. The case in point is bone manure, iron ores, etc. 

22213. Q. You think that they are necessary “for the 
agricultural industry. 

A. Yes. 

22214. Q. You would not fritter away your natural 
resources. 

A. No. 

(The witnesses withdrew). 
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Captain E. SASSOON. 

Written statement dated the 27th February 1022* 


22216. There can be little doubt that a policy of Pro- 
tection is essential to an undeveloped country with the vast 
natural resources and enormous population of India, but at 
the same time such a policy should be cautiously and 
scientifically administered by the Legislature, under expert 
advice, so as to press as lightly as possible on tbe consumer. 

22216. There are certainly a number of indu-tries 
that could be advantageously fostered and which would at 
the same time req uire some degree of protection* during 
the development stage, to enable them to overcome success- 
fully the organised compettion of foreign imports, but 
from the Consumers* point of view there aie very great 
disadvantages in the imposition of immediate heavy duties. 

22217. It is common knowledge that until very recent 
times, the {average Indian investor was exceedingly nervous 
of risking his savings in new industrial enterprisOM and the 
present wave of economic depression, which has adversely 
'affected a number of new commercial propositions, may 
make him still more reluctant to invest in pioneer schemes. 
Even at the height of the Industrial boom the hnlk of the 
savings of the country was still being invested in land, 
buildings, gold, silver and precious stones, an<i this pro- 
clivity of the Indian Investor should not be lost sight of. 

* It sbouTd also not be forgotten that In iia is an 

.a^SnlWal" country ‘and that the industrial labour in 
exlst^ce to-day is largely a migiatory drie dividing its time 
Between agriculture and industrial work. This fact can 
Be proved by the great scArcity of labour which takes place 
\^en. a good monsoon makes agriculture a profitable 

‘V. <22210. It is very probable that a heavy import duly on 
an ktiaole yet manufactured -or only manufactured to a 
small extent would weigh very heavily on the consumer for 
a number of years, duiing whbh time the industry might be 
expanding slowly^ through lack of capital, and the fact that 
the necessary training^ of labour could not be, .rapidly, pro- 
ceeded with, and if this duty were tube placed on a large 
number of articles at the same time the keen competition 
for available capital and labour might delay their develop- 
Hient still further. . n 

22220. The foQowii g suggestion which is put forward 
with great diffidence may however point to an ayenue 
worth exploring;— 


22221, Tlse Legislature through its Board of Experts 
might offer to put a dutv of say 20 per cent, on the import 
of an article directly the* t roduction of India reached a 
certain figure, which" should not be an unduly hhkone. 
This would enable the Capitalist to decide whether the 
manufacture of the article on a large^ se de was worth em- 
barking on or not. The Board miuht also state, so as to 
encourage the quick developrrent of the industry, that 
immediately the production reached a certain higher figure 
the import duty would be raised to 50 per cent. This duty 
could be still further increased when the output of theindus- 
tvj was one which nearly satisfied all internal demands. 

22222. It is assumed that the article in this ease is one 
which India is particul^rlv comptent to manufacture, and 
which once the Industry was established could compete 
favourably with the rest of the world. The Board mijjht 
then say, that after a period of years the duty would be 
reduced at intervals until it was brought down to the present 
rate or even less. * 

22223. This would protect the consumer from being 
unjustifiably exploited and at the same time ensure the 
industry being thoroughly organised and placed in the 
highest" possible state of efficiency during the foregoing 
period to enable it to successfully hold its own against 
foreign competition which would naturally revise with 
reduction of the import duty, 

^ 22224. It has*been suggested that when once the authori- 
ties receive a go©d revenue from import duties on nn article, 
it is very difficult- to persuade them to reduce it. but to i»afe- 
guard this point it might be laid down that all the revenue 
obtained surplus to that which would lave bees received from 
an ordinary rate of duty should go to a special Industrial 
Development Fund. 

22225. In selecting the articles to which this Scheme 
would apply preference might be shown to those using 
raw or semi-manufactured is-aterials, and where these are 
imported the tariff rates on such iiuports might be advi>n- 
tageoasly reduced below the nonnal one. 

22226. As the writer iwas a meniber of the Sub- 
committee ^ which drafted the replies submitted’ By 'the 
Milldwners*^ Association and is substantialfy in agreement 
,with them,^ it is,not proposed to inflict replies to the detailed 
.questionnaire-on tfee Fiss^^i^i^sinn,' 
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222i7. President — Q. You are a partner iu the firm, of 
Messrs. E. V. Sassoon & Co. . •• 

As Yes. 

22228. Q, Your firm is engaged in manufactures ot a 
large scale as well as in the export and import trade. 

A, ^ IliXport and import trade, textile manufactures and 
chemicals. 

22229. Q. In paragraph 3, you draw attention to the 
shy recent times Indian capital has been 

A» Shy of anything new in the way of industrial enter- 
prise, 

22230. Q, You also point out that even at the height 
or the Industrial boom the bulk of the savings of the 
country was still being invested in land, buildings, gold, 
silver and precious stones. 

A, One saw that particularly in the extraordinary rise 
in the value of land and buildings. 

22231. Q, You think that if a protective policy was 
adopted it would remove to some extent the nervousness of 
which you speak and that more capital would be forth- 
coming for investmenc in Indian industries ? 

^ A, VVhat is wanted is confidence and a policy of protec- 
tion would help to secure that at once. 

22232. Q, Yoi}. mean that protection would secure the 
necessary confidence ? 

A. Yes. 

22233. Q. You have given in the paragraphs following 
your suggestions as to how industrial development could be 
brought about with the least injury to the interests of the 
consumer P 

A, Yes, to protect the consumers where the manufacture 
or the new industry is not getting an immediate benefit, 

22234. Q. Y^our scheme is that the legislature through 
its Board of Experts should offer to put a duty of 20 per 
cent, on the import of an article directly the production of 
India reached a certain figure which should not he unduly 
high 5 that is to say you would advocate the granting of 
protection after an industry is established or you would 
offer to impose a 20 per cent, duty if enterprising people 
would come forward ito establish an industry ^which had 
natural advantages I* 

A, Exactly. My point is that if capitalists or investors 
work out that the industry would be profitable knowing 
that if the production reaches a certain point, thete would 
be a duty, they would be encouraged to risk their money 
in building up an industry for that purpose and during the 
building up period, they would be getting no proteoticn 
which would encourage them to undertake the entm'prise on 
a large scale, 

22235, Q, And then you go on to say that a certain 
standard of production should be laid down which if reached 
should entitle the manufacturer to a duty of 50 per cent. 

A, My reason is this. Obviously, if you were starting 
an industiy you would do so in the most favourable 
localities under the most favourable conditions so as to bo 
'm the safe side. There would be localities which would 
not foe so favourable. The capitalist would have to 
remember that he would have to compete with others who 
may have already been established in getting the 20 per 
cent, protection and in order to encourage f ui'ther a second 
row of capitalists or investors to come in and increase the 
production, you promise an extra protection. You then 
come to the point of view that the whole ef the indigenous 
industry is protected highly from non-Indian ^ sources and 
you are brought to the point when there will be internal 
eompeiition.. My suggestion therefore is au attempt to 
4#elop an industry up to a point when by internal compe- 
rhe prices might become more reasonable* 

Do you think that you will find in India many 
investors enierpnsing enough to put their money into 
an bj^ustry. the initial stages' of which would be full of 
difficulties to contend with and during which time they 
would get no dividend or return on their capital till they 
reach Jihat standard which would entitle them to a 20 per 
cent., protection, ; . , i ” 

,A^ Of course my view is that capitalists, as long as they 
know, what is going to happen in the course of the n^t 
few years are able with the help of experts to decide 
whether it is worth going into or not. There are a number, 
ol undertakings (you might take gold. mining) where you 
dont expect to get an immediate returil'^but .where if you 
know tliat you are going to get a big return Inter on you 
are prepared to sink capital for no return for several years. 
Besides a number of industries vrpuld take a year or 
peYhapstwo to be properly established befora they are 


working on an economic basis. We all realise when w*® 
start a big industry that it will not be a paying proposition, 
until the whole couceru is working on an economic basis. 
You may be earning a profit in certain departments bnt 
other departments would more than swallow this surplus 
up so that the consumer should be protected during the 
period when you are perhaps not producing at all when you 
are not getting the benefit of the duty. 

22237. Q. I realise that. What I want to know is 
whether you think that under present Indian conditions, as 
joint stock enterprises will have to be resorted to to secure 
the necessary advantage of industrial development on a 
substantial scale shareholders would pat in their money on 
concerns which would nob give them any return fi r three 
or four years ? 

A, It might suit the capitalist. The capitalist^ only 
starts an industrial development so as to later on either 
by flotation or other ivise, get the public in on obviously 
less favourable terms. He has carried the burden and he 
therefore reaps his harvest, when the particular enter- 
prise has becoiue established. There might be — I see 
your point— some diffidence among the little shaieholders 
but on the other hand it is the same principle as under- 
writing. The big capitalist underwrites in the hope that 
the capital of theij^shareholder would come ia later on. 
In the same way, he would be really underwriting the 
enterprise. 

22238. Q. Assuming that that policy is adopted, do you 
think that there will be many caiiitalists who would come 
forward on this basis in^order to secure a reasonably expedi- 
tious growth of industries in India ? 

A* I would strike a balance between the two. On the 
one side the capitalist would say gh e me my return right 
away.** That is to his advantage and he would obviously 
ask for it. 

22239. Q There would be many more industries started 
if protection is given at the start instead of waiting till the 
conditions you made out are realised. 

A. Certainly, but on the other hand industries might 
be started rather more rashly. They might be started by 
people who did not go into the question very carefully and 
the point I am bringing out here is which is perhaps un- 
usual from the capitalist point of view, that we should 
think of the consumer in the iuterval. If protection is 
given from the start it would be of advantage from the 
capitalist point of view but you might go so far as to 
delay the duty for a year or so because it would take a 
year or two before anybody could start the enterprise and 
during that time the enterprise would not need any pro- 
tection because it would not be in a position to produce. 
I will make another suggestion* You might say that 
instead of putting on a protective duty all at once, you 
might say will put this on in two years^ time t# 
enable you to reach the producing point.'* Yon will notice 
Mr. Fresident, that I am putting the suggestion forward 
with great diffidence because - 1 have not had the oppor- 
tunity of thinking it out very carefully. It was merely 
put forward in the hope that you gentlemen of high mental 
calibre would do the thinking out and knocking it into 
shape if there is anything worth considering. 

22240. Sir Mamhjee Badahhoy — Q. 1 understand that 
the essence of your evidence to-day is that the fiscal policy 
must be such as to inspire confidence in its stability, 

A. That certainly would be necessary. 

22241* Q. That it should be so shaped as to appeal to 
people more than anything else. If you want to inspire 
public confidence it must be one that will appeal to people* 

A^ That of course would be made by an ordinary protect- 
ive tariff* That comes in my first part in which I am 
pleading for protection but m;^ subsequent suggestion does 
not necessarily associate with it, 

22242. Q* Taking your first suggestion, I believe you 
stated that the policy should be such that it should be 
stable. 

A* From the capitalist point of view, from any point of 
view of an industrial development, one wants to have a 
certain period of security* One wants to feel that during 
that period one may get more protection but one will net 
' get less. 

22243. Q, In other words the people who launch indus* 
tries must know exactly where they stand. 

A» That is exactly what I mean* 

22244* Q. Frequent fluctuations in the fiscal policy are 
injurious. ^ 

. A^ Most injurious. , . 

- 22245. Q* To the interests of the couuirj at J.. ■ 
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J. tea. , 

22246. Q. The}’' are not only injurious to the interests 
of the country but they are diametrically opposed to the 
growth of industries in the country. 

A, Yes. 

22247, Mr. Jamnadas Dwarhada^^-^Q^ I understand 
that you advocate protection for giving impetus to the 
industries in India. 

A. Yes. 

22248. Q. The view generally expressed before this Com- 
mission is that a policy of protection might be a burden on 
the consumer at least for a few years. What you suggest 
is intended to lessen this burden. 

A, It should only prove heavy when the industry was 
getting benefitted. If it is to he a burden one wants to 
feel that the country would get the benefit. 

22249, Q. You would not therefore suggest a minimum 
or maximum protective duty, hut you would hold out px*os- 
pects for an industry and say if the industry is able to 
manufacture this article to this extent in a given time 
such and such protection will be given to that industry ? 

A* If you knew that at a particular period a large hulk 
of the internal needs would he met you could afford to levy 
a protective duty which would be heavier than if you were 
not sure of that, 

22250. Q. But your scheme would raise the protection 
further and further in proportion as the industry is able to 
supply more. 

A. Internally up to a point. 

22251. Q. Then you would remove the protection].? 

A* Then you will tell them it will he for so many years 
and then it will he gradually reduced. . 

22252. Q. Gradually 1 

A> Distinctly gradually because daring the gradual re- 
duction those parts of the industry which were less fitted 
to survive would die out or would become absorbed into 
the industries which are more favourably situated in vaai- 
ous parts of the country. It will give time for people to 
judge which centres would develop and which would die 
out, 

22253. Q. Let us take a conci*ete instance, the cement 
industry. Before the war the cement industry did not exist 
at all for all practical purposes. Then the war gave natural 
protection and an opportunity for the industry to be estab- 
iished in India. The result was that an industry was es- 
tablished. Because of the existence of the v^ar the pros- 
ects of the industry were so great that it attracted a num- 
e^of people. You know that probably ? 

22254. Q. With the result that to-day the production of 
cement is likely to he more than the actual requirements of 
the country ? 

A* Yes. 

22255. Q. It was stated before this Commission that the 
productions likely to be more than the actual requirements 
of the Country in course of time. At the same time the 
lower exchange in foreign countries, if I may correctly say 
so^ has encouraged the dumping of foreign cement here. 
If you apply your scheme to the manufacture of cement 
what would he the position ? 

-d. The position would he this. In the first case in the 
detailed answers which the Millowners* Association 
gave it was pointed out, and I am in favour of it— 
that where you have got a case ^ of dumping due to 
depreciated exchanges or other political causes, you could 
put a protective' duty upon the articles affected. I am 
leaving that out of the question. Let us assume you have 
aow got an industry which is capable of supplying the needs 
ef India. " You also say that the non-Indian product can 
compete with the home product owing fo special conditions 
li^ depreciate exchange, might be bounties or so on. I 
llmk m^l be fair to protect the industry to that extent, 
l^^^'we ctJmeto the next point, and that is ; Assume all 
those conditions are normal ; how will the Industry 
compete with the foreign imports on the - assumption that 
India is favourably placed for the development of that indus- 
' ”1^ ? It would mean that owing to the rush of development 
wiar, part of it has been unwisely developed,- and I 
sho^'theretore, according to my suggestion here advocate 
fOr ‘a eertain period of ■ years and then, it will 
come down a certain period of years,— -it might he 5 
years or 10 'yearn. Of -course it will always be adjusted to 
d;^l with dumping" to idea being that at the end - of that 
time those that are unstable will have to, drop out, but 
those that are etable will develop to take their place. - 

22256^ Q* You want to' lighten the burden - on - the con- 
.Burner? 

A, Only where I do not feel that the country is getting 
the benefit, Now, in the case of an established industry 


like cement, craploylng a great deal of labour, and indirectly 
giving profits to a large number of subsidiary industries, 
the countrv is benefitted, so that if there were a burden it 
might be justified to a certain extent. 

22357. Q. Take the cement industry. If you do not 
protect the cement industry, the benefit goes to the eoii- 
suiner. 

A. If you protect, the benefit goes to the couni ry. 

22255? Q, Another scheme which h^is been formulated 
before this Commission by many witnesses is that a protec- 
tive duty slioald be imposed from the very beginning. This 
I lake it, would cause a temporary burden on the consu'.ner. 
I think the effect of your scb.eine would also be that it would 
throw the burden on the consumer ultimately. Considering 
this fact would you jirefer your own sclieme or the other ? 

A. There is not much difference between my scheme and 
the other. The main point in my ^dieme was to bring the 
indush^y to the stage of producing llte needs of the country 
before giving it complete protection. "When it has reached 
that point we are both at one. 

22259. Mi\ Maiit ; — Q. You referred io tlse fact that 
labour is occasionally ver>^ scarce 'when there is a good 
monsoon. Do you find that diillcuity in cotton mills ? 

A. We do. 

22260. Q. That is owing to the demand for agriculi ural 
labour ? 

You see : so many of the mill hands are agricul- 
turists as well. Their brothers or part of their family are 
working on the land. They go hack now and they all work 
on the land and when the labour is unnecessary there, they 
or perhaps their brotliers, come to work in the mills, 

22201. Q. You saM that the industrial population is 
increasing ? 

A, The percentage of the industrial population has 
grown in the mill industry. 

22262. Q. And is it still growing ? 

A. Yes. Wo are gradually getting people who do not 
go up-country. 

22263. Q. And they will form the labour of the future ? 
A. Yes. 

22264. Q, Coming to your scheme of protection, if you 
undertake to put on protective duties at some future date, 
what sort of period you contemplate for their retention ? 

A, That, of course, will have to be settled by your Board 
of Experts, because it will depend oa the conditions of 
eacli industry. 

22265. Q, But it miglit be retained for a good many 
years ? 

A* In some cases it might be 15 jears or 20 years. 

22266. Q. I want to ask you whether you think tho 
Government of to-day will he justified in committing tim 
Government of the future for such a long period to a 
policy of protection ? 

A. Whether it will he possible I donotlknow, hut whether 
it will be justified, my suggestion makes it easier to justify 
it than the ordinary straightforwaid fiscal policy. 

22267 . Q. We have had a good deal of evidence that the 
majority of educated Indians to-day arc in favour of pro- 
tection, but some of the witnesses told us that it is not alto- 
gether realised that the effects might be harmful to the 
large agricultural community, who at present are hardly 
able to make their voices heard, and some of the witnesses 
told us that the middle classes who to-day support protec- 
tion will find that it raises the cost of living much more than 
they anticipate and that there may he a reactlm against it. 
So, it is possible that in the future political history of thi^ 
country some opposition might arise as has been the case 
in America and other countries. 

^ A. Well, If we take America there has been some oppo- 
sition to the height of the duties, but I know of no coun- 
try which has got natural resources and which has changed 
from’ an agricultural, country to an industrial one, 
like the United States of America, , where anybody has 
suggested a complete abolition of the duties, it might 
be a question of how much, but never, tbafc I have under- 
stood, a question of fx*ee trade. I think the danger is not 
so much that future ' Governments will not wish to , con- 
tinue a policy of protection, but what has been pointed 
out, I believe by some of your witnesses, the great diffi- 
culty in taking off a part ox the protective tariff when it is 
no longer necessary. I think that is your greatest diffi- 
culty. I do not think there is any likelihood of having, 
in the futoe, an electorate who will say : “We shall have 
no duty at ail,'" If the consumer regrets the high prices 
as a consumer, as a producer he will be likely to earn the 
money to pay those prices and buy those things. 

22268, Q. That is another point. Can the present Go* 
vemment tie the hands of the future Governments p . 
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There might he a technical difReulty over that, hut 

1 ^ d.own the policy, it would advice though 

not hind the future Governments. The future Govern- 
ments would have to go against their technical advisers if 
they wanted to remove the protection. 

22269. Q. But future Governments can repudiate the 
policy laid down by their predecessors ? 

J not thinl? there will be any practical difficulty. 

22270.^ Q. You think the pi*esent Government would be 
justified in binding its successors P 

A. I' think so. 

22271. Q. There is one more question, and that is in 
regard to your suggestion that the surplus obtained by 
protective duties should go to a special industrial develop- 
ment fund. Ido not quite understand how you would 
determine what amount of the surplus was due to protec- 
tive duties. 

A, Well, let us assume that to-day we have got a general 
duty of 16 per cent, on certain articles. If the particular 
article came under that, I would allow the 15 per cent, to 
go to the ordinary budget and the surplus to go to the 
special fund. If it is a 20 per cent, budget, 20 per cent, 
would go to the budget and tbe surplus to the fund. 

22272. Q. But the extra duty you put on as a protective 
duty would reduce the imports presumably. You have a 15 
per ^ cent, duty and if you put a high protective duty in 
addition you would reduce the imports P 

A. You would cither reduce the imports or the consump- 
' tion of the country would increase. 1 tim assuming the 
development of the industry. 

22273. Q. If you develop" the industry, the imports 
would he reduced ? 

A. Not necessarily. You very often find that if the 
industries of a country develop and if the country thereby 
becomes richer, they can afFord to buy luxuries or semi- 
luxuries. There, the volume of imports does not decrease 
because consumption is on the increase. 

22274. Q. But in many cases, you will agree, there will 
he a reduction. 

A, In a particular class, but it would be made up in 
another class of imports. 

22275. Q. In the revised tariff which has been brought 
out to-day we notice several items have been put in as high 
a category as the imports would stand for revenue purposes 
and if you put on a liigher duty, there will probably be a 
fall? 

' A. Because the people could not afford to buy it P It is 
no good for a man to be offered a Bolls Boyce at half its 
price, if he can only afford a Ford, hut if it is a case where 
he can afford to buy a Bolls Boyce, there will be enough 
consumption of Bolls Boyce. 

22276. Q, The dxity for protective purposes might go 
beyond the limit for revenue purposes, and then you might 
get loss of revenue. 

A, You might in that article. 

Mr. JRkodes — 

22277. Q. In discussing tbe fairest imposition of this 
duty with the President, you suggested that you might 
- giye two years* notice in order that it may not be a tax on 
the consumer, but in that connection have you realised what 
the action of the importers would be ? Have you realised 
what would be tbe condition of stocks in the country at^ the 
time your new industry is ready to start ? I might bring 
the articles and stock them a year ahead. 

A. If you stock a year ahead you would have to add your 
standing charges. 

22278. Q. The industry when it produces would have to 
compete with an enormous imported stock at home ? 

A, It could not be very enormous. There is always a 
limit to the stocks of the country, 

22279. Q. Imported piece goods, I suppose, carry a 
year’s stock ? 

A, If you take a normal year and you add qn one more 
year you will probably come to the limit of financing 
possibilities, 

22280. Q. Your new industry would be handicapped by 
an enormous weight of stocks ? 

‘ A. I see your point. You say the importer would carry a 
year’s stock. During the following year the duty would 
be on. It will protect the consumer too during that 
period 

22281 . Q. I gather that our present 15 per cent, duty, 
if there is an assurance of its staying on, would enable 
certain industries to start. 

A, I can give no opinion on it. It is a matter for 
experts to decide o» any particular industry. 

22282. Q. Your whole scheme is an ideal of mass pro- 
duction got up to cheapen production on economic lines ? 

A, Yes. 


22283, Q. Your whole idea is to foster really economic 
production. I want to suggest that in India there has 
been a very big change in regard to that, point of view. 

en years ago, we had schemes of 4 and 5 lakhs : nowadays, 
without this protection which you advocate there are 
enormous schemes, such as the Central Provinces Cement, 
the Indian Iron and Steel W orks, and other new companies. 
I suggest therefore that this protection for mass production 
is not really so necessary. There are' many large com- 
panies now. 

A, But all the schemes come to Bombay and the finan- 
ciers of Bombay have to consider very carefully whether 
the time is justified. 

22284. Q. Is it not a good thing that they come to a 
place where there are business men who can weigh the 
possibilities? 

A, It would he very much more difficult to launch big 
schemes in the coming year than it was in the boom 
period. 

22285. Q. Capital is there and it is not attracted ? 

A. It is not attracted. 

22286. Q. You think it is so. 

A. I won’t say : there is no finality for the supporters 
of schemes. 

22287. Q. Under a moderate protection and external com- 
petition the tendency on the part of big people has been to 
amalgamate and to put up labour saving plant and gener- 
ally "to go in for mass nroduction. Bat when tliere is 
rather a heavy protection of 60 per cent, the tendency may 
be otherwise. 

A. The whole point is this ; the word mass production, 
I prefer to say, is an economic point, and once you get over 
that point you won't cheapen production. If I have got 
an iron and steel works, which has reached that economic 
point and another man has also got an iron and steel 
works, and an offer were made to me to amalgamate I 
would not amalgamate. because it won’t pay me. 

Mr. Seshagiri Ayyar^^ 

22288. Q. If you have a declaration of policy as you 
have indicated, then confidence would he enthused in the 
people and capital would come in. ilthough in the initial 
stages they may expect some loss, having regard to the 
declaration that when production has reached a certain 
point there would he protection, people would bring in 
capital. That Is your principle P 

A. Yes, as a rule. 

22289. Q. Even in Europe they are* going to declare in 
Genoa how reconstruction is going to be carried out. If 
there is a declaration of policy like that, then it is easy for 
capital to come in ? 

„ A Yes. 

22290, Q. About succeeding Governments, I think your 
idea is that the Board suggested by you would be a per- 
manent organisation. 

A. Yes. 

22^1. Q. And it is not likely that one legislature would 
repudiate what has been declared necessary by a competent 
Board P 

A, It would be very unpopular. 

22292. Q. You suggest that the sui-plus obtained by a 
protective duty should be invested in an industrial develop- 
ment fund, I take it your idea is this : there^ have been 
some people who said ’ that once a daty^ is imposed the 
Government would be reluctant to remove it, and you want 
to remrwe that temptation from the Government. If you 
earmark the surplus for a special fund there would be no 
such temptation. 

A, Yes. 

Mr. J. C, Coyajee — 

22293. I greatly admire your scheme. There is only one 
remark I would make. Why have a gradual raising of 
protection in two stages. Why not say “ The legislature 
through its Board of Experts might offer to put an ade- 
quate duty on the import of an article directly the produc- 
tion of India reached a certain figure ? ” 

A.' If you make the point very high say 80 per cent.- of 
the internal consumption, you might get the difficulty 
which your President pointed out : there might be too long 
a period before the duty would be levied. I^ therefore 
suggest that 20 per cent, should he offered directly the 
production reached a certain moderate figure. I give 20 
per cent, only as an illustotion. Take the case of iron 
and steel. Suppose they are able to produce 3,000 to 
4,000 tons. I give them a 20 per cent, protection. It is 
just possible that by putting up a rail they would'"hO 
able to produce more. I say if you reach a certain %ux^ 
the protection will be 50 per cent. Thus there 
incentive to produce more* . - . - 
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22294. Q. Unless you give' adequate protection whei'e 
is the incentive P 

A, On that theory nobody would invest in^ railways. II 
is only the prospect of getting a dividend in the future 
that makes them do so. 

The — 

22295. Thei*e is the Government guarantee for them. 
The interest is guaranteed by the Govemment, 

A, That is in some cases. Let us take a big iron scheme. 
If there was a prospect of their getting protection directly a 
certain point of production is reached, then capital would 
come in. 

Mr. Coyajee-^ 

22296.' Q. The only thing I suggest to you is that unless 
there is adequate protection there will be no profit whatever 
when it is started. (No answer.) 

Sir Montagu Well — 

22297. Q. I think I have followed very^ clearly what 
you have written and what you have said here about 
your scheme. But is this not quite the most expensive 
way of going about the object ? Would you not achieve 
your aim more economically by paying bounties straight- 
toiwardlyP Would it not cost the public and tbe Govern- 
ment much less? ^ 

A* I do not say that a bounty should never he given. 
My objeefion to bounties is that they sre generally given 
to certain fims and certain people. Although there is no 
doubt that under my scheme the big capitalists would be 
able to take advantage of the protection, there would be 
nothing to prevent little people from producing and taking 
advantage of it. 

22298. Q. What seems to me then is that while this 
industry is improving the public are robbed of 20 per cent, 
until such time as it produces. The public are asked to pay 
more for their commodity and the pub'ic are asked to pay 
more for our collecting tbe duty. All that might be saved 
and the bounty you can give on production. Is not that 
more economical ? 

A. That is often done and is being done in the Crtse of 
an Aeroplane Service from Paris and back. I am very 
interested in tbe Technical Press, and what I find there 
to-day is that there is a complaint that certain companies 
are getting it and they are not putting certain machines, 
they are not working economically, and their bounty should 
be , dropped. The complaint is that there is a semi- 
monopoly and so on. You are likely to get the same soi*t 
of complaint here. 

22299. Q, I am suggesting that a bounty should be 
given on production. Take the case of cement. 

A* It would rather be difficult to see that it went into 
the right hands. I can imagine certain-people who would 
show cement which may not have been manufactured by 
them. 

223bo. Q. What I suggest for your consideration is it 
would be a more economical outlay of money. 

I am sure my Board of Experts will consider that. 
linS sure they will find difficulty in both cases. 


Sir Sdgar Bo/heHon : — 

2230L Q. Have you examined at what point this 20 per 
cent, would operate ? 

A* That would have to be examined very carefully by 
tbe Board. 

22302. Q, In determining when you have got to that 
point, wo\il(i you include only the pioneering people or all 
the little people? 

A, All the little people. 

22303 . Q. General production ? 

A. (General production irrespective of qualit 3 % 

22304 Q, You should regulate that question. 

A, The quality should not be inferior to s certain 
standard if it is consid»*red necessary. 

22305. Q, People who came in first have the worst of it, 
because they have had to wait long*- isn't that so ? The 
other people would come at the time when the 20 per cent, 
ha? already been raised. 

A, Yes, on the assumption you get people to come in. 
They would only come in when they feel sure that they 
can produce the amount required by the time they are in 
full swing. 

22806. Q. You think philanthropic capitalist would come 

A, If he can get a return on his capital later on. He 
always remembers that at the last stage the little man 
goes out 

22307. Q. That is your view? 

A, The little man would not he able to sell ; he will 
have to sell at a discount. 

22808. Q. Because his is of an inferior quality ? 

A. Yes. 

22309. Q. Tlie other point of interest in your paper that 
I want to mention is about the shortage of labour. 

J(. That is one of the disabilities. Industrial lal)our 
is a migratory labour, and if you had a large niimbev of 
schemes coming on at once by a general protective iarifP, 
there may be shortage of labour. 

22310. Q. At present, do you mean there is a shortage 
of labour ? 

A> I understand that most of the industries find a 
shortage of labour at any rate at some part of the year. 

22311. Q. At the present Bcom<»nt you have considerable 
amount of labour ? 

A. Yes, we have. But the increased industrialisation 
will of course increase the difficulties. 

22312. Q. At the present time has not the development 
scheme added to the industrial difficulties of Bombay ? 

A* It is a big thing. 

22313. Q. I want to show that the labour question is 
not so easy as some people imagine. 

A. I quite agree. 

22314. Sir Mmtagu It was suggested to 

us that cement factories came into existence owing to the 
war stimulus. But I think as a matter of fact the cement 
factories in the Central Provinces, in the Northern India 
and on the coast were erected before the war. 

A. The industry was lar^^ely developed during the war. 


Supplement to Witness No. 137. 


t)f a from Captain E* V. Sassoon, to the Hon’We Sir Ihrahim Eahimfailla, No. D.-S., dated the 

4th Hatch 1922. 


’ 2^i4iu. With reference to your request for the 
av^rhg^ return of capital employed, I have passed this 
"S&tl-Qvmers’ Association, but We pleasure 
iSt HttsSgyoirMve a copy of the figures as they affect 
our group of Inills for ,1921. 

: iTou wilt notice"ihat m evel^f^ OaSe We have the dateof 
purchase q.nd as you' are aware both the Edward and 
Meyer Mills v^ere bought* at "partictilarly favourable 
prices. The item of the- working capital^ is* the averse 
pf the JM,onthIy indebtedne^ of various mills, 


E, B. SASSOOH UMTED MILLS, IIMITEI). 

DcUe of 'purchase — 1st Jamiary 1920* 

Monthly average of papital employed — 

per cent. Cumulative preference 
Shares . . . , 2,00,00,000 0 0 

Ordinary Share Capital • . 2,99,80,193 0 0 

Loan 1,00,00;000 0 0 

Reserve Funds , . . ^ 22,71,400 0 11 


6,22,51,593 O 11 





MEYER SASSOON MIEL* 


Working capital borrowed from 
Agents .... 96,02,609 0 0 

Sundry Creditors . . . 26,43,040 0 0 

Profit and Loss Account . . 7,99,098 2 3 


TOTAIi COITAL EMPLOYED . 7,32,96,240 11 2 


Profit and Loss Account for the 
year ending 31st December 

1921 95,89,177 11 4 

Less depreciation . . , 19,11,040 0 0 


76,78,137 11 4 


10*60 on Capital employed. 
EDWARD SASSOON MILL. 


bate of purchase — 19th April 1910, 
Average monthly capital employed in 1921 — 



Rs. 

A. 

P. 

Ordinary Share Capital . 

17,00,000 

0 

0 

Debentures . . • . 

12,00,000 

0 

0 

Reserve Funds 

11,06,000 

0 

0 

Other Funds .... 

96,402 

2 

8 


41,01,402 

2 

8 

Working capital borrowed from 




Agents .... 

1,49,073 

12 

11 

Sundry Creditors 

7,67,016 

1 

0 

Profit and Loss Account . 

1,20,237 

6 

8 

ToTAii Capital employed 

51,27,728 

7 

3 


Profit and Loss Account for year 
ending 31st December 1921 . 14,42,849 2 1 

Loss depreciation • . . 1,75,000 0 0 


12,67,849 2 1 

24*54 per cent, on Capital employed. 


Date of purchase — 11th October 1910* * 

Average monthly capital employed in 1921 — 



* Rs. 

A. 

P. 

Ordinary Share Capital . 

10,00,000 

0 

0 

Debentures . ; . . 

12,00,000 

0 

0 

Reserve Funds 

6,90,000 

0 

0 

Other Funds .... 

81,660 11 

7 


29,71,560 11 

7 

Working Capital borrowed from 
Agents .... 

2,78,092 11 

9 

Sundry Creditors 

7,27,661 

6 

5 

Profit and Loss Account . 

1,09,480 

5 

4 

Total Capital employed . 

40,86,796 

3 

1 

Profit and Loss Account for year 
ending 31st December 1921 . 

13,13,764 

4 

2 

Less depreciation 

1,60,000 

0 

0 


11,63,764 

4 

2 


28*50 per cent, on Capital employed. 


YEAR ENDING 31ST DECEMBER 1921. 

Total average monthly capital 
employed of United Mills, 

Edward and Meyer . . 8,25,10,764 5 6 

Total annual profit of United 
Mills, Edward and Meyer . 1,01,09,761 1 9 

12*13 cent, on Capital employed. 


. Witness No. 138. 

Copy of letter No. G.-lOl— 122, from Messrs. Tata Sons, Ltd., Agents, Tlie Tata Oil Mills Company, Ltd., Bombay, dated 

the 17th February 1922, regarding Import Duty on Copra. 


22315. We have the honour to forward copies of the 
correspondence noted in the margin and to request 
that they may as suggested by the Government of 
India be brought to the notice of the ‘Members of the 
Commission. In addition we would point out, that 
the’ imjport* of copra into this country will not affect 
the producers of this material in India as our desire 
to import results from their inability to supply. An 
additional point in favour of our proposal is the fact 
that we shall always export more oil and cake than 
can be made from any quantity of copra that we are 
likely to import. In this case therefore the present 
duty without raising any revenue or benefiting any 
producer in India merely operates to prevent the 


establishment of the oil crushing industry in thib 
country. 

22316. We understand that Mr. J. 0. K. Peterson 
of our firm will give evidence before the Commission 
on behalf of the Tata Iron and Steel Company when 
the Commission is in Bombay and we suggest that if 
this suits the convenience of the Commission and they 
desire any further information than is contained in 
these papers, he may be examined on our behalf at the 
same time. We have not answered the questionnaire 
prescribed by the Commission as India being an ex- 
porting country in this respect we do not advocate any 
other alteration in the existing tariff. 


of a letter from Messrs. Tata Sons, Limited, Agents, The Tata Oil Mills Company, limited, Bombay, to the Secre- 
tary to the GovenuuiBnt of India, Commerce and Industry Department No. G.-5— 22, dated the 3rd January 1922. 


22017. We have the honour to submit for favour of 
sympathetic consideration the following representa- 
tion concerning the duty imposed in Cochin on im- 
ports of copra from all countries outside British 
India. 

22318. 2. With a view to develop the oilnseeds 
crushing industry in India, we have floated a Com- 
pany with a capital of a crore of Rupees and have 
installed at Tatapuram (Ernakulam), in the Cochin 
State an Oil Mill designed to crush about 37,500 tons 
of copra annually. 

22319. 3. For the supply of raw materials we relied 
at first on the Malabar Coast, but there were rapid 
developments which compelled us to cast about for 
other materials wherewith to keep the mill going. 


Within two months of our starting operations in May 
1920 we had to stop crushing not only because the 
supply was inadequate but also because prices wqpt 
up so high that it would have been disastrous to conti- 
nue operations. In the last season we were con- 
fronted with the same difficulties. Unless therefore 
we can secure copra on more favourable terms from 
elsewhere we fear this new industry which, if fostered 
properly, has a great future befort it, will be severely 
handicapped at the very start. The difficulty cSf 
getting an adequate supply of copra was one of 
miain reasons of the loss we suffered last yea?. 

22320. 4. The places outside British indi^ ^ 
where we can get supplies of copra are , 

Ceylon* and the Straits Settlexa^nifii, . W 
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serious obstacle to obtaining copra from these places 
and other countries is the high duty levied on imports 
of copra into India, whereas there is no duly on 
exports of tlie same article from India. The duty on 
copra imported into India is 11 per cent, on a iarifi 
value which has been fixed so high as Rs. 510 per ton. 
This has the practical efleci of prohibiting the iinport 
of copra into Cochin from outside India. The reve- 
nue derived from the imposition of this duty is in- 
significant, In 1915-16 the duty realised oii iinpoi ts 
of copra amounted to £182 only in 1919-20 it was 
£1,078. It is thus obvious that whilst this import 
briiigs no appreciable revenue to the State Exchequer 
it seriously hampers the free import of raw material 
from neighbouring countries into India. The main- 
tenance of this state of affaii*s may have the effect of 
strangulating an infant industry of great promise a 
result, which, we feel persuaded, the Governnieut, 
who have identified themselves with the policy of 
helping and fostering Indian Industries, will be the 
first to deplore. 

22321. 5. In order therefore that this new industiy 
may have a fair chance of development, and that it 
may he the pioneer of similar other indigenous indus- 
tries, it is essential that all restrictions on its growth, 

’ such as this import duty on raw materials, should he 
removed. We make this appeal to the Government 
with all the more confidence since, as we have shown 
above, the abolition of this duty will involve no mate- 
rial surrender of revenue. 


22322. 6. Our Company which haS been launched 
with purely Indian capital has a large number of 
shareholders all over India, and, apart from the num- 
ber of people alfeeted by the* success or failure of the 
eoneern. the new venture* is heine; k<vniy watched by 
capitalists uho, in the event of any untoward circum- 
stances. will be {lelerred from venlitring upon new 
enterprises of a like nature as in fact they have 
alrcatly deterred us from iiist ailing other mills in 
various parts of India as Ave had originally intended. 

22323. 7. Among other grounds on winch we base 
our elaiiu for synipnthetic trcutiiieiii we may mention 
that our mill has given permanent employment of 
hundreds of people, and the planting of modern mill 
of this maguiitidc on the Alahibar Coast has to a large 
extent helped the tlcvelopment of trade on that side 
of India. 

22324. 8. We therefore pray that tlm existing Duty 
on imports of oil-seeds atul nuts be abolished. We 
may point out that another important principle is 
also involved in this quostioti. because while finished 
products may be rightly taxed, it is extremely unusual 
to levy duty'^on imports and exports of raw materials. 

22325 . 9. In conclusion, wo request that as the 
matter is vei*y urgent and we sliall require large 
quantities of copra shortly since the Mil! is about to 
resume operations after having been closed for over 
four months, Government Avill be pleased to consider 
this matter early and to communicate to us their 
decision, wdiich w'e trust, will be favourable. 


. I 

Witness No. 189. 


Written Statement o* Mr. 3 . C. K. PETERSON, C.I.E., representative of The Tata toon and Steel Co., Ltd., 
Bombay, dated the 31st January— Snd Eehruary 1982. 


OeneraL 

22326. The manufacture of iron and steel in this country 
is an industry which must be treated as a special case. It 
does not come within the general principles outlined in 
the question s put by the Commission. We have answered 
these questions, but we also desire to state the case for 
the protection <5f this industry in more general terms. 

22327. Iron and steel is the basis of our existing civiliza- 
tion. If a continuous supply of this material is not avail- 
able, that civilization must inevitably perish. It is the raw 
material of ail industries as without it practically no 
manufacturing plant could be erected and no efficient 
means of transport could be devised. These are the 
two things on which our j)resent civilization rests, 
increased productive power and increased means of 
transport. Iron and steel are essential for both. They 
are also a nation’s first line of defence. They enter into 
the manufacture of all munitions of war. There is no 
nation that could defend itself for 24 hours, if deprived 
of all supplies of iron and steel ; and even without war, 
if sUppKes of the material were entirely out off from it 
any nation would be ruined. It is for these reasons 
that England, America, Germany and Erance are all 
great producers of iron and steel within their respective 
territori^ ; and Japan, although not possessing the same 
natural advantages, has been forced to obtain concessions 
of Chinese ore and to develop the manufacture of steel 
to a very high point. 

22328. The last war shewed very plainly that in the future 
no country can depend on the maintenance of overseas 
emnmamoations in the case of war, or on its accustomed 
supplies of any material that is required for military 
operations. When the great war broke out the first 
commodity to vanish was gold. The second was cer- 
tainly steel. Every Government imposed restrictions 
' op its. sale; every Government prohibited its export, 
prices rose to a preposterous level until they were ten 
and even- fifteen times what had been paid before the 
, war. Even the Indian Government itself had to pay 
these prices for imported steel bought in the open market 
and could not obtain sufficient supplies. 

22329. These conditions will arise again immediately on 
the outbreak of war between any two powers, even if the 
Empire of which this country is a unit is not involved 
in the struggle. If there is war in Europe, we shall get 
little or no steel except what we make ourselves. We 
shall have to pay enormous prices for what we do get, 
ami, as a result, our industries and Railways will be 


starved for want of their most essential raw material. 
If India itself is engaged in the war, it will find it impos- 
sible to defend itself, unless the ' maniifacfctire of iron 
and steel has been firmly established in the country. 

22330. The statement (A) attached sKoav-? clearly the 
effect of the war on the quantity ami value of cuir imports 
of iron and steel. In 1910-1919 our imports were nearly 
I those of 1912-1913 and wc paid over twice as much for 
these. The results can be seen by anyone in the condi- 
tion of our Indian railways and industries to-tlay. 

22331. If we are to safeguard ourselves we must develop 
the industry in this country without delay. Even if we 
had no natural resources, we ‘should still have to develop 
it as Japan has had to do. But we have natural rcsource-s 
that are practically inexhaustible. The deposits of 
iron ore in India are among the largest in the world, 
and are of the finest quality — of a much finer quality 
than those of Europe or America. Good coal and flux 
lie near them. There is no reason why India should 
not become one of the largest producing countries in 
the world, and why it should not rank with America, 
Germany or England ; nor is there any reason why it 
should not ultimately produce iron and steel as cheaply 
as it can bo produced in any part of the world. 

22332. India’s present consumption of sceel is about 
709,000 tons annually ; and before the war exceeded one 
million tons annually. Of this quantity our Works made 
about 130,000 toius. We could do with much more steel in 
the country. But in any case, India is not safe, its 
defence is not secure, its civilization is not sure until 
it can produce at least the total quantity of steel which 
it at present consumes for the bare maintenance of its 
transport and manufactures. To ensure this the industry 
must in some way be protected or subsidised in order 
to guard it against foreign competition until it is firmly 
established. It is at present in its infancy compared 
with the gigantic factories of America, England, Ger- 
many and Erance. The comparison below of the pro- 
duction of these countries for the year 1919 shews this 
clearly : — 

Gounfries. Produclion of steel 


Tons. 


United Kingdom • . 50,88,991') Figures taken 

United States . . , 2,51,01,544 from ‘^The Iron- 


France . . * 

Belgium - . * 

Germany (January October) 
India 


13,87,177 ( monger ” 
4,11,055 /“Metal Market 
48,15,009 I year Book, ‘ 
1,34,060 J 1921. 
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It is obvious that, if any of these countries seeks to 
destroy this infant industry in order to secure a new 
market, it could do so "without effort, and the trouble 
of the world’s present system of production and sale is 
that all the efforts of great producing factories such as 
those of England, America, Germany and Belgium must 
tend in that direction. Sentiment or politics have no 
place and very little effect in business. These countries 
have also special advantages. By a high tariff against 
foreign goods America and Germany are enabled to sell 
at low prices in outside markets, and have always made 
tliis a feature of their business methods. The Belgium 
producers at present enjoy a bounty on all exported 
steel, and these countries and England also have the 
great advantage of a complete and better organized 
system of transport than India. The compsiFison of the 
freight rates (Statement B) attached to this note shews 
that it costs us more to deliver steel or iron at Bombay, 
Madras, Karachi, Ceylon or Bangoon than it costs to 
send steel from the English ports and Antwarp or Breman 
to these ports. 

22333. Apart from these considerations, these countries 
have also the enormous advantage of a reserve of skilled 
labour on which they can draw. In India there is no 
such reserve, though one will be built up in time as the 
industry becomes gradually established. If a skilled 
man leaves us or is incax)acitated, it takes tis 6 months 
and a large sum of money to replace him. It is im- 
possible to say that the industry in India is established 
until we have natives of the country who are competent 
to fill the highest positions in the Works, as in the case 
of Japan. We are at present still in the pioneer stage. 
Through this pioneer stage this industry must be protect- 
ed, if India is ever to have a separate national existence 
and become an integral and vital part of the Empire 
both in defence and progress. Other Steel Companies 
in India are already projected and the internal competi- 
tion which may be expected from them is a sufficient 
safeguard against any monopoly. 

22334. But to admit that the Industry requires protec- 
tion does not solve the problem. We have considered the 
whole question very carefully, and have come to the 
conclusion that a policy which would give the iron and 
steel industry protection to the extent of 33*1 — 8 per cent, 
over imported material for a period of five years which 
might bo gradually reduced within a period of 15 years 
to 15 per cent, should make it possible for the industry 
to stand by itself and should eventually cheapen the cost 
of this essential material to the whole of India. We 
realise, however, that imtil Indian Works are in a posh 
tion *jo supply the total requirements of India there will 
aligrays be some difficulty in imposing so hij»b a tariff, 
although it is not higher than that which has been im- 
posed by foreign Governments and by the Government 
of Australia for the protection of the industry. It is 
for that reason that in our original application to Gov- 
ernment we suggested that the assistance required by 
the industry coffid best be given in the form of a bonus 
on production, and we would still prefer that a moderate 
duty of, say, 15 per cent, should be levied on foreign 
steel and the balance of the protection required shoffid 
be afforded by means of a direct bonus on production, 
the financial assistance required being obtained from 
the proceeds of the duty suggested. The attached 
statement (C) shows the effect of such a proposal for the 
year 1919-20. We also wish to point out that any pro- 
tection affected to the industry would be valueless uffiess 
the duty imposed is also levied on all stores of Railway 
materials imported by Government for its own use. It 
is also essential that the protection afforded should be 
increased proportionately with any rise in exchange 
as such rise would make the protection valueless. 

22335, 43. Yes. The Iron and Steel trade. I am a 
Director of the firm of Tata Sons, Ltd. who are the 
Mana^ng Agents of the Tata Iron & Steel Co., Ltd. I 
have also been authorised by the Steel Company to give 
gVldence as their representative. 

22336. 44. The iron ore resources of India are enormous 
and are readily accessible. The percentage of iron in the 
ore is exceptionally high, much higher than is usual in 
Europe or America. ^ ^ - 

Dolomite, limestone and coking coal in large quautities 
exist close to the deposits of ore. The cOal is uot of the 


highest class but its close proximity to the deposits of 
ore more than offsets this (hsadvantage. 

22337. 45. Yes. The first part of the question cannot 
be better answered tlian by a quotation from the speech, 
delivered by Lord Chelm-^jford, late Viceroy of India, 
when he visited Jamshedpur in January 1919. He said 
“ I can hardly imagine what we should have done during 
these years if the Tata Company had not been able to 
give us steel rails which have been provided for us, 
not only for Mesopotamia but for Egypt, Palestine and 
East Africa.” 

From the be.* inning of tlie var io (he end, the com- 
pany supplied to the Government about 291,562 tons 
of steel material in the shape of rails, shell steel and struc- 
tural material at an average base price of less than Rs. 150 
per ton. If this pioneer Steel Works had not existed, 
this supply would have had to be obtained from the 
United States, as the English Works were busy with 
urgent Munition work of their own. The average price 
at which the Govermnent could have secured their re- 
quirements from the States would have been at least 
Rs. 200 per ton more than what they have paid to this 
Company, considering the high level of prices obtaining 
in the States and the exorbitant freight and insurance 
rates. In other words, the establishment of these works 
before the war enabled Government to save about six 
crores of rupees and, what was far more important, to base 
and East Africa in this country and avoid the dangers 
of the maritime transport of this essential material 
tlirough the Mediterranean which was infested by enemy 
submarines. This strategic advantage far outweighed 
any saving in money. 

22338 46. This industry in India is still in its infancy. 
It was with very great difficulty and after repeated failures 
in securing the necessary capital, that in August 1907 
the Tata Iron & Steel Company was sucoessMy regis- 
tered. The construction period itself took between 
4 and 5 years, and when the operation began, the utmost 
difficulty was experienced in manufacturing iron and 
steel of good quality. Even when the necessary standard 
was attained, the cost of production was so high that it 
was impossible to compete with foreign imports. At 
this time, however, the war intervened and acted as an 
accidental protection to the Steel Company, all imports 
having ceased and our Works being mostly employed in 
supplying steel to Government and, to a limited extent, 
to the open market. With the cessation of war and the 
declaration of peace^ the position has reverted to what 
it was before, namely, competition with foreign imports 
at unusually low prices. 

As regards organisation and equipment, though 11 
ye*rs have passed since operation was started, this 
Industry cannot be said to be on a stable footing, for 
the important reason that with the exception of the 
Coke Ovens and Electrical Department, the operation of 
the Works is still dependent on the skill of the foreigners 
brought oat chiefly from England and America. This 
great handicap counterbalances to a considerable extent, 
any advantage we may possess in the relative cheap- 
ness of some of our raw materials and unskilled labour. 
To what extent this handicap of foreign skilled labour 
affects our operation ^vill be seen from the following 
quotation from the evidence given by hlr. T. W- Tutwiler, 
the General Manager of our Works, before the industrial 
Oommission. He said : “ When an Indian is substituted 
for a foreigner, there is a great saving in salary, as the 
covenanted hands have to be paid much more than the 
Indians. Over and above salaries, covenanted men 
are given free passages to and from their homes and 
salaries while travelling ; they are also paid very hand- 
some bonuses when they exceed certain tonnages. 

“ I am sure where Indians have been substituted for 
Europeans in these Works, the quality of our products 
has not suffered.” 

For various reasons, this process of substituting 
Indians in place of foreigners at our Works has been 
extremely slow, because up to now we were occupied 
with other more important problems. Before the war, 
all our efforts were chiefly concentrated towards im- 
proving the quality of steel we were making, and during 
the war, the question of supplying the urgent require- 
ments of the Indian G2>7ernmenfe naturally claomed 
all our attention, the plant being worked at its utmost 
capacity. "With a view to oveoreoming thk difficulty 



ol imported labour, our Company has now establmbed, 
at a very heavy cost, the Jajnshedpiir Technical Institute, 
where Indian students with University qualiiications, 
will be taught metallurgical chemistr}^ and luotaihirgy. 
It is expected that students undergoing this course, 
"which lasts for 3 years, will be competent to take up 
responsible positions at the Blast Furnaces, the Steel 
Furnaces and other operating departments of our Works, 
so that in course of time, all the manufacturing depart- 
ments or most of them will be manned by Indian skill- 
ed workmen, 

22339. 47, Up to the present, most of our own output 
has been sold in India but we have also exported large 
quantities of pig iron, both foundry and basic, to Japan. 
We have also occasionally exported pig iron and steel 
in small quantities to the West Coast of America, New 
Zealand, ♦ Australia and the East generally. In the 
near future however the industry in India must look 
to the markets of the world to absorb its products and 
there is no reason why a large part of the output of iron, 
semi-fimshed steel and steel should not xiltimately go 
to the West Coast of America, Africa, Italy and Europe. 

22340. 48. Very intense competition. 

India with its low tariff and increasing demand is the 
dumping ground of the world and distance by sea is 
no particular protection in this trade. 

Our internal Bailway tariff in India is in many cases 
so high that internal business is also difficult against 
foreign competition with low sea freights. This is shoTO 
by , the statement attached. 

48. Part (2). All goods which are manufactured in 
India. Naturally the prices of goods not manufactured 
here are not cut so fine, and we believe that in many 
cases higher prices are maintained by argreement between 
the various manufacturers’ organisations. This was 
certainly the ease before the war. 

22341. 49. In Belgium there is an export bounty of 
SO frs. per ton on steel. This and the exchanges are 
our chief difficulties at present. 

In addition foreign countries enjoy a great advantage 
as a result of the present dislocation of the Indian traffic 
system which is proving a very serious handicap to the 
extensions now being made at our own Works and to the 
development of new Works by others. 

22342. 50. Our General answer covers this question. 
This industiy stands apai*t from all others. In our opinion 
just so much protection should be assured to it as will 
enable it to face foreign competition and ultimately to 
produce the total quantity of this material required by 
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India. Tn our opinion the least measure of proteorion 
required for the next o years is 33*! 3 per cent, 

22343. 51 . idlest certainiy. Not only so but we have no 
doubt whatever that the keen internal competition that 
must result from the existence of the magniheent reserves 
of iron ore in iiidia \vill very shortly, once the industry 
is established on a lirm basis, cheapen the cost of steel to 
Indian consumers below an^' possible price from foreign 
countries. When that happens and wc estimate that 
it should happen within 20 years, the proU^etion afforded 
to the industry Juay be removeti entirely. 

22344. 52. If by dumping is meant soiling below actual 
cost price, it is suffering from dumping now. Wo believe 
that both English an<l Continental steel k being sold in 
this country below cost iirice. It is certainly being sold 
below our cost price. We have already suggested the re- 
medy, 

22345. 53. Yes. But we also think that the real causes of 
the ]U"escnt. extreme competition are the very great increase 
in the "World's productive capacity resulting from the war 
and the falling off of the demand owing to the disturbed 
condition of Bussia and Central Europe and <leprc*ssod 
trade conditions throughout the world geuerally. 

22346. 54. We have answered this in the last question. 

22347. 55. We have answered this in the lost question. 

22348. 56. No, 

22349. 57, This does not concern us. 

22360. 58. The finished product is the raw material of 
industries and is essential to them. 

22351, 59. Yes. In our furnaces we use refractoiy bricks 
produced by the plants of Messrs. Burn & Co., Andrew 
Yule & Co., and the Kumardhubi Fireclay and Silica 
Works. The manufactures of lirobricks, silica and 
magnesite bricks "were very greatly developed during the 
war and this industry to a large extent dopenda on the 
maintenance of steel and iron works in India. 

22352. 60. We ask for the protection of this one vital Mey 
industry on which all others depend. We do not wish to 
express any opinion as to cither the merits or otherwise 
of protection as opposed to free trade as a general s^^stem. 
But generally speaking, "vve are oxiposcd to protection 
except for the definite purpose of encouraging new in- 
dustries which the country needs, and we would only then 
favour it as a temporary measure. 

22363. 70. We prefer ad valorem duties. 

In respect to these the provisions of the existing 
Act are simple. Tariff valuations lose their meaning 
frequently and 10 per cent, duty can easily become a 20 
per cent, duty if the tariff is wrong. 


22354. StrATEMENtr A. 

Imports for compared with 1919-20. The figures are given in thousands of tons and thousands of pounds sterling* 



Iron — (Pio, angles, bolts, bars, rice bowls.) 


191243 . 
1919-20 , 


Total imports* 


37 

18 


Total value* 


361 

573 


Value of Govern- 
ment imports. 


26 

74 


Iron OR STiEtr— (Beams, nuts, hoops, nails, rivets, c.i* pipes, screws, sheets, tubes. 


1912-13 

1919-20 


1912-13 . 
1919-20 • 


• ‘ ♦ . - 547 6,370 

- V • * . 13,408 

Steel— (A ngles, springs, bars, ingots, channels, etc.) 

158 1,172 

» • • * 95 3,073 


"wire, etc.) 
150 

487 ‘ 


58 

158 


1912-13 . 
1919-20 . 


Railway Matbrul. 

244 

♦ • 65 


1,764 

1,358 


201 

409 


Totac* 


1912-13 
1919-20 • 


Tons. Value. Value of Govern- 

ment imports. 

986.000 £9,667,000 £436,000 l-22nd of total 

[Bs. 14,60,06,000 i B& 66,25,000 

609.000 £16,412,000 ‘ £1,128,000 M6th of total 

Bs. 276,180,000 ite. 1,60,^,000 
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. 22355. Statement B. 

Freight on Pig Iron and Steel Materials* 

Steamer and Inland Freight, 

English. Ports to Bombay Bs. 16-14 per ton for pig and steel=against =Tatanagar to Bombay Bs. 15-14 p.t. for pig 
and steel plus surcharge. 

English Ports to Madras Bs. 16-14 per ton for pig and steel — against=Tatanagar to Madras Bs. 15-14 p.t, for pig and 
steel surcharge. 

English Ports to Karachi Bs. 14-16 per ton for pig and steel = against =Tatanagar to Karachi Bs. 45 p.t. pig and 
steel plus surcharge. 

English Ports to Ceylon Bs. 16-14 per ton for pig and steel=against=Tatanagar to Ceylon Bs. 18 per ton for pig. (Hly. 
frt. Bs. 3 plus steamer frt. Bs. 15). 

English Ports to Bangoon Bs. 16-14 per ton for pig and steel = against =Tatanagar to Bangoon Bs. 23-28 ton, for 
pig and steel (Bly. frt. Bs. 3 plus steamer frt. Bs. 20-25). 

•Antwerp to Bombay, Madras, Karachi, Ceylon and Bangoon Bs. 13-4 pig and steel, 

Bremen to Bombay, Madras, Karachi, Ceylon and Bnoigonti Bs. 9 pig jituI iil.ceb 

Japan to Bangoon Bs. 12 for steel = against =^Tatanagax to Bangoon Be. 23-2H per ton for steel. 

N.B. — The freight for Bombay will be Bs. 17-8 per ton from 1st April 1922. 

All other Bail ways are going to increase their rates from 1st April 1922. 


22356. Statement C. 


Statement showing net revenue to Government hy imposing a duty of 15 per cent* and giving a direct houniy on production, 

i919-20 

Base rate of imported steel =Bs. 150. 

Suggested duty 15 per cent, as compared with 2-| per cent. 

Protection afforded to ine industry by duty is therefore, 2.J per cent» and additional protection required 18*33 per 
cent, or a bounty of Ps. 27*50 a ton. 


Total production of steel in India i — •' tons. 

1919-20 122,227 


Total import of ircm and steel in India : — Tons, value. 

1919-20 509.000 £18,412,000 

1919-20 12^ per cent, duty £2,301,500 

Bounty on prodtiction at Bs, 27*50 : — Tons. 

1919-20 1^2,227= B,s. 33,61,232 

= £224,082 

Balance of revenue accruing to Government would have been . . . £2,301,500 minus 

£224,082 


or £2,077,418 
or Bs. 3,11,61.270 


Oral evidence Bombay, the 2nd March 1922. 


22357. PreddenU^Q, Do you represent the Tata Iron 
and* Steel Company t 

A, Yes. 

22358. Q, The iron and steel industry has got a good 
number bf natural advantages ? 

A. In India, yes. 

22359. Q, Iff spite of these natural advantages yon 
require a protection of 33 J per cent.? 

A, It has many disadvantages as well as advantages. 

22360. Q> You want this 33i per cent, protective duty 
in order to counteract the disadvantages? 

A. Yes, so that it might be a firmly established indus- 

22361. Q, Yon base your case on the great necessity 
of establishing the iron and steel industry in India for 
d^nsive purposes ? 

' A. all purposes. I think defensive purpose comes 
first. 

22362. Q, You have to compete with England, 
America, Germany and Belgium ? 

A. We have to compete with every steel producing 
country, but these are the principal countries. 

22363. Q. You say, ‘ these countries have also special 
advantages. By a high tariff against foreign pods America 
and Germany are enabled to sell at low prices in outside 
i^narkets, and have always made this a feature of their 
business methods.’ Do you contend that these countries 
a^p dumping foreign countries ? 

A. Yes. 

22364. Q, That is to say the export prices are lower 
than the home prices ? 


A, I don’t know whether I can call it dumping. It is 
an endeavour to sell in the market outside at a lower 
price. There is nothing unreasonable in it. We should 
also do it if we had a chance. 

22365. Q. You say ‘by a high tariff against foreign 
goods America and Germany are enabled to sell ’ ? 

A. Yes. Their home prices ai*e automatically raised. 
That is to say they make very good profit in their own 
country and in other countries they sacrifice a certain 
amount of profit. 

22366. Q, That condition prevails in the English 
market ? • 

A, As & matter of fact the English export prices are at 
pnssent lower than tne prices for home consumption, but 
it may be accidental. I do not know whether it is inten- 
tional 

22367. Q. But that is the fact ? 

A. Yes, that is my information. 

22368. Q, You have referred in your statement in several 
places to the system of transport in other countries as 
compared with India. Will you please elaborate that 
point and the difficulties you have experienced in the 
matter of transport ? 

A. Our trade is principally in important centres like 
Madras, Calcutta, Bombay, Karachi, Delhi, Cawnpore 
and so on. These are at very considerable distances 
from our wor^s and in addition to that there has been a 
certain amount of dislocation, as I fancy the Commis- 
sion is aware, in all-India traffic during the last ,2 
years. It has not recovered from the effecj| / 

fip Europe has recov^ed. In Enghtn^;!^ ' 
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not tbe Sana© amount of <3ifficnlt.y ; tbc distances aro 
shorter between the ports and the x>roducing centres and 
the actual freight for carrying tbe rolling materials is 
probably less. 

22369. Q, How does the railway freight charged lor 
the conveyance of your manufactni'cd goods to the ports 
compare with the sea transport ? 

A. The ^statement I have, given will sho\v. 

2i3370. I will come to that later on. Your xwoposal 
is that an import duty of 33 J per cent, should be imposed 
for the first five years and it sliould be gradually reduced 
in a period of 16 years. 

A. 1 think it is possible to gradually reduce it. 

22371. Q. You know^ you make a strong case as iron 
and steel articles aro of very gi’cat importance for the 
development of the country. 

It is ot enormous impoftancc. 

22372, Q- Don’t you think that the imposition of such 
a high rate of tariff and the raising of value would 
seriously hurt the consumer ? 
j 1. I don’t think so. 

22373. Q! Why ? 

A- Because I think unless this industry obtains* an 
advantage of that kind for the next 10 or 15 years, it 
would probably cease to be able to compete at all, in 
which case you will not be able to produce iron and steel 
in this country. Then the foreign countries owing to a 
‘ desire to manufacture and obtain more profits may raise 
the price of the articles much beyond the price which you 
would have to pay if you had your own manufacture in 
this country. 

22374. Q> That is the^ result that is generally brought 
about by dumping goods, isn’t it ? 

A. Yes. 

2‘^/375. Q. Dming the period that you build up your 
industiy the consumer will be penalised ? 

A* Undoubtedly during the ]5eriod. 

22376. Q» You think the corresponding advantages 
to the country are sufiiciently of importance for the 
consumer to bear the loss during the temporary period? 

A, I would go further in the case of iron and steel, 
because I do not think we can contemplate the country 
being left in an absolutely defenceless position in which 
it would be left if it was handicapped in the manufacture 
of these materials. It is not a question of x>rice at all."’’ 
It is a question of safety. 

22377. Q. You refer to the Indian works being able to 
supply the total requirements of India. Do you think it 
is possible to establish iron and steel industry in India 
of sufficient dimensions ? 

A* Certainly. 

. 22378. Q. Provided adequate protection is 'given ? 

Yes, provided the industry is supported in stages. 
Some companies are contemplating and some of them are 
already building which w6uld produce sufficient steel to 
meet the requirements of India if they were carried 
throuo-h. 

2*2379. ,Q. Your alternative proposal will be to allow 15 
per cent, import duty and 16 per cent, bonus ? 

A. The bonus comes to about Rs. 25 a ton. If you 
deduct 15 from the 33 J per cent, you get 18^ per cent, 
bonus. Taking the present cost at Rs. 150 per ton the 
^bonus will come to Rs. 27*30 per ton on production. 
This proposal is made merely for the reason that the 
:consmn^ may not be penalised too much. 

^ 22380. Q, You also wish to point out that any protec- 
tion afiorded to the industry would he valueless unless the 
duty imposed is also levied on all stores or railway 
materials imported by Government for its own use. You 
advocate that Government purchasers should also pay 
duty? 

, "4. AUT' want to point out is on the Government stores 
a g^eat^ value of our output goes. The imposition 
of a duty will have no effect if these stores were continued 
to he imported free. ‘ 

22Sai. Q- You point out in answer to question 52 ‘ We 
believe that both, English and continental steel is being 
sold in this country below cost price/ Do you mean 
they are seizing at a price lower than that which prevails 
in their own country ? 

4. I mean they are selling below their actual cost. 
^2382, Can you give some detailed inforipation ? 


4, Hie lo.st price that 1 had for steel rails was £7-2*6. 

T was told that they could inanufartiire the rails for £10. 
Therefore there must he heaxy Io^s. Tliis Is the iufornia- 
tion that. I get from ueek io week. Hu* steel niunufae- 
inrers in tu*tlcr to eany on their works are content to sell 
oecn.siona11y at a loss. 

22383, </. Jii that case the Indian i ml ustry cannot stand 
competition •without .some form of protection V 

A. We must luuc some form of |jndc<‘tion if we are to 
compete at all. 

22384. if yon cran satisfy the rommission with in- 
formation that they sell the ni tides at n low price, if 
will be of great assistance to u.s. 

4. I can jiroduce the actual nqiort. We have not got 
the latest repr^rt, hut we can pixduce our own cost of 
manufacture and we can }»repare a eonqiarative state- 
ment which will show what the comparative cost would he. 

22385. Q. T do not expect you to hriiig any statement 
no-a". I merely siiggt‘>t that if you can puit before us any 
statement to that effect it would greatly assist us in 
forming our decision. Ifyou can consent to Ecnd us \\c 
will be obliged. 

4- I will have a statement x>reparcd. I think it can be 
proved. 

22386. Q. Your statement E giving the ^teamtr and 
inland freight is a very interesting document. Are these 
figures fixed or fiuciuating ? 

4. The freights ■will fluctuate of oourJte. The railway 
charge.s are fixed from time to time. 

223S7. Q. Thus you draw inj" attention to this * English 
porte to Karachi Rs. 14-16 per ton for pig and steel 
against Tatanagar to Karachi Rs. 45 per ton. 

4. This of course is due to very long raihs ay lead ; 
Three times as much to cariy by rail than to carry by sea. 

22388. Q. Tliree times as much ? 

4. Yes. 

22389.$. Then again ‘English ports to Rangoon Bs. 16-14 
per ton for pig and steel against Tatanagar to Rangoon 
Rs. 23-28 per ton for pig and steel (Rly. fi t. Rs. 3 phm 
steamer frt. Rs. 20-25),’ Is it due to the coastal trade ? 

4. It is probably due to the fact that there is more 
return cargo from Rangoon in the direction of England 
than in the direction of C’skmita. 

22390. Q. Bremen to Bombay, Madras, Karachi, Ceylon 
and Rangoon Rs. 9 pig and steel. 

■ 4. That will he due to the depreciation of the mark. 

22391. Q. Take another instance, Japan to Rangoon 
Rs. 12. That is a very long transport whereas Rangoon to 
Calcutta Rs. 20-26. How do you account for it ? 

4. It is much cheaiier because of the conveyance of the 
material by water. 

22392. $. The conveyance b^tween Calcutta and Ran- 
goon is also by water ? 

4. It is probably due to the fact that there is return 
cargo in each direction. I do not know what the condi- 
tions of trade between Rangoon and Calcutta are. I 
believe there aro not materials for export from Rangoon 
to Calciitta. The chief business of the liner is^to carry 
Xiassengers. It is not organised on the same soak- as 
the big steamer transport between Japan and India and 
between Europe and India. 

22393. Q. With reference to your statement C. 

4. This of course may not be correct in view of the 
new budget. We do not know the actual figures for 
1920-21 showing imports- 

22394. Q. The point I want to ask you is whether the 
total import of iron and steel in India is 509,000 tons 
valued at £18, 412,000. 

4. This is taken from the customs return. 

22395. $. ‘ 1919-20 12J per cent, duty is £2,300,000/ ' 

I do not know what is meant by that. 

4. Suppose you pay 12| per cent, duty, that will be 
the return. 

22396. $. Then you say, ‘ balance of revenue accruingto 
Government woiild have been £,2,300,000 minus £224,000,* 
which would be, you mean, the bonus payable by your 
proposal. Does this 509,000 tons of iron and steel 
represent the total imports or the imports on private 
account as against Government account ? 

4. I^lo not think there is much of Government material. 

The customs returns don’t distinguish them. Most of the 
Government materials imported are railway . 

which come under a separate head, I think. ' : . A; 



22397. Q, I merely wanted to know it for purposes of 
comparison. I think it includes most of the Government 
stores. 

A. Yes, it includes. 

22398. Q, Whab will be the effect of the statement 
by the recent budget proposals ? 

A, We have to import machinery and steel from 
America up to the value of about a crore and a quarter. 
The total of our output which would be affected by 
the duty, that is excluding Government stores and 
Government materials will be about the same amount. 
So that on the one hand we will get protection amounting 
to 7J per cent., on the other we will pay taxes to the 
ex,i} 0 nt of per cent. 

22399. Q. Your production is larger ? 

A. I am deducting the supplies to Government. I 
am deducting such materials as we supply to the Govern- 
ment. Therefore even in the present year I do not think 
the duty will produce any effect as far as steel companies 
are concerned. 

22400. Q. As regards the written statement of the 
Tata Oil Mills Company, I find that your complaint is 
that the raw materials which you require for pressing 
oils when imported from Ceylon and from outside India is 
subjected to revenue tariff duty. 

A. Yes. 

22401. Q* You think that in the interests of the de- 
velopment of the Indian industries raw materials should 
be imported free. 

A^ In this particular case it would be a simpler method. 
We export it in another form. None of it remaiiis in 
the country, 

22402. Q, What would be your view in regard to a 
general policy of importing raw materials free, apart 
from the fact whether you consume it or not 1 

A. I should not like to express a general opinion. 

22403. Q, You base your claim on the principle that you 
merely are a manufacturing agency in India, you import 
raw materials and you export manufactured goods and 
therefore you should get raw materials free f 

A. Crushing oil seeds is not a manufacturing process 
at all. We export the same thing in a different shape. 
The value of the copra which comes in is the value of the 
oil contained in it. The whole of that is re-exported. 
Nothing remains in this country. 

22404. Q. You claim exemption on these grounds ? 

A. It is the simplest way to treat that case. 

22405. Sir Edgar Hotberim, — Q, A word about your 
statement B. You say English ports to Bombay Bs. 1644. 
Bo you make allowance for the conveyance from the 
works to the port ? 

A* Yes. 

22406. Q. You have included certain railway freights, 
for instance English ports to Ceylon you say Rs. 16-14. 

* I think an allowance has been made. I think the 
' present freight is about 205. 

22407, Q. You think that allows for it ? 

A. Yes, 

22408, Q* If the freight to Karachi be Bs. 45 in actual 
praolace you would not send by rail. 

At I would not ; but really we are sometimes sending 
isby rail to Karachi. 

22409. Q. You could send it by sea. 

A, We don’t send very much. 

22410. Q- You are quite close to sea. 

:il. But then we have to handle twice. 

> ^11. 0. Through freight from Calcutta to Karachi 
is ,Rs. 15 or so. 

A. X that it would be more than that. 

22412. It is all a question of quantity. When you 
are ta&ing about these freights from England, you are 
ts^ng of freights of full cargo. 

I am talking of quantities of 500 to 1,000 tons, 

V 2M13, Q. But if you were also to do likewise, the cal- 
culation would be quite different. 

A^ I don’t think so. The railways won’t give us any 
reduction on the quantity. 

22414. "Q. The ships will. 

A. I doubt very much whether it would be possible to 
reduce the rates by sending by sea. 

22415. Q. You can get coal at tbe present moment 
from Calcutta to Rangoon at about Bs. 5 whereas you 
have put down Bs. 23, 


A. Until quite recently it did not pay to ship coal from 
Calcutta to Bombay. It was cheaper to send it by rail. 

22416. Q. At the moment freight has gone down but 
you have given here that the freight is Rs. 23 to 28. 

A. That is the freight we are quoted. 

^2417. If you ship 1,000 tons, you might get at Bs, 6 
uf. You might. 

22418. Q, If you charter a steamer it will be much less 
A. I don’t think that Rangoon is a very good case, , 
Bombay, Madras and Karachi are better cases, 

22419. Q, Rangoon is not a bad case. 

A. As Si matter of fact, we are quoted these rates and 
it will be very difficult to get cheaper rates. 

22420, Q. Eor a small quantity. 

A. For the quantity that we ship to Rangoon. 

22421. Q. In reply to the President, you said that the 
.English people were selling at £7. 

A, That was the price quoted to me in London. I 
had a meeting with the Indian railways in London in 
December on this question of prices and they told me 
that. 

22422 Q. Is it c. i. f. Bombay. 

A. Yes. 

22423. Q, Don’t you know that they had no orders ? 
A. None at all. The present price is £8-2-6 c. i. f. 
Bombay. 

22424. Q. It looks as if your contention is correct. 

I was rather interested in some of your remarks about 
labour. At present your supervision is mostly European 
and American ? 

A. Mostly. 

22425, Q, You want to get rid of them ? 

A, We have to get rid of them for the purpose ol 
economy. This imported labour is so very expensive. 
22426. Q. And does not pay. 

A. At the moment it does not pay, and we cannot 
substitute at present. It increases the cost of produc* 
tbn very greatly, 

22427. C* you want to substitute one of these ex- 
pensive men, you would have to put three or four people. 
A, You could not get the work done. 

22428. Q. It is all a question of education. 

A, 1 believe so. They say in England^ that it takes 
two to three generations to make good steel manufacturers. 
We have not had two to three generations in this country, 
that is the trouble, 

22429. Q. It takes time. 

A. Some time to get skilled men. 

22430. Q, You have got a small school in Jamshedpur. 
A. A small technical school to train men. 

22431. Q, With reference to the ordinary question of 
unskilled labour, do you get all you want ? 

A. Unskilled labour we get aU that we want but not 
the skilled labour. Mechanical labour also we get enough. 
For instance in the blast furnaces, we have alre«Sy 
reduced the imported labour. 

22432. Q. You have, 

A* Yes, Most of the blast furnaces are under the 
charge of Indians. But Steel Furnaces are not so. We 
find that much more difficult, 

22433. It is more technical or what ? 

A. It is a harder work physically. Physique has got 
a great deal to do with it. The heat at the furnace is 
148 degrees. It is extremely difficult to get people of 
the right physique for that purpose in this country. 

22434. Q- But with regard to your mechanical labour, 
it is all practically Indian. 

A. Yes. We employ about 13,000 skilled workmen 
at Jamshedpur. 

22435. Q- They are largely Punjabis. 

A. They come from all parts of India, from Southern 
India, from Assam, from Punjab, etc. 

22436. Q> Where do you get your unskilled labour from ? 
A- That comes from the neighbourhood. 

22437. Q. Do you get as much as you want ? 

A. Not always but generally we do. Whenever the" 
agricultural conditions are bad, we get a lot of people 
coming from Chattisgarh. 

22438. Q. It is all migratory. , 

A. Yes. 

22439. Q> You cannot get people to settle dowiu 
A, We have our skilled artisans. . 

22^40. Q. I mean unskiped^ 
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That comes from the villages near hj, 

22441. Q. You have not been handicapped. 

A> We are in connexion with extensions. In the 
actual constriiction work, I moan earth work, wc are not 
short at present. 

22442. Q. Have you found during the last few years any 
material increases in wages for the unsldllod labour class ? 

A, Not to the same extent as for the skilled labour 
class. 

22443. Have increased wages given you better results? 

A. That is a disputed point. Wc arc told that when 
they get higher wages, they do less work. They stay 
away one day. 

22444. Q. What is your experience ? 

A* I don’t think that it is satisfactorily j)royed. We 
have adopted an experiment of paying them additional 
bonus, which is additional two days’ pay for every man 
who works for a complete month, and one day’s bonus 
to those who are absent only for one day. 

22445. Q* That is a better system than the raising of 
wages all round. • 

A. Some inducement to stay. It is largely a matter of 
weather conditions. If they get good rains, they go 
away. 

22446. Q. There is no general desire on their part to 
exchange agricultural life for an industrial one. 

A. Yes. They are beginning to settle down on the 
works. The actual skilled labour is settling down in the 
works, but these people who are employed largely on 
temporary work are migratory. 

22447. Q. The skilled labour is housed in Jamshedpur 
and it lives there. 

There is a town containing a population of 50 to 60 
thousand people. 

22448. Q. That is very interesting. 

A. All reside in pucca houses ; a new city as a result of 
the Works. 

22149. Q. These people stay with you, 

A^ Oh yes, they do. The permanent population 
aocordihg to the census return is 50,000. That includes 
women and children. 1 should say that about 15 to 20 
thousand people are permanently connected with the 
Works. 

22460, Q* Do you think that tlie present budget rate 
is going to help you t 

A. It won’t. 

22451. Q. With reference to the Tata Oil Mills, what 
percentage of your copra is imported ? 

A, We have not imported any. The duty makes it 
impossible. 

22462. Q. Your trouble is that you are really debarred 
from importing by the duty. 

A. When we -could not get supplies from Malabar, 
Ceylon and Straits Settlements occurred to me and I 
made enquiries as to the possibility of bringing in copra 
from those places. But a duty is levied on this product 
which is classed as fruit and that made the import of the 
stuff prohibitive. In addition to the price which would 
have to be paid in Singapore, ^vve would have to handle 
the goods twice and with the duty in addition it would be 
impossible. 

22453. Q. You are short of stuff. 

A. That is the difficulty. 

22453A* Q* You would like to buy imported articles but 
you are prevented by protection. 

A. Practically that is what it conies to. Copra whether 
protected or not, does not stay in the countiy. It simply 
passes out. There is no reason why the copra should not 
come free. When we made a reference to the Oovem- 
ment of India, they referred us to the Indian Fiscal 
Commission. 

22454. Q, Practically the whole of your output is 
exported, 

. A. Wo woald export far more than -what is represented 
by tbe imports. A great deal of our product is also 
likely to be consumed in the country.. 

22465. Q, The duty on copra is dl per cent. 

A. The duty is based on the fictitious price. 

22456. Q* Ad valorem^ specific or what ? 

A, It is based on a tariff value which has been fixed at 
Bs. 540 per ton. The price of copra i^erhaps nothing 
like that. 

22457. Q. That is entirely a fictitious price, 


A, Yes. The present price of Malabar copra is Hs, 
325 but ibc is ready equivalent to 18 to 10 per cent. 

22458. Q. You would like something in the W'ay of a 
specific duty to he remitteti in relation to the amount you 
export ? 

A. I do not sec a duty should be charged at all. 

22459. Q. They could give you rebate on your tonnage 
exported. 

A. It could also be worked that way. 

22460. Mr. KaroUam MorarjL — Q. We %vere told by one 
of the witnesses in his written evidence that W'C could not 
make in India high speed steel. Is this correct ? 

A. Pcrfectlv' possible. There will bo no difficulty. 
I thinlv that the point raised was W’hether the quality 
of Indian coal 'was good. As a matter of fact, most of 
the steel is made in electric furnaces. The coal Is only 
used for prochicing power or gas. 

22461. Q. You can make spinning machinery. 

A. Yes. 

22462. <2. For what purpose do you require sulphuric 
acid ? 

A. A large quantity of sulphuric acid is used in the 
manufacture of sulphate of ammonia. At present we are 
endeavouring to make out a scheme for the manufacture 
of galvanized sheets and tinplates, for wliicli also sulphurici 
acid is required. Eaw sulphur being absolutely essential 
for the manufacture of suliffiurie acid should not be subject 
to such a high rate of import duty. 

22463. Q. What is the duty on sulphur ? 

A. A representation has already been made to the 
Government. The present duty is 1 1 per cent, on a tariff 
value of Rs. 155. The price may come down to Bs. 1 15 
in which case the duty would be 19 per cent. 

22464. Q. That would add to youv cost. 

A. Yes. 

22466. Jfr. Mant. — Q. Under what head in the tariff 
schedule is this given ? 

A. I do not know, 

22466, Mr. Narotium MorarjL — Q. What modifications 
would you suggest in this duty ? 

A. The chemical manufacturers have already sub* 
mitted a representation on that point. 

22467. Q. Before the war, had you not Germans on 
your staff ? 

A. Most of our superior labour were Germans before 
the war. 

22468. Q. When they were interned did you not replace 
them by Indians ? 

A. To a certain extent, yes. 

22469. Q. You are quite satisfied with Indians. 

’A. Two of our Superintendents are Indians now. 

22470. Q. Did they get their training in Jamshedpur T 

A. Partly in Jamshedpur and partly in America. 

22471 . Q. You arc quite satisfied with them. 

A. Yes. 

22472. Q. Does not the exchange make a difference 
in the cost of imported articles ? 

A. Yes, it is essential that any protection that is afforded 
should be increased as exchange rises or falls because if 
exchange goes up, the protection ceases to exist. 

22473. Sir Montagu Wehb. — Q. I notice in your reply 
to Question No. 60 that like many other manufacturing 
concerns in Calcutta which wo examined, you are in 
favour of free trade speaking generally but protection 
for your industry. 

A. ‘ No. What I have said there is that generally speak- 
ing we are opposed to protection. We have to pay a 
high duty on silver. There is no pssibility of making 
silver in this country. That merely is a handicap on the 
use of silver generally in India. In the same way we have 
a duty on electric machinery. At present there is no 
chance of making it in this country. 

22474. Q. We have heard the same line of argument 
before from different manufacturing concerns which press 
that more or less the raw material which they require 
should be admitted either free or on the lowest possible 
tariff to enable thfeir manufactures to be established, 

A. I want to make a distinction. I have mentioned 
only those materials that could be manufactured in this 
country, 

22475. Q. Well then, in respect of all materii^ which 
cannot be manufactured in this country, you are in 
favour of free trade or as low a tariff as possible, 



A, t don*t say that the tariff produces any particular 
effect* If it is required for revenue purposes, I presume 
it would be imposed. Otherwise they should come in 
free. 

22476, Q. If I understand, your written statement 
correctly, you are asking for an import duty of - 33 J per 
cent, on steel and with regard to iron, you make no 
demand at all. Is that correct ? 

A* What we have proposed is a duty on steel. 

22477. Q, I notice that you do not ask for any protection 
with regard to iron. As a matter of fact we were told by 
the Metallurgical Association in Calcutta that no duty was 
required on iron. I think that we were told so by the 
representative of the Tata Iron and Steel Co. 

A, I don’t think that you examined any representative 
of our Company in Calcutta. 

22478. Q. Not as such but the Secretary to the Metallur- 
gical Association, Mr. Sawday, who, in reply to Mr. Coyajee 
said that no import duty on pig iron was necessary. I 
have an entry in my notes to that effect. I understood 
from what he said that he was also a representative of 
the Tatas. 

A. I don’t think that a duty is required on iron at 
present. 

22479. Q. That is exactly what I mnted to know. 
It is only steel that requires protection. 

A. Yes. 

22480. Q. In your preliminary statement at the top 
of page 2 you say that this industry must be protected 
still. * Would you explain exactly why steel needs pro- 
tection and iron does not need. 

A. In the case of steel, the process is very much more 
technical ; also it requires very much more capital. 

22481. Q, More capital I That in itself is not a reason 
for imposing tariff. 

A. It requires much more imported machinery. The 
expenditure on importing machinery is very eonsidcrfiblo. 
The manufacture of steel is a much more difficult process 
than the manufactme of iron. Manufacturing of iron 
ha^s always exi/lted in this country. It was fairly success 
ful for many years, before the manufacture of steel was 
ever contemplated. The manufacture of steel of good 
quality is an extremely difficult process. 

22482. Q» Supposing that is a reason for putting up 
a duty, would you tell the Commission what exactly the 
difficulty Is that makes it necessary to have protection ? 

A. If you assess the difficulty, it means expense in 
manufacture. 

22483. Q. What is the difficulty ? 

A. In the first place manufacture of &teel has never 
been tried before. There are climatic conditions; the 
condition of Indian coal ; carriage of coolies to and from 
our works; the difficulty of bringing in imported sl-illed 
Jabo'ur. These- are the difficulties wliich the steel indus- 
try has to meet with in this country. 

22484. Q, Do not these apply to iron ? 

A. Nothing like to the same extent. 

22485. Q, It is the technical difficulty of manufactur- 
ing steel. 

A. The process is a simple enough one. The actual 
difficulty is organisation. If a mistake is made in the 
steel furnace, you might damage not only the finish but 
the whole product is wasted. 

22486. Q. The impression left in my mind is the 
. i^hnical difficulty for which you want temporary pro- 
, tectiion to enable you to overcome. 

-'"Al!"l should say that the main difficulty in this country 
is the Question of imported labour. 

2^487^; C- What is that ? 

Av overhead charge due to the high cost of 

imported labour. 

^ 22488. Q. That is something new to me. What kind of 
^ labour ? 

A. highly skilled technical labour, smelters, rollers, 
finishers. 

22489. Q. And that is the difficulty which you anticipate 
you would be able to overcome if you have a few years’ 
knowledge to work at it. 

A. I Sxould not say a few years* I should say 15, 
at the least before we can be perfectly^ certain of being 
able to do without imported labour* 

22490. Q, I should like to know very much whether this 
difficulty is increased in any way by climatic conditions. 


Why I ask is that I have seen a steel furnace at home 
in the month of December ; bitterly cold rain falling dow^n, 
fogs, filthy climate, and I can understand workmen 
standing in front of the steel furnace with a certain amount 
of pleasure. None of these climatic conditions you find 
here. Precisely the reverse. The men standing before 
the furnace would he very glad to go outside. Is there 
anything in that ? 

A. There is no real climatic condition against it. 

22491. Q, You don’t think that the climatic conditions 
of the United Kingdom are an encouragement to steel 
manufacture and those of this country a discouragement* 
A. I don’t think so. Steel is manufactured in places 
of very much the same climatic conditions as at Jamshed- 
pur. In southern parts of America, the climate is as hot 
as it is here. It does not interfere with the steel works. 
Where you find coal and iron ore together with suitable 
flux oven in the middle of the tropics you would still 
make it. 

22492. Q. You don’t think that the climatic condition 
has any effect at all ? 

A. I don’t thinly: that it has the slightest effect. As a 
matter of fact, the works themselves, with the exception 
of furnaces whibh have to be watched by two or three 
men, are probably cooler than any other factory. There 
are big open sheds. 

22493. Q, Then your request is for 83J per cent, import 
duty on steel for a period of 15 or 20 years to enable 
you to train up the technical labour. 

A* That is the gist of my arguments at all. 

22494. Q. I want to get it very carefully b&ause it 
is a big demand. 

A. In the first place this was our request. I was 
merely pointing out certain facts. It would practically 
be impossible we think to establish this industiy satis- 
factorily in this country if the big foreign steel producing 
factories are allowed to compete freely in India. At 
present the w'orld’s productive capacity has eniomously 
increased. In America, England and Germany, they 
are extending their factoiies and naturally seek an outlet. 
In steel manufacture the bigger the plant the less is the 
cost and tlmt why we are extending very much. The 
foreign factories owing to their size can make steel cheaper 
than w'e can at present. They will put steel in the 
market at as low a price as possible, and it will not be 
possible for us to compote with them. If we compete 
with them we shall bo working at a loss. If that condi* 
tion is allowed to exist the ultimate effect would be that 
it will not be possible to make steel in this coimtry. If 
that happens we want to point out that the country 
becomes jiractically indefensible from a military point of 
view and will remain in that condition. Or, I w^ould like 
to put it this W'ay ; tha^ in case of internal trouble in 
England or America, or in case of a break down in the 
transport, you will find a condition of affairs that very 
nearly happened during the war. ' 

22495. Q. What are the other reasons which enable 
England and America to make steel cheaper ? I want to 
get exactly at the economic argument. You say they 
have bigger w^orks and more efficient labour. 

A. They have better coal ; they have the advantage 
in many cases, so far as the Indian market is concerned, 
of water transport as against railw’ay transport ; and they 
also have the advantage that they can quote lower prices 
.for their foreign exports than they need to in their own 
home market. 

22496. Q. Owing to their tariff conditions ? 

A. Not necessarily owing to their tariff conditions, it 
may be o\ying to their larger production. I have th€ 
actual rates of English prices and export prices. Steel 
is coming here £1-10-0 cheaper than it can be had at home. 
That is one of the chief factors of the economic problem. 

22497. Q, Do you call that dumping ? 

A. You may call it what you like. Do you mean bj 
dumping selling below the cost of production ? 

22498. Q, I am asking you that because the problem o3 
dumping is one of the problems which we are asked tc 
report upon. 

A, I am afraid I cannot give you a definition of dumping 

22499. Mr, J, C, Coyajee, — Q. Dumping means 
below cost price. . . - ~ 

A, They are selling below cost price 

22500. Sir Montagu Webb, — Q: Do 
selling below your cost price ? 
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Below their cost price . If they arc selling below 
their cost price, they are certainly selling below ours. 

22501. Q, Ot all the factors which I have taken, you 
cannot hope to overcome the inferior quality of the Indian 
coal, nor can you hope to overcome the advantages of 
cheap water transport. But by the aid of tho tariS you 
may overcome the dangers of dumping, you may be given 
time to enlarge your works and you may be given time 
to train up your skilled labour. 

A, That is really our argument. 

22502. Q, And you are of opinion that after a period 
of years you might not requiraany protection on account 
of the labour side of the problem or on account of the 
larger works, because your works would be big enough 
to produce steel at a low economic cost. 

A. I would go still further and say that after 15 or 20 
years, India can make iron and steel cheaper than any 
country in the world- The internal competition would 
be so keen that the price of steel would be reduced in 
India below any price at which it can be made anywhere 
else. 

22502. Q. I want to understand exactly why you think 
will be produced cbeaper- 

A* Because of the quality of our iron ore. In England 
in various works they work or^ containing 20 to 25 per 
cent- of iron* Our ore averages 59 or 60 per cent, and 
' we have enormous quantities ^ such ore in this country. 
Some of the EngHsh ores contain 22 per cent, of iron. 
22504. Q. And the best ? 

A. The best is about 45 per cent. That figure I would 
not be pertain of. I am certain of the other. 

• 22506. Q. Because of the superior quality of the Indian 

ore India can manufacture iron and steel cheaper than 
any part of the world. 

A. Yes. I believe this country would become a large 
exporting country. 

22606, Q, That is very interesting. Just one more point 
I would like to ask you. In answer to question no. 48 
you say : “ Our internal railway tariff in India is in many 
cases so high that internal business is also difficult against 
foreign competition with low sea freights.” When you 
say that the Indian railway tarifi is high, do you mean it is 
high compared with railway tariffs in other parts of the 
world, or do you mean it is high in comparison %vith water 
carriage ? 

In comparison with water carriage partly, and 
partly the internal tariff is high in comparison with th« 
freights to aaid from the ports which are always lower 
22507.. Q* That is merely due to the general railway 
conditions. It costs more per mile for a short lead 
than for a long lead. There is nothing peculiar in 
India?' 

A. No. 

22508. Q, There is nothing peculiar in water carriage 
being cheaper than railway transport. I want to get 
at what you mean by that criticism, viz., that internal 
railway tariff is high. 

A, I mean nothing particular. Take the case of 
Bombay. The freight we have to pay from Tatanagar 
is so high as compared with the sea freight from 
Europe mat we cannot compete. I am not criticising 
. tbe rates. 

22509. That k what I exactly want to get at, 
because if the Indian railway rate is a high one there 
will be good reason for demanding a lower rate. 

A. On the contrary they find it difficult to work : 
they have to increase it I think. 

225l(X <2. That is all that I desire to argue in regard 
^ steel. In looking up the question of copra I see it 
• is Kable to a 15 pet cent, duty? 

A. Yes, it has been increased recently. 

22511. Q. And you ask that it might be regarded as 
ft fW product and imported free of duty? 

A. Yes. 

22512. Q. That seems quite reasonable. 

A. "(No answer). 

2251B. J. C. Ooyajee: Q. I want to learn a little 
more from ydui' about the equipment of India for 
becoming a steel manufacturing country. You say the 
quality of our iron ore is superior? 

A. Yes. - , ' - 

22514. Q. Are there many sources of iron ore in 
India in useful contiguity to coal? 

^ A. At present the main body of iron ore lies along 
the south of the Singhbhum district. There is' a large 


bed of iron ore there. Iron may bo found at any Him 
anywhere else. 

22515. Q. And the coal supply? 

A. The coal supply is from the Bengal field. *We 
know that iron ore exists in the Central Provinces, but 
wo do not know how far coal exists in the ^me direc- 
tion, but at any time coal may be found even there 
and that would enable tho iron ore in the Central 
Provinces to bo worked. 

22516. Q. A Geological survey has been made in 
those districts, I suppose. 

A. Tho Geological Department have not found coal. 

22517, <3. When looking to tho present sources of 
supply of our iron ore in contiguity to coal, do you 
think you could multiply our production by 10 under 
suitable conditions? 

A, Our own production or the production of the 
■whole of India? 

22518. Q. Of the whole of India. 

A. I should think 10 is a modest figure. 

22519. Q. Now, it has been assorted before this 
Commission that the coking coal which we get in India 
is inferior in quality. 

A. Indian coal contains a high|»r percentage of ash, 
and a great deal of it is non-coking coal, but there is 
a good class of coking coal for tlie development of the 
steel industry. ♦ 

22520. Q. Then it has also been assorted that as 
regard fiux and lime stone, you even now Iiave got to 
go to inferior sources than when you started. ^Is that 
so? 

A. No. 

22521. Q. Do you experience any difficulty about the 
adequacy or regulariij^ of your coal supply? 

A. The difficulty at present is with the railways. 
The lime field and the coal field are now coiiiiectt‘d by 
a single track. They are now doubling that line. Tfjo 
railway transport situation, I think, is very sc'.noiis, 
and unless it greatly improves in tho next two or three 
years the effect will be serious when the now" works 
come into operation. 

22522. Q, But permit mo to make one o})servation 
on that, that if a heavy duty is put on, tlic price of 
steel might rise and the railway situation may become 

WOi'SO. 

A. Not in that particular raihvw. We shall not be 
affected by that. 

22a23. Q, You do not agree that a 15 per cent, duty 
will meet the situation in India? 

A. The actual saving to India under my scheme for 
the establishment of steel works can be demonstrated 
from last year. Last year if the Indian railways had 
purchased their requir^jments in the open market, iliey 
would have paid £250,000 moro^ and if tho Govern- 
ment of India had purchased in the open market they 
would have paid £200,000 more. That is a saving 
practically to the Indian tax-payer of nearly half a 
million on the purchase of rails. 

22524. Q, As regards the manganese required for 
steel manufacture, you have not tho opportunity of 
nuxmg it with the manganese abroad? 

A. A great deal of manganese is exported from 
India. 

22525. < 3 . Do you use mainly Indian manganese? 
Mixed manganese might be better. 

A. We are not making much ferro-manganese at 
present. 

^ 22526. Mr, T. V. ScsJiagiri Iyer: Q. You said that 
in foreign countries individual companies were at an 
advantage because each plant was larger. Are you in 
a position tinder a suitable protection, to enlarge the 
si^e of your plant? 

A. That would be enlarged. 

^ 22527. Q. You argued that a good deal of dumping 
is going on from^ continental countries. One proof you 

f ave of the, existence of dumping was that certain 
English manufacturers had asserted that they could not 
-manufacture as cheaply as continental manufacturers. 

A. I did not say that. They were making a parti- 
cular product-— £ 10 plates — at a loss. They might be 
making profits ih' some other products. 

22528. On this question of dumping, Mr. Pefeersou,* , 
I take it that the last two years were abnormal: there 
was greater output of steel in England and other plftC®^ 
and they were unable to sell thena. . ^ ' 

A. L^t year this country was protected 
by the high freight. ^ 
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22529. Q. For some years there was no facility for . 
tihe transhipment of goods and consequently after the 
cessation of war there is a natural tendency to import 
more. That may account for the way in which they 
are dumping the goods into the market. Is it likely 
to be a permanent feature? 

A. As conditions improve in England and America 
the production of steel in those countries will go up 
and will exceed the demand and they will naturally 
seek any outlet they can get. Therefore, dumping will 
probably increase. There is at present very keen com- 
petition going on in European markets between the 
English and the continental manufacturers and they , 
are cutting prices against each other. 

22530. Q. As a result of it there will be over-pro- 
duction? 

A. I think there will be over-production, and a cer- 
tain amount will come out to this country. 

22531. Q, There is necessity, therefore, for some 
attempt being made to prevent this dumping? 

A. That is the representation we made to the Gov- 
ernment last September. - 

22532. Q, Have you tried the hereditary craftsmen 
in your workshops? 

A. We have a lot of labour in Jamshedpur. We 
have practically all classes and people from every part 
of the country. 

22533. Q. 35 o the hereditary people get trained more 
easily than the other classes? • 

A. Not appreciably. 

22534. Q, In their case certainly there is no question 
of climatic difficulty: they have been accustomed to 
this sort of work in hot furnaces. 

A. The charcoal furnace which he usually has is 
quite a different thing from ours. 

22535. Q, The hereditary smiths are not better than 
the ordinary men? 

A. I could not express an opinion on the matter. 
We have not investigated individually. I think they 
would make good casts, but they would not do better 
in blasts and steel furnaces. 

22536. Q. You said that you would prefer a 15 per 
cent, bounty and a 15 per cent, duty instead of a 33i 
per cent. duty. The bounty actually means that it 
comes out of the general tax-payer. Therefore, the 
Indian tax-payer would be willing to have a 33J per 
cent, duty instead of a 15 per cent, duty and a 15 per 
cent, bounty. 

A. I think the general tax-payer would be wihing to 
pay only 15 per cent. duty. In making that proposal 
we are considering the effect a high import duty might 
have on the country generally. We think that steel is 
essential and as such steel should be brought to the 
country and the duty should be kept as low as possible. 

22537. Q. The point is that the people who have to 
use eteeh are less in number than the number’ of tax- 
payers. Under those circumstances, would it not be 
better that the persons who want this particular mate- 
rial should be made to pay rather than the general 
tax-payer? 

A. Personally I do not think so. 

22538. Q. Would you rather like the general tax- 
payer to pay? ' 

A. As I said, this is really a question of national 
security and national defence, and I think the general 
tax-payer might very well be expected to pay. 

22539. Q. There was one witness from Madras,*—! 
iihi-alr it was P. Orr & Sons*— who said that the Govern- 
of th§ country were treating them in a step- 
motherly fashion. . They do not give them^ sufficient 
time ’to make their tenders as regards iron goods and 
they do mot always indent upon Indian markets, but 
go to European markets notwithstanding the fact that 
it is dearer to buy in the European markets than in 
fi^e Indian markets. I do not know whether your com- 
g^iaay has had similar experience. 

A. We are not going to make that statement. Orders 
were passed several years ago that if possible Indian 
steel should be purchased in preference to English steel 
by* all Government purchasers. We, as a matter of 
fact, do supply the Imperial Government, we supply 
the Local Governments and we^ supply all the railways. 

22540. Q. On this question of copra I come from a 
coxmtry where there is a large amount of copra. You 
say that in Malabar you cannot find enough for the 
work yoh have started in Ernakulam. I beileve you 


have tried Trichinopoly and Tanjore, whete we have a 
large quantity of copra. 

A. We have tried the whole of the Malabar coast. 
Copra is not a commodity that can be carried long 
distances by rail. 

22541. Q. From Trichinopoly the distance is 400 
milos. 

A. The railway freight on that will make it prohi- 
bitive. 

22542. Q. You cannot get copra by sea from Tri- 
chinopoly. In portions of Tanjore perhaps you can get 
a sea port. I was only asking you whether you have 
made enquiries everywhere. 

A. We have made enquiries everywhere. I think 
the exports from. India have been falling. 

22543. Q. You suggest in one of the places that you 
would like to have a duty upon the export of copra. 

A. I have not suggested that any export duty should 
be put on anything. 

22544. Q, You suggest that you would like to have 
the import duty abolished? 

A. Yes : in the case of copra. 

22545. < 3 . If you do not get enough copra, could not 
your mill crush other oil seeds? 

A. Any oil mill can crush any oil seed. 

22546. Q. Then, why "don’t you go in for ground- 
nuts? There is a large quantity of groundnuts in 
South Arcot, which is at present exported out of India- ^ 
You will find sufficient employment if you take that 
kind of work. 

A. That is a question of price. It depends on which 
oil is in demand at the time. 

22547. Mr. Rhodes: Q. First about the national 
defence question. We have been told by economists 
and others that it is necessary to support industries 
that are of national importance. It seems to me that 
of such industries in India the one you are representing 
is the most important. 

A. That is my own view. 

22548. Q. You have given certain figures showing 
what happened in the war and what would have hap- 
pened if the Tata Works had not existed. 

A. Yes. 

22549. Q. I have gone through those figures, and I 
am trying to form some idea of the premium we are 
paying for our insurance. Under your proposal of half 
bounty and half duty, I gather the cost to the con- 
sumer would be 2-i crores per annum. 

A. Yes. 

22550. Q. It includes also iron? 

A. It is impossible to say what is wrought iron and 
what is Qteel. The Customs do not*separate iron and 
steel. 

22551. Q. You told us that if the Tata Works had 
not existed the Government would have paid nearly 6 
crores more for purchasing from America. Under your 
scheme of insurance, therefore, assuming a five years* 
war in a quarter of a century, it would cost the con- 
sumer 69 crores to save six crores. That is rather a 
very big premium 1 I am asking you whether it is not 
as a matter of fact an insurance premium. 

A. The surplus leaves a large revenue for the Gov- 
ernment. 

22552, Q. 1 am looking from the consumers* point of 
view. 

A. The consumer gets a remission of taxation. It is 
hardly fair to charge the whole of the J millions as 
a bounty to the steel companies. 

22553. Q. Steel is manufactured in the country at a 
higher price and thereby the^ national dividend suffera. 
We should pay less if we import pig iron and steel 
from abroad. 

A. I don’t think so. The price of steel would very 
rapidly go against you. 

22554. Q. If we purchase the 150 crores of railway 
material during the next five years, oU the basis of 
your proposals that would be a disadvantage to the 
country. 

A. "^ioh 150 crores? 

22555. Q. The 150 crores which we hope will be 
given for railway budget for the next five years. 

A. Most of the materials that we purchase shouyhbe 
released within the next five years. We are under a 
contract. The contract would be independent of .any 
duty. 

22556. Q, How is protection going to help you.^,;^,, ’ 
have got' two or three contracts?* - 

to run those contracts fiwt, ' ' 



A. T'he contracts do not cover the whole of our out- 
put. It will be an insignificant part when otir w’orks 
are extended. The full output would be increased to 
about 430,000 tons in three years. _ 

22657. Q. Your extensions are well in progress/ 

A. The extensions are practically completed. 

22558. Q. Have you made any definite calciiiatious 
on which you base your assertion that you think the 
present price of your manufactured steel would be 
reduced to its. 100? 

A. The costs are going down. t 

22559. <3- answer to the Chairman, you said that 
it would be possible to remove the duty later on. 

A. I think it would be possible. 

22560. Q. The question really is whether you would 
be able to produce as cheaply as anybody else. 

A. The cost of steel depends so much on the cost ot 
other materials; it depends on the cost of transport, 
on the- cost of coal and so on. It is therefore impos- 
sible to forecast now what the actual cost would be 
15 years hence. But the disadvantage under which we 
now suffer as compared with England, _ Germ^y or 
America will in any opinion disappear wito 15 or 20 
years. The advantage will be on our side. That is 
what I mean. I do not say the price 15 years hence 
will be lower; it may be much higher. But we shomd 
be able to produce comparatively cheaper than they 
would. We have made calculation to that eSect. 
When OUT works are fully eirtended and when labour 
is trsdned we can make them cheaper. Our present 
trouble is about the high cost of imported labour. 

22561. Q. Can you give us an idea of what this im- 
ported labour costs? 

A, X can give you a rough idea of what we pay the 
foremen class..... 


22562. Q- I want to know what it costs per ton of 
steel, that is what percentage of a ton of st^el is spent 
on imported labour. 

It is very difficult to give because each production 
is carried forward into the next article. 

2256k <3* UcLder the tariff wall is it likely that you 
will go to dumping into other markets? 

A. No. Our production would not exceed one half 
W the Ihdian demand. At the end of 15 years, the 
Indian demand will he over one million tons. 

22664. Q. I gather that railway rates are of great 
disadvantage to you. But you do not reco mm end the 
railways to give you assistance by carrying your goods 
at a loss. 

A. We have special terms for certain railways; thus 
we have got special terms with the B. N. Bailway for 
carrying our materials, 

22565. Q. It is a bargain to them to help the 
establishment of your industry. 

A. Yes. 


22566. Q, The concessions are not given to you in 
the ordinary' business transaction? 

A, We guarantee so many tons and they guarantee 
special rates. 

22567. Q, Has anything transpired in the last few 
years in the industry that has caused you to ask for 
protection? When you first started the industry it 
was under free trade and there was no hope of pro- 
tection. • 

A, No. 


■22568. What is the cause of your change ir 
attitude? 

4 . 1 don’t know what the considerations were thai 
led the people to subscribe to the capital of the. com 
pany ottginally in 1908 or 1909. The present positioi 
is this. During the war the manufacture of iron anc 
steel in eveiy country was increased at the express 
request of the various governments. The demand -has 
now fallen enormously. Therefore the manufacturer 
wHl try to find an outlet for their production. 

^ 22569, Is it a temporary result of the war or ii 
it %ely to be^petmtoent?’ 

A, I think it will be permanent; by permanent ! 
mean five years. I have therefore suggested a dut^ 
for five It may gradually be reduced thereafte 

at the end of fifteen years it may be taken ofi 
We^hink that should be ample. 

i 22570. Q. I think it is not likely to be permanent 
It IS just a temporary result of the war. 

continue for i considerable period 

22571. As regards copra, are there other TVinii!^ a 
present estabKshed? 


A, There arc many local mills, but they do not work 
cuutiixuously anti their output is very small. 

22572. Is your factory established? 

A. Yes. 

22573. Q. But not xvorking? 

A, Yes, il has been working. 

22574. Q* Your contention is that a very large eapi. 
tal is now being held up lying idle for practically a 
snudl amount of duty? 

A. The tiuty Ls intiuilisimai to organisation. There 
is also the diii’iculty about the carriage of copra and 
that is the tlinicuity of obtaining frieght. It is ex- 
tremely dilficiilt to" -get boats to carry copra from 
Singapore. They prefer to carry direct to England, 

22575. 1/r. Mant : Q, Mr. Bhodcs asked you why 
your company which started tlie manufacture of iron 
and si, eel under free trade now ask for protection. You 
said that the situation lias changed which makes pro- 
tection now necessary for a time. You say that certain 
other companies are" projected. Presumably they have 
been projected under the present conditions. 

A, They had originally contemplated to manufacture 
iron and steel two or three years ago. But I do not 
know whether they are going fon\*ard with their pro- 
gramme or not. 

22576. Q, YVhat I want to know is, why if the pros- 
pects are so gloomy, these other companies intend 
starting the /works. 

A. I do not think they are, I have no information. 

22577. §. You refer in your written statements, and 
it was also referred to In Calcutta — to the bounty given 
by Belgium on the export of stoel. Do you know of 
an Act passed some years ago to enable Government to 
impose a countervailing duty in such cases? 

A. I know a recent Act of that nature, but I do not 
think it is generally used. 

22578. Q. It was used for imposing sugar duties. 

A. It would bo extremely difiteult to apply any Act 
of that kind in the case of steel and iron, 

22570. Q. Is the competition from Belgium suffi- 
ciently serious to warrant a special coimtorvailing 
duty? 

4. A groat deal of steel was coming into India, But 
I do not know whoiher it was Belgium steel or German 
steel. YVo do not know also whether bounty had been 
actually paid on the stoel that came to India. We 
could get no information, 

22580. Q. As regards the question of railway freights 
you rAoegnise that sea freight is naturally cheaper than 
railway freights. Do you want protection to counter- 
act that disadvantage? • 

A, No. I only want tliat 1 sltould bo able to com- 
pete w’ith the imported iron and stoel in the Karachi 
market. 

22681. Q. You think you should be given the benefit 
of a protective duty or a bounty from Government to 
enable you to complete with these? 

A. Or special concessions in railway rates. 

22582. Q, You point out that stoel is a key industry 
and urge protection on tliat account. 

A. Yes, it is the basis of a large number of indus- 
tries. 

2258B. Q, Any increase in the cost of steel due to 
protection causes a corresponding increase in the cost 
of other industries. Is it not so? 

A. Yes, in so far as they directly use steel. In so 
far as they depend on other by-products it need not 
necessarily increase the cost. 

22584, Q. In the case of the main product? Take 
machinery which naturally you want to encourage the 
manufaotirre of in this country. If you put any duty 
on steel, you -will have to put at least as high a duty 
on machinery. 

A. I do not think that necessarily follows. It 
depends on the class of machinery you mean. You 
take it as an axiom that by putting a duty on steel „ 
you put a similar duty on machinery. 

22585, Q, I ask you whether it is not a valid lirgu-' 
ment* 

4^ I ^0 iiot think so. In some cases you may put a 
mgher duty, in some cases dess. It all depends m , 
the amount of steel contained in the machinery,' ;It 
depends upon whether it is possible ‘to make l^at parM- , 
cular class of steel in this country. Take the case' of^,r 
steel plates ; it not manufactured in India. I fiunk,.;^x< 
it would be unfair to impose higher duty on fiie 
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plates simply because a duty has been put on steel 
generally. 

22586. Q. In the case of any machinery which it 
may be possible to manufacture in this country, you 
would have to put a higher duty? 

A. If you are anxious to encourage the manufacture 
of that particular machin^y, it may be necessary to 
put a higher duty than on steel generally. 

22587. Q, Putting a duty on steel will practically 
necessitate the 'putting of a duty on any machinery 
that is manufactured in this country? 

id. I do not think so. 

22588. Q. Because it will increase the cost of the 
steel which is the raw ■ material for the machinery. 
Speaking broadly, if you put a protective duty on raw 
materials it will surely increase the cost. 

A, Yes, you must increase the cost. If you impose 
a protective duty on anything, you must increase the 
prices in all directions in which the material is used. 

22589. Q. I am just following the result of putting a 
protective duty on a basic industry like steel and I say 
that its eiffect will be felt right through the dependent 
industries. 

-d. I do not think that the e:ffect will be felt to a 
greater extent than the steel contained in the material 
you think of. That is to say, if part of the machine is 
of wood and part of steel, the cost of the machine would 
be increased by the amount of duty reckoned on the 
quantity of steel contained in it, but not the price of 
the machinery as a whole. 

22590. Q. Quite so. In so far as the cost of steel 
affects the industry, it would give primd facie a good 
claim to protection. 

A. Yes. 

22591. Q. I understand that was in your mind when 
you suggested a bounty as an alternative form of assist- 
ance. 

A, That is one of the main reasons. . 

22592. Q. I do not know how -you arrived at the 
figures? 

A, The figures were taken from the Customs Beve- 
nue for 1920-21. 

22593. Q. The rate of bounty? 

A» That was merely a mathematical calculation. I 
take 33 J per cent, as the proposed protection. I 
suggest a duty of 15 per cent. The remainder, that is, 
18‘33 per cent, is the bounty. If you take the price at 
Bs. 150 the bounty mil be about Es. 27*50. That is 
hOw you arrive at the figure. 

22594. Q. The bounty will be Es. 27*50 per ton. 

j 4. Yes, assuming that the price is Es. 150. 

22595. Q. Then the, figure would require modification 
in view of the budget. 

A. Yes. 

22596. Q. Would it meet dumping, that is, selling 
at less than the cost price, if the duty was levied in 
the form of a specific duty or tarifi valuation. 

A, The difiSculty of tariff valuation is that it is so 
frequently inaccurate; it is not what it is represented 
to be* 

22597. Q. If a foreign firm came in with a very low 
offer, a dumping offer, it would pay a higher duty if it 
was specific instead of ad valorem, 

I think probably not. The ad valorem duty woxild 
be higher. Because, I do not know the present ad 
valorem duty, but it is probably considerably high for 
the price of steel that is imported. 

22598. Q. I think it is 10 per cent, ad valorem in the 
hew budget, 

22599. Mr, Mant (conid): Will a tariff valuation 
be better than a pure ad valorem duty? 

A, ^ere seems to be tariff valuation on most of the 
steel and this one at present is pretty high. 

226O0. Q, 1$ it your advantage to have any altera- 
tion? 

A. There is no particular advantage in it. 

22601. Q, There is only one more question I have to 
ask you and that is about the copra business. Can you 
tell me under what sort of conditions copra is produced 
in Malabar? Are there large plantation? 

^ A. I think that they are chiefiy small holdings. It 
passes three to four hands before it comes into the 
market. The grower of the nuts probably sells them, 
tale nuts are husked, the copra is dried and sorted. , 

22602. Q. Bid you miscalculate the supplies Avail- 
able when you put up a factory there? , ^ 


A, I don’t think so. The present situation of the 
copra supply on the West Coast is very curious. It 
is extremely difficult to see what has happened to it. 
The export from India has fallen enorrnously. The 
copra is not apparently coming to the business. It is 
being sold by the growers in the form of nuts. I 
believe that a great deal more is eaten now than pre- 
viously. 

22603. Q, Then you would describe it as an agricul- 
tural product. 

A, Yes. It • requires a great deal of cultivation, 
.manuring and it has to be properly looked after. 

22604. Q, The growers are able to keep up the prices 
because of the import duty. 

A. I don’t think so. 

22605. Q, It seems to me that the import duty really 
acts as a protective duty to the agriculturists. This is 
one of the few instances in India where it is effective 
in regard to agricultural produce. 

A. I doubt that because there does not seem to be 
any market and the demand seems to fall. 

22606. Q, You provide the demand and you cannot 
got the supply. 

A, The material is not coming. Probably they think 
that the price is too low. 

22607. Q. If -you bring in foreign products free of 
duty, you will compete against the local products. ' 

A. To a certain extent. 

22608. Q. That would reduce the profits of the copra 
growers. 

A. Yes. 

22609. Q, That seems to be the main difficulty about 
the proposal you have put forward. 

A, It must affect the price of copra. We hope that 
it w'ould. 

22610. Mr. Jamnadae Dwarhadas: Q. As your ex- 
amination has been exhaustive I want to ask you a few 
questions only. How many steel works are there in 
India? 

A. Only one. 

22611. Q. Yours is the only one. 

A. Yes. 

22612. Q. Other works are only producing iron. 

A. Yes. 

22613. Q. Bo not the Bengal iron works make steel? 

A. No. They have not started making steel yet. 
Whether they propose to make steel or not, I cannot 
tell you. The Bengal Iron Works make only iron. 

22614. Q. Yours is the only company which is pro- 
ducing steel. 

A. Yes. 

22615. Q. Those projected new concerns were 
started during the war time and on account of the 
gloomy conditions, they have dropped the idea. 

A. I cannot tell you. I cannot say whether they 
are going ahead or not. 

• 22616. Q. You refer to that in your note. You say 
“ Other steel companies in India are already projected 
and the internal competition which may be expected 
from them is a sufficient safeguard against any mono- 
poly.” 

A. Yes. . ■ ' 

22617. Q. You don’t know how far they have mate- 
rialised. 

A. I cannot say exactly. 

22618. Sit Manakjee Dadahhoy: Q, The present dis- 
advantageous position of our industry I imderstand is 
partly due to the productive * capacity of the world 
having increased tremendously. 

A. Partly to that and partly owing to the fall in the 
demand. 

22619. Q. General trade depression, ♦ 

A. Yes. 

22620. Q. Owing to that large quantities are diverted 
to India. 

A. Yes. 

22621. Q. Am I to understand that the biggest com- 
petitor of India is Belgium? 

A. No. I do not know which is the largest competi- 
tor at present. 

22622. Q. Wliero does this dumping mostly come 
from? 

A. As I say, about three or four months ago it was 
largely what we suppose German steel ^ming fmm 
B^gium. It is extremely difficult to say; whai 
origin of the steel is, 
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22623. Q- In answer to Mr. Ehocles you said that in 
Europe many new \s'orks had been started and the o!d 
works had tremendously extended. 

A, I believe that a large number of works were 
already started. 

22624. <8. So, it would be difficult to keep all these 
works going. 

A. Yes. 

22625. <8. Of course at present the condition is abnor- 
mal. When normal conditions are restored do you 
think that with the protection you have asked for you 
would be able to stand competition with the foreigners? 

A, I think that it ought to enable us to weather 
through the dangerous period. 

22626. Q, I quite see your point that they compete 
with you and that they undersell you. I cannot 
exactly understand when you say that they sell under 
their cost price. 

A. I cannot say that definitely, but I can say it is 
nearly so. It is practically impossible for them to ofier 
at that price. We know the cost. Most of the steel 
works do not manufacture themselves. They buy in 
the open market and roll them. 

22627. Q, It might be due to the fact that there 
being no demand in Europe, instead of locking up their 
capital they might sell them. 

A, That is evidently more than I can say. 

22628. Q, I gather from yon evidence that the 
protection to the key industry is not merely a matter 
of price hut as you put it it is a question of safety. 

A. I think so. 

22629. <8. Erom that point of view you require this 
protection- 

A, Yes. I don’t think that it is a case of steel 
industry requiring protection but it is a case of country 
requiring steel. 

22630. Q, Your main difficulty in competition is due 
to the high cost of imported labour which is highly 
skilled. 

A, That is one of our main difficulties. 

22631- Q. And you have to pay so heavily for the 
skilled labour in this country. 

A. Imported labour costs much more than native 
labour. 

22632. <8. Of course you say that you want this pro- 
tection for a period of 15 years. 

A. That is the period w;e suggest. 

22633. Q. Can you give me an idea as to why you 
suggest this figure 15. 

A. It is a guess. 

22634. Q, It is a pure guess. 

A. Yes. 

22635. Q, Do you think by that time you would be 
well established? 

A. By that time, ihe industry will be firmly estab- 
lished. 

22636. Q. So far as I understand from your evidence 
all the elements that are needed for the successful 
maintenance of the industry are in existence. 

A. Yes, 

22637. Q, That is your essential point, 

A. Yes. 

22638. Q. You have got all the raw materials in this 
cotlntry. 

A. Everything. 

22639. You have also got a good supply of labour 
but; it pnly the steel supervision labour that has got 
to be imported. 

A. Yes. 

22640. Q. Natural resources being to your advantage, 
you pr^ume that a temporary protection will help 
your industry. 

A. Yes. ^hat is required is that others should be 
encouraged to start. 

22641. Q. You say that foreigners are underselling 
you. Can ;jou give me the real actual difference in 
percentage between their selling price and yours. 

A. Our selling price is their selling price. That is 
the whole points of our argument. We must sell at the 
price kt which steel can be imported'. 

22642. Q, And to Government? 

A. Our production is 1.250th of the world’s produc- 
tion. Our price is fixed not by the cost at which we 
make- steel but by the cost at which the 249 manufac- 
turers make steel. 

22643. Q. Government is giving you orders, 

A. We have special contracts with Government. 


226 H. You have put tlicm on a favmsrablc posh 
tion. 

A. ’Our eontraet^ with Oovenirnenf give them a lower 
pri**e than they wmikl otherwise pay. 

22645. Is the eontra<'i for an pi^riod or 

terminable? 

it. 1 doii‘t know* if I ean give this information to the 
Committee. There k a certain eontraei for a eeriain 
niimher of years. 

22646. §. My next question will solve this. There 
are two w’ays of giving your industry ludp. One way 
is by putting a protet*tive duty on .the imp<*rt« or 
giving you a bounty or bonus. Another way of giving 
you help is to give you a slightly increased price on 
the requirements of Government. * Would you then he 
in as good a position as with the higher import^ duty? 

A. Thai means a bounty. 

226^47. §. In other shape, not on the proiluction. As 
we understand from the economic point of view, sub- 
sidy or bounty is given on the production. We are 
giving you on the sales to Government, T want to 
learn from you whether this is a practicable scheme in 
any way. 

A. Of course the Members of the Government should 
be prepared to purchase. 

22648, Q, That would depend on the total percentage 
of sales to Government and the pressure brought to 
bear upon them. 

A. I have given you the total amount winch* the 
industry requires. Government may require one-third 
of our output. If Government are prepared to pay us 
that, it would produce exactly the same effect. 

22649. Can you tell me what proportion of your 
output is sold to Government. 

A. Our present output? 

22650. Q. Yes. 

A. The contract is for a minimum and maximum 
quantity. 

22651. g. Give me the minimum quantity. What 
ratio does it bear to the total output? That would he 
sufficient for my purpose. 

A, We supplied 22,000 tons of rails last month and 6 
' or 7 thousands tons of other materials. 

22652. g. Is this one-third? 

A. That was not one-third. There might be some- 
thing more. Private railways which are really owned 
by Government 15,000 tons. They could cal! on us 
for much more if they wanted to. 

22653. g. Yours is a joint stock company. You 
would have no objection to tell me what is the total 
amount of super-tax and income-tax that you pay. 

A. I have not got the exact figures here. I can send 
you if you want the information for the last five years. 

22654. g.^ I understand that your position about the 
(copra) business is that you want altogether a remis- 
sion of the import duty. 

, A, If there are any difficulties X would like to put 
it as. X say on the groxmd that we cannot gel this 
material in the country, 

22655. g. You export it again. 

A. Yes. 

22656. Q. You get your copra from Travancore and 
other Native States.. 

A. Yes. 

22657. <8. Do these Native States put any duty on 
ihe exports? 

A. They charge an export duty. 

22658. g. How much is it? 

A. The export duty on exports from Travancr.»re 
would be I think about Bs. 20 a ton. 

22659. g. That duty; I suppose, is more injurious to 
jom interest than this small import duty. 

A. That duty does affect us considerably. 

22660. g. Are there any mills In Travancore? 

A. Yes, there arc nulls. ^ 

22661. g. I suppose this duty is put to protect the 
Travancore mills. 

A. It is preferential. Its object is to protect the 
miller in Travancore. 

22662. Q. If that is so, you can also ask for pro- 
tection to your industry against foreign imports, . V; 

A. But, we are, not asking for protection in the case 
of the oil mills. 

22663. g. If you ask this import duty on copra to be ' 
remitted, it is nothing less than protection. Protection r* 
IS a very, vague term. It could be defined in any wa^*,, 5 
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How much duty you pay there altogether, or on what quantity of oil and cake exported, 
percentage of copra you have to pay duty? A. The percentage of oil crushed from one ton of 

A, I should think about one-third. copra is *6B and the percentage of cake is ‘32, 

22664. 8ir Montagu Wehb . — ^In connexion with the 22665. Q. Kebate is to be allowed only if the oil and 
oil mills you ask for the removal of the import duty on the cake go out of India. 
copra or as an alternative you want a rebate on the ^4. Yes. 

Supplement to Bombay evidence No. 139. 

Evidence of J. C. K. PETERSON, Esqi.,JD.I.E., of Messrs. The Tata Iron and'Steel Company, Limited, Bombay. 


22666. During my examination by the Fiscal Com- 
mission Sir Maneckji Dadabhoy asked me if the Steel 
Company could let him know the total amount paid by 
them in Income Tax and Super Tax for the past 5 
years. I have much pleasure in forwarding him the 
information. 

22667. The. total income tax paid for the five years 
from 1917 to 1921 was Rs. 19,27,022 or an yearly 
average of Rs. 3,85,404. The total Super Tax paid 
for the 4 years from 1918 to 1921 was Rs. 14,43,626 
or an average of Rs. 3,60,906 per year. The state- 
ment attached shows the direct and indirect contri- 
butions by the Steel Company to the Government 
revenue during the year ending 31st March 1921. 
This does not, of course, take account of the indirect 
contributions which we and our employees have to 
pay oh imported articles which we buy in India. Nor 
does it take into account the contribution which the 
Local Government proposes to levy from us by im- 
posing a tax of Rs. 0-4-0 per ton on coal. This alone, 
if carried, would amount to Rs. 1,80,000 per annum 
on our present consumption, which will be consider- 
ably increased when our extensions are completed. 
There is also a further proposal to levy additional 
royalties on iron ore. Our present annual consump- 
tion is about 4,00,000 tons; even if the royalty is 
increased by 2 annas per ton it would increase our 
annual expenditure by Rs. 50,000. 

22668. During the same examination Mr. Rhodes, 
I think, stated that the Fiscal Commission would 
appreciate any evidence that the Steel Company could 
place before it showing that steel was being sold in 
India below the cost price of manufacture plus 


freight, transport, customs duty, etc. In this con- 
nection, I would draw the attention of the Commis- 
sion to the following facts : — 

(1) At a meeting of the Makers of Plates and Sec- 
tions held in London on the 2nd February it was 
determined to quote common minimum prices at all 
consumers’ stations or sidings in Great Britain of 
£10-10-0 per ton net for plates and £10 per ton net 
for vSections. It was stated at the meeting that these 
prices were below productive costs. The report of 
this meeting appears in the “ Financier ” of the 3rd 
February 1922. 

(2) In the “ Iron Monger ” of the 4th February 
1922, page 114, it will be seen that the quotations for 
finished steel are in almost every case much lower for 
shipment than for local trade — the difference being as 
much as between £10 and £8-7-6 for bars and rails, 
and £10-10-0 and £8-10-0 for plates. 

Direct and indirect contribution by the Steel Com- 
pany to the Government revenues during the year 
ending 31st March 1921, ^ 

Rs. 

Railway freight paid for in-coming mate- 
rials 23,97,747 

Railway freight paid for out-going mate- 
rials 7,25,696 

Income tax and Super tax . . . 10,84,164 

Income tax paid from the salaries of em- 
ployees 1,14,740 

Expenses of stamps and telegrams . . 36,383 

Customs duties paid by the company . . 7,16,021 

Totaii . 50,74,751 


Supplement to Witness No. 139. 

23669. 

Clopy of a letter from L C* E* Peterson, Esq., of the Tata Iron and Steel Company, limited, Bombay, No» 

—22, dated the , 10th April 1022. 


So far as I remember, in my evidence before the Fiscal 
Commission 1 promised to send further proof showing 
the cost of production of steel in England. I enclose 
herewith t^o statements {<|| comparing costs based on 
English fiiarket prices with our" boats, and (6) comparing 
cost of rails roll^ from billets purchased in the English 
market with the export price quoted. 

, Rail manufacturers who are producing their rails 
from billets purchased from other works, as many of 
them do in England, cannot possibly, at the present 
price of billets, make rails at the prices quoted for export 
to this country at present. 


4th April 1922. 

Statement comparing costs based on English Marhd JPrices 


with ovr c6sfs» 


English Market Price at la. SJ'd. 


Ourcosts. 
. Average 



1921-22. 


Rs. 

Rs. 

Basic Pig. £4-10 r= * . * 

69*5 

42*59 

Scfrap £3-2 . 

48 

20 

* Material required for l4on steel ingots. 


f-ton pig at Rs.' 69*5 =» 

52*1 

31*94 

““i ' „ scrap at Rs. 48 =r 

. 12 

6 

Total 

64*1 

36‘’'4 

Our conversion cost.-— Pig to Ingots 

53*60 , 

63*60 


117*7 

90*54 


BLOOMS— 


Cost of Ingots 

. 117*7 

90*54 

Our cost of conversion 

, 21*53 

21*53 


139*23 

112-07 

RAILS— 

Cost of Blooms 

, 139-23 

112-07 

Our coat of conversion 

. 48*90 

48-90 


188*13 

160’97 


. 4th April 1922. 

Statement comparing cost of Bails rolled from. Billets {Blooms) 
purchased in the English Marht with Export price 
quoted. 

Our cost 

English Market price of Billets (Blooms). of Billets 

, (Blooms). 

Rs. Rf« 

£7 55.=nL94 112*07 
Our cost of conversion to Rails . 48*90 48*90 


RAIL COST 


160*84 160*97 


= £10-85. as against the price quoted , for expoi;t/?>t. 
£7-175. 6d. A conversion cost of 125. 6d-pqf 
billets to rails is' absurd. Yet that is 

■ if j 
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Witness No, 140. 

WtUten statement o! the Secretary. Indian Steel Wire Products, Limited, Jamshedpur, dated the SOth Febnary 


C.— Mamifactures. 

22670* I am interested in the Steel Wire and Metal Skeh 

indastnes. I am the Secretary. Jamahedpur Wnrlcs 
of the Indian Steel Wire Products, Tdmited, a Subsidiury 
Compan 3 r to the ^ata Iron and Steel Works, Jamshedpur.^ 
22671. The advantages of establishing these industries 
are * 

(1) AH raw materials req^uired for the manufacturo 

of Steel Wire, Steel Wire Products and Met.al 
Shelving will, in the near future, be available 
in India. All our Steel reqniretrents will be 
supplied by the Tata Iron and Steel Works 
and other than Steel requirements are produced 
in India. 

(2) Land Power and Water Supply are available cn 

suitable terms. 

(3) Indian Skilled labour will be available- 

(4) Proximity to the Consumers' market. 

22672. Steel Wire industry is of substantial importance 
to the economic prosperity of India ^ 

From the hat to the shoes, in Household articles, 
Building trade, Bail roads, factories, collieries and farm 
fencing, .for cotton, jute, hay bales aiid tea chest ties, 
telegraph lines, etc., Steel Wire and Wire Produc‘t'< are 
largely used. There are innumerable smaller industries 
which need steel wire and wire x^roducts in their manufac- 
ture such as Chain making, manufacture of Screws and 
Pivots, Hair and Safety Pins, Buckles, Hooks and e^res, 
re-inforcements in tin and enamelled wares, music wire, 
wire clips filing and waste baskets, door mats, bed and 
f arnifcure springs, etc. 

When steel wire and wire products become available in 
India, of the gauge and specification as required many ne\!7 
small industries are likely to he started in which the dex- 
terity .and a laptibility of' the Indian skilled artisans will 
play an impoitant part. 

When Wire fencing such as is used in America and 
called Field Fence is put up, farms, gardens, orchards and 
valuable crops will be better protected and a larger yield 
will be available to the owners. 

Eefnforced Concrete Construction which is coming more 
and more into practice needs steel uire for reinforcements. 
With lime, cement, stone ballast reinforced with steel wire 
this industry will find all its raw materials in India. 

Economic uses of the now universally required Wire 
nails are apparent. Give a boy a few pieces of packing 
hoards and a packet of nails with a hammer and he will 
start his 

One hundred years ago the consumption of Wire per 
Capita per annum in the most highly civilized countries was 
“3” Ounces. In the United States of America, now, the 
consumption of Wire per Capita per annum is fiOlbs. 
According to the informa.tion available, in India the con- 
sumption of Wire per Capita per annum is about 
Ounces at present, being less than that of the civilized 
countries XOO J^ars ago ! 

^ For national security barbed wire, wire ropes, chains, 
rivets, screws and wire nails will do their hit. 

, loathe case of Metal Shelving it will protect the records 
from^ white ants so common in India and from fire, etc. 
■ It will occupy less space. ^ Timber which has been used 
so long for Record Stands will be cocserved for other uses. 
We do not propose simply to assemble parts manufactured 
abroad but make the whole Metal Shelving in India from 
, Sheets; and Angle iron bars made in India. 

; ' will be the fiist factory of its kind in India 

Wire of various gauges both plain and 
' galvanri^u also “ stranded and manufacturing various steel 
each- as wire nails, barbed fence wire, 
field Mi^ kes, poultry netting, etc. We are not 

awaru-of ihe exasWace.'of any other factory in India 'for 
drawing steel wire and fot^nianufacturing various steel 
wire, products., . » 

In ^future we ^expect to roll our own wire rods for 
drawing mto wire, when, the steel wire products which 
we will be able to manufacture will be more varied as 
chains, screws, wire ropes and cables, woven tdre 
cloth, etc. " . 


AH our machines and equipment are imported consisting 
of the latest modern type wire manufacturing machineries. 
Most of the»n^uve arrivetl in India and are being erected. 
We find most if not all the machines can be made in 
India later. 

Sendees of one of t!ie best Wire Specialists available 
in the United States and who has had a life-long experi- 
ence iu wire maunfaetuie are engaged with experienced 
Assistants as heads of departments. The actual work 
will he done by Indian artisans under their directions. 

In course of time suitable Indian Staff will be trained 
to take the places now given to foreigners. 

Capital of the Company is all Indian and has a Hoard 
of Direct ors and a firm of Managing Agents, all Indian. 

We are afraid we cannot cal! oar Stetd Wire factory 
an ‘‘infant '* indu.stry as it is yet to btf born. We expect 
it to come into existence jn a few months more and before 
it raises its first ciy we beg to axipiuiach you t o afford us 
facility to give it sucii nourishment as it will need, at 
least, during its ‘‘infant’* stages and till it is able to 
“ stand ” and “ walk ” on its own legs. 

In foreign countries for nearly 600 years wire industry 
has been developed mostly cn the Commercial Side^ 
Thiei ‘0 seems to be almost comxfiete lack of invention on 
the mechanical side. The same mechanical devices, as a 
Die, power-driven tongs and Power*drivea block to 
supply the traction and wind tho wire drawn, have all 
along been used with little change. Dependent so much 
on experienced and skilful manipulation and affeoted^so 
largely by commercial lequlrements we believe this 
industry is very suitable to India and is likely to grow 
in India. 

To compare with other countries, I bog to refer to ih© 
United States of America first, the largest Wire and Wire 
Products manufacturing country in the world, at present* 

Until 188D the United Kingdom was pre-eminerit in 
the supply of the World’s requirements of Wire. During 
the early eighties Germany entered into competition 
and ten years later the United States came in-rpracticallv 
to “Stay.” ^ ^ 

Steel Wire is drawn from mild steel wire rods. The 
present output of Wire B-ids in the United States is 
about 30,00,000 Tons or about 10 per cent, of the total 
Steel output of that countiy. The following is the 
approximate tonnage of the Wire Products manufactured 
from these Wire Rods : — 

^ Tons. 

1. Wire Kails ... ... 5,0O,OOG 

2. „ Fence ... ... 4,00,000 

^ 3. Barbed Wire ... ... 3,00,(X)0 

4. Wire (Manufactured) ... 2,76,000 

5. Wire Ropes ... ... 1,25,000 

6. Bale Ties ... 75,000 

7. Screws and Rivets 65,000 

Packing Wire ... 50,000 

9. Bed and furniture springs B0,tX)0 

3 0. Con Crete Reinforcements . . . 30,000 

11. Poultry Ketting 30, OW 

12. Chains 26,000 

13. Electric Wire ... 6,000 , > 

14. Exported ... ... 4,60, 0(K) 

of the Wire fencing 93 per cent, is taken by American’ ' 
farmers and about 7 per cent, by the Railroads ; of the 
Wire nails 78 per cent, goes into the Building industqr, 

8 per cent, goes info the Package industiy and 14 per cent, 
goes to the farmers. 

As to the United Kingdom, in 1665 Queen Elizabeth 
invited certain persons to move from Germany and ; 

lish themselves in Wales, for the purpose of introducing \ 

practising the art of Wire Drawing. At that time th^ ’i 
was no wire drawing whatever done in England. The - 
indnstry seeing to have got a sound footing as early . as 
1S92- It will he interesting to read a portion of the {^eti^ 
tion laid before the Parliament asking for prohibitioiiEf, ' 
against importing foreign wire ard wire goods.’ ^ ,, 

• - *J®They are able not only to servo this whole Reafe%4 
of England and Wales with Iron Wyer sulBcient'#o4a|.:^^ 
reasonable prices as forren wyer can bo aeeordei for:^® 
necessary uses thereof but also with an 
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vented into other countries. By the suide drawing© and 
forging of iron into 'Wyer at tinterm aforesaide are now 
mayntayned at least COO persons men, women and childicn 
that otheiwise coulde not tell howe to bee relieved and 
making of knitting needles, paohneedles, nayUs, chaynes, 
hurde caiges, mouse trappes, backles, iron rings and such 
like iron wyer wares the iion wyer cards that usually 
broughte over are for the moste parte made in Eoane in 
Kormandy a leaguer towne in Fraunce and that both the 
skinnes and bourds whereof they are made are caryed oub 
of this Kealme whereby your Majesties’ Bnnemjes be sett 
woorke and grow riche whilst your Majestic’s good Subjects 
become idle and are ready to hegge for lacke of oceapacon, 

the Science of iron wyer drawinge being such and so 

easie as aged persons woomen children of six years olde and 
poore souldiors that are maymed in the warres and have 
loste both thfir legges and one of their arms and so be 
fitt for no other worke may be in a few liours be made able 
to gette an honest and competentt living© thereby”. 

•Prior to 1000 the British Wire trade depended practically 
entirely upon Idritish Steel for its raw materials but in the 
years immediately before the war there was an importation 
of 1,00,000 Tons of wire rods per annum while the importa- 
tion of billets, a considerable portion of which was used by 
British rod rollers amounted to nearly half a million tons. 


The associated firms produce approximately 2,S00 tons of 
wire rods a week of which 1,600 tons are high carbon rods 
for Wire Popes for Collieries, ships, hawsers and cable wire, 
CeHain of the Associated firms roll rods from steel billets 
supplied by their customers other manufacture or purchase 
their steel billets. 

Hails * — Until the end of the 18th century all nails were 
wrought and the hand made nail trade still exists in some 
districts. The cut nail traJe developed in 18 U, the make 
increasing to a maximum of 35,000 tons per annum at the 
’ end of the last century. Since li^03 the output has de- 
creased on account of the competition from Wire nails and 
amounted in 1003 to only 24,000 tons- per annum. 

The Wire nail trade developed in Germany, Belgium, 
Austria and America. But very little was done in the 
United Kingdom and the imported wire nails swamped 
the market- The manufacture of Wire and Wire nails is 
hampered in the United Kingdom ‘by the lules of the 
Workmen’s Society of Wire drawers that no man should 
take charge of more than two wire drawing blocks whereas 
in Germany atid America no limit is placed upon the 
number of blocks an individual may attend. 

In America large manufacturing units with economical 
production have enabled American manufacturers to drive 
British firms out of Export market for standard products 
such as barbed wire while in Germany a pooling arrange- 
ment allows a payment of a bounty of 10s. to 20s. a ton 
on exported wire. 

England’s island position with her close commercial ties 
with the continent naturally favours the policy of Free 
trade. She imports semi-finished steel bars, skelps and 
angles, etc., and re -rolls them for export in one form or 
ano^ther. In 1913 she imported 1,000,000 tons of semi- 
finished steel for re-rolling. Having to buy the cheapest, • 
' protective tarifE will go against her interests. 

22674, This industry will depend for the sale of its output 
on the Indian market first of all. Any excess over India’s 
purchase will be sold in Mesopotamia, East Africa, 
Australia and other adjacent countries. 


22675. We do not expect much of a competition from the 
United Kingdom although they re-export some wire and 
wiry products. The greatest competition will be from 
Germany and United States d America. It will practically 
affect all the classes of goods we intend to inanuficture. 
It' will be keenest in Wire Nails. As to England, regard- 
ing Wire Nails, the writer made personal inquiries while 
on two visits to Europe and America and gathered i hat 
England was notmanufaeturwfc; Wire Nails on commercial 
basis. 

22676* This industry nee ‘'s protection. W e consider 20 to 
-25 per cent.*«c? v(dorem import duty should be charged on 
‘all imported wire and wire products and manufactured metal 
shelving in parts or complete, from all foreign ootmtrics. 
We think Imperial preference will not affect us to any 
,^at extent, as indicated in answer to question No. 4S. 

1 Wire rods from Which we have to make wire were priced 
us below in 1921 in U. S. A ^: — 


January 1921 
February „ 

March ,» 

April „ 

May „ 


57’00 per ton. 
57-00 „ „ 
o2*00 „ „ 
50-00 „ 
48-00 „ „ 


June 1921 

*# t 

... 47'6o per ion 


• 1 r 

... 47-00 „ „ 

August „ 

• • • 

... 4-3-0I) ., „ 

September „ 


... 40 00 „ 

October „ 


... 4000 „ „ 

November „ 


... S8‘i 0 ,, 

December „ 


... 38*00 jf j) 


AvEEAOE KATE 46*00 „ „ 


Wire rods of British make were priced as below in 1921 
in Britain : — 


January, 1021 



£ s* 
22 0 

d, 

0 

February „ 



16 15 

0 

March „ " 


»>* 

16 i5 

0 

April ,, 



15 10 

0 

May 

... 

... 

15 10 

0 

June „ 


••f 

16 10 

0 

99 



15 10 

0 

August „ 


... 

16 5 

0 

September „ 

... 

... 

12 10 

0 

October „ 



12 0 

0 

November „ 



10 10 

0 

December „ 

... 

... 

10 10 

0 


Average 

BATE 

14 18 

9 


» » 
9> iJ 
» 19 

99 t> 
J> >» 
#9 9 ? 

f It Sf 
99 99 

99 99 

99 99 

>9 99 


To these prices we have to add Ocean freight, clearing 
and Port Charges and Customs duty, etc. The cost of 
Wire Rods will roughly amount to Rs« 268 for America 
per ton and Ks. 273 for British per ton. Finished products 
as wire nails are sold in the markets at Rs. 320 to Rs. 360 
per ton. The margin between the price of raw materials 
and finished products is not enough to cover the total 
manufacturing cost and to leave profit. In the wire 
industry in U, S. America the percentage of profit is small 
hut the total output is large. In India the following 
tonnage of wire and wire products was imported daring the 
three years as mentioned below ; — 




1918-19 

1919-2 ) 

1920-21 



tons. 

tons. 

tons 

Wire 


7,426 

6,395 

5,532 

Wire 

nails 

(not available) 

6,689 

9,445 

Wire 

Rope 

2,578 

3,457 

2,965 


Total 

9,994 

16,541 

18,942 


“ These amounts are too small to work on a small percent- 
age of profit. To make wire and wire products more 
popular and to increase their consumption we shall have to 
lower rates as far as we can.” 

We therefore do need protection. 

22677. If protection is granted we dare say this industry 
will eventually reach a level of development which would 
enable it to face foreign competition in course of years 
without the aid of protection. 

22678. The finished products of this industry are used as 
raw material fi>r sevei‘al other industries. For instance 
wire will be used in He-inforced Concrete Construction, in 
Cement Reinforced Pipes (like “Hume” pipes), in the 
manufacture of Screws and rivetes, etc. 

22679. This industry will use Wire Hods which are manu- 
factured by the steel makers/ sheets which are finished 
products of the steel makers sheet mills, will be used for 
making steel shelving. 

2268<'. If a protective policy is adopted it is possible that 
British and foreign industrial firms will endeavour to estab- 
lish themselves in India in order to get the benefit of the 
protective tariff. Our attitude t( wards such comers will be ' 
Jtriendly. However we beg to^ suggest that any such 
foreign firm should have to certify that not less than 75 
per cent, of the total capital of the Company has been 
subscribed ly Indians before they establish their factories 
in India to take the benefit of the tariff." 

226$1. When an import duty is imposed we do not consi- 
der that ordinarily it is passed on, to the consumer. The pro* 
toction U-to nr ake it difficult to import foreign made gjods# - 
If ’ foreign made goods do not come in to com^te easily * 
with Irdiao made home goods the price of Indian inade 
goods will not rise necessarily but will easily commimd sale 
at pre-protection rates. Larger domnnds on Indian made 
goods' will likely lower prices as -cost of pToducti<m. 
lowered being made iu greater bulk and 
will be quicker. * . . . ^ 
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England to such an extent that the war shonhl have eiidi'd 
mttch earlier than At the time the cry was for 

munitions and if India had been industrially tit at that 
time the history of the war would have been written 
differently* — 

2274*7. Q. I think it would. 

A> When the war began we could not luanufaehire any 
ships, for instance there was not a single shipbuilding yard 
in India in spite of the fact that the necesMiry raw matenals 
were here such as timber, steel plates, coal ^ and every thing. 
If there had been shii^building yards in Oaleutia and 
Eangoon five years ago we would have given ships lo 
England at a very rapid rate. 

227*18. Q. I believe there are too inany ships now. 

A. Bo with regard to other industries. 

22749. Q. With reference to agriculture have you had 
much experience ? 

A. Kone except what I happened to learn during my 
travels and especially during my visits tc^ villages, when I 
n ixed with the agriculturists. 

22760. Q. Do you think their economic condition has 
improved during the past ten years ? 

A* I think it has grown from bad to worse. 

22751. Q. You don’t find them any better? 

A, No. 

22752. Q. Do you think it advisable to take them away 
from their Ian and make them industrial labourers ? 

A. Not unless driven by absolute necessity, 

22750. Mr* Cot/aiee , — Q. In answer to Question No. 29 
you suggest that a permanent joint committee of the Indian 
Legislatures would w'ell serve the purpose in view. Do you 
think the committee of the Legislatures would he ahle to 
keep in constant touch wdth the multifarious changes in 
all foreign tariff and will always be considering the effect 
of the tm*iffs on Indian goods and so on ? 

A* Absolutely Sir. As the Joint Committee of both the 
Houses of Parliament in England can take care of the 
manifold and various developing interests of India at a 
distance of six thousand miles, I think it stands to reaion 
that the J oint Committee of the Indian Legislatures would 
be able to cope with this work. 

22764> Q. lean only quote the remarks of Professor 
Scheme!, the German advocate of protection who says that 
Parliament is the worst place to prepare tariffs. 

A. Exactly Sir. That is with reference lo Parliament, 
but not to standing committees chosen or elected by legisla- 
tures. 

22765. Mr, Sesha^iri A% 2 /ar Q. Do the Bombay 
milhowners find any difiBculty in getting labour ? 

A% No. Only latterly on account of so many causes 
such as influenza and on account of labour trouble.*? there 
has been some difficulty experienced recently. On the 
whole generally except during the monsoon months there 
has been very little difficulty in securing labour. 

22756. Q. As a matter of fact is not the industrial 
labourer, the man who works in towns in a better position 
than the agricultui-al labourer who gets work only for four 
months in the year ? 

A* Exactly. 

22757. Q, The agricultural labourer has to work for four 
months and the remaining eight months he has to keep 
quiet. Consequently when he sees his own brother ge^• 
ting a better position in the Bombay industrial market he 
wodd certainly be tempted to follow the same line, is it 
not P 

A, That is the phenomenon that we have been all along 
witnessing. - . 

^ ■22758. Q. Toji dodt expect then that if you start more 
ind^trier there would be great difficulty in inducing the 
to come and work in the industries ? 
other hand it will relieve the burden on land ; 
"^ b^denfondaftd at present in Inda is almost unbearable. 

• 22?69. Q. As a matter of fact there are too many' men 
now oh land and you want to wean them, away from their 
lasds and take them to industries ? ' ‘ 

A^ Qdte so. ' * 

0* You are opposed to excise duty, is it not ? 

A* Y%b. ’ 

^761, Q. Because,it had a had, origin, namely it was in- 
tended to pl^te Jf anchester against IndaL Supposing you 
give^ the word * Exme ' and you put some duty upon the 
’ textile industries that would have'the effect of e;ecouraging 
the handloom industry, would;ryou have any objection P 
A. It would be putting old. wines into newl^ttles, ^ It 
would not make any difference. If, however, theare is a 
stringency and revenues are absolutely needed then as a 
temporary arrangement some duties might he imposed, 1 
won’t be m favoui* of excise duties, 


22762. Q* Yi^n wxx y^n wruM likt^ uiv»* biiifdl*»nn in- 
iiim'h cnci a*- pM-sibb*. Kup|M tbciv 

is snllkimit margin L y |tv*4ri»rM ii if the* |¥\vi‘rdf,fin 

iniludry liavf yiui any * !<* kix biing h‘\iid 

which wimhl help ihi* bamlh » m ii}»lu>lry ? 

A. I w«tnld Hi t iKU*»‘ uuy ihjtvtii n, if Ia4h the Jrdcivsis 
tuv agrml about tho HH't'-sjty of it. 

2’i76A. Q* I will |mi yttu a vory dofiuiu* lu KuppfKo 

thiTo is vi*ry tr»‘od piNtivlbai ;*<■; LatiiMshm* or 

any other foivi^n iiiannfaetm’o. In inblitiMi to tbul a 
clnVv is levied which hud the effee? i f oneonrjging the 
hamlloi^n indnsirv. Would yr n have any nbjeeUi n ? 

A* I would not. 

227<»4 Q. You say in aiisw«*r to Qae-tion No. 00, ‘"ceea- 
skmal imposition il duties on tbeex]*! rt vj foi dj^tuffs Lr the 
purposes <if luuintaitdng suflieient steek*. in the ec^untry ami 
of preventing ul.noniKd rb*e in of living would m4 be 
inadvisable.*’ 

J, I understand yoitr point. I have pat it in wry 
guarded language becausi* it is a '-tep affivtinir the w«dl- 
being of the nus>e''. f wmi*i like to )e doumatie i*n 
this point particularly. Wlut I iman is that pavtieularly 
in years of famine so mueh of L tHlstnff** are taken ^ away 
front the country that there is m* Lid at home here \\v the 
children of the soil. In such ea^e< the GiWirntuent td 
India ought lo keep a very watelifnl e\e r n the outtb w t f 
exports so that at any t'nne they find that so much raily 
Khould be exported and nothimjf further, the ib vennnent of 
India must have the power in step in and tax the es|>if*rts. 

22755. Q. Then you would like to have a general ecuitrol 
and not a general expmi dui v ? 

A. Yes. 

22766. 3fi\ Jdmnath^^ Dwttrh{thhy--^Q* Mr. »SehImjrir* 
Ayyar asked you whether you would objei*! to an I'seise duty 
if it had the elTeet of proteetin^ the hamlioini indnstry. 
You are ticqmiintcd with the Idstt ry <f the excise duly* 
Wasn’t the excise duty levied for the ' we!l-km w« purpose 
of giving indirect protection to Laneasldre ? 

A, Yen. 

22767. Q. Against the intercHtsof Imlia ? 

J. That is a historical fact. 

22768. Q. Has it ever been suggested by any one or even 
by the Government of India that tin* excise duty is imposed 
for the purpose of giving proteet ion to hiindlonn weavers 
against millowners ? 

A, 1 have not seen that argmneid w far in my studies ? 

22769. Q, You know that the Imlhut mills and all the 
handlooms are not able to supply ail the requirements of 
India? 

A, Yes, 

2i770. Q, The Indian mills and the handloom are not 
able to produce cloth enough to supply I he reqnirenumis of 
India. 

.4. They supply abo\rt half the requirements. Latterly 
they have increased their oiitput. 

22771. Q. So really speaking, there cannot be a ques- 
tion of competition between the handloom industry and 
the mill industry as such— (No answer.) 

22772. Q. Now by whom is the mill made cloth laiqf ely 
used ? 

A. By the poor classes. 

* 22773. Q. By whom is the imported cloth largely usiid P 

A, They are particularly used by the higher cli?ses, by, 
10 per cent, of the population, * 

' 22774. Q, ff there is an increase in the import duty don’t 
you believe that that burden would have to he borne by the 
better classes ? 

' A* Exactly that is my point, 

'22776- Q* If there is an increase in the excise duty by 
whom will the burden have to he borne ? 

A, So long as the mills prodttce coarser cloth the burden 
will have to be borne by the masses. 

22776, Q. ITnSer these circumstances would you justify 
the revision of the excise duty ? 

A* I do not justify that In my answer to Mr Seshagiri 
Ayyar I said that only as a matter of adjustment between 
the two interests the handloom industry and the mill indus- 
try, if both interests were satisfied and by mutual agree- 
ment if they anive at a settlement then I think some sort 
of duty may be imposed, 

22777, Q. To put you a straight question, yesterday we 
read thitfhe excise duty had been increased from 3^ per 
cent, to 7 per cent. Do you think that it is in the interests 
of the m^ses or Ibhat the Indian opinion will tolerate it ? 

' not. only bad but oppressive 5 because, if I aim 

allowed to mention it, the Indian mills have received' three 
blowsi while the outside milis- receive only one blow, in 
tfe- first place there ia an exc^ -duty, then the tax on - 
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macHiiery has been increased and thirdly the snper-taz has 
been increased. The Indian mills haye thus received three 
blows whereas the outside mills have i*eceived only one 
blow, that is the import duty has increased. This is un- 
justifiable, 

22778. Q. In your opinion the excise duty has the effect 
o£ penalising the only industry which is the mainstay of 
India ? 

A, Yes, that is my view, 

22779. Sir Mtnahjee Dadahhoy. — Q. You generally 
favour the imposition of a duty on all imported articles ? 


A. Yes. 

22780. <8* Don’t you think that there should be any 
imported article in the free list at all ? 

A, ITo. All must bear a minimum rate. I have suggest- 
ed a minimum and a maximum rate, 

22781. Q. You want a graded list ? 

A. Yes. 

22782. Q. You want the revenue duties to be so framed 
as to bring the maximum of return ? 

A, Yes. 


Witness No. 143. 


Ahmedabad Millowners’ Association, Ahmedahad. 
Written Statement dated the 24fch February 1922. 


22783. 1. The Committee of the Association favours the 
policy of protection for India as it is of o^niou that the eco- 
nomic salvation of the counti'y lies in adopting that policy. 

22784. 2, We believe that tariff provides a more suitable 
form of taxation for India than direct taxation. We also 
think that an increase in Customs would he a better form 
than an increase in direct taxation. 

22785. 3. If necessary, we would like to suggest the 
raising of the duties on certain articles of luxuries and 
comforts. , An export duty on such materials which are largely 
produced in India (and which are nob geuemlly used for' 
manufacturing purposes in India) and of which there is a 
constant demand from several foreign countries will, in our 
opinion, provide for the necessary revenue. 

22786 4. The existing* basis of tariff should be so altered 
as to give free scope to the policy of protection. Under the 
present system \s e do not think that the country’s nascent 
industries are sufficiently protected against up-to-date 
method of foreign competition from well-established indus- 
trial concerns. * 

, , 22787. 5. The existing tariff policy has not had the 
desired effect, of fostering Indian industries and we antici- 
pate the same depressing effect on Indian industries if 
the same policy is continued in future. 

"22788. 6. Emphatically no. 

22789. 7. We do not favour the imposition of Excise Duty 
on ihe ground of encouraging and protecting home manufac- 
ture. . . , 

22790. 8. In principle it would, hut in ijractice if the 
margin of profit was great and the incidence of duty was 
insignificant the prices may not he affected but if convei'se 
' were the case, ue., the margin of profits be lower and the 
incidence of duty higher, then certainly the prices would 
increase but all these probable changes mainly depend upon 
the conditions of supply and demand. 

1^2791. 9. Primai'ily for the sake of fostering Indian 
industries and secondly for the purpose of revenue also. 

22792. 10. Wc look forward to India becoming in time an 
independent country in regard to good many of her require- 
ments of manufactured goods, provided due protection is 
afforded. India will have to depend for many many years 
on other countries for scientific implements,^ certain 
electrical apparatuses, aeroplanes, Zapelins, submarines, etc. 

22793. 11. We would favour the imposition of protective 
duties on such imported manufactures as are being made in 
India at the present day or are likely to be made in the near 

^^22^94. 12. We would select such industries for which raw 
•materials and an easy market are possible and which have a 
bright future for expansion. 

22795. 13. Yes. 

The principle of selection would he as under : — 

' (af “l^aii^ties for the supply of raw materials are 
" abundant. 

(b) Those industries for which raw^ products are 
exported at a low rate and which after being 
• converted into finished products are reimported at 
.. a high rate. 

fc) Manufacture of such articles as are imported at 
vei*y cheap rates and which are consumed in large 
quantities in this country— e.y., Matches, fireworks, 
dyes, glue, paper, etc. 

(d) Key-industries, e.g., textile, agricultural, dairy 
machinery and locomotive. 

22796. 14. As a rule protection isdaecessary for industries 
which are likely after a period to he able to face forei^ 
competition. We are not prepared to say that cermn 


industries of a special nature wouli not require to be 
fostered continuously. 

22797. 15. Yes. 

In the case of dumping one way of ascertaining it is the 
comparison ‘of cost price and sale price. If the latter is 
lower than the former as ascertained from reliable data, it 
is some indication of the existence of dumping. 

As regards the measures required to afford necessary 
protection, we would recommend the imposition of prohi- 
bitive tariff to wipe out the evil. 

22708. 16. Our attitude towaids hand-industries and the 
cetton handloom industry is very much sympathetic because 
it supports a large agriculturd population of India and 
supplies further needs of the country. Moreover, certain 
kinds of cloths which are not manufactured by power-looms 
in India are woven in handloom. 

22799. 17. Such a state of affairs we do not think possible 
for several years, as India is a very large country, and in case 
the quasi-monoprdy combination becomes a possibility to 
the detriment of the national interests a reduction of the 
protective duty may be resorted to in order to check them, 
22800. 18. There is every likelihood of foreign industrial 
firms es»ablishing themselves in India, in order to avail them- 
selves rf the advantages of ihe protective tariff, and the result 
of such endeavours would he detrimental to India, inasmuch 
as such profits would he going out of the country and 
would he hampering the employment of Indian capital for 
the advancement of Indian industries. 

22801* 19. We believe in the possibility of such conflicts 
but this being unavoidable they could he adjusted without 
great difficulty as they are being adjusted in other, coun- 
tries. 

22802. 20. The burden of the imposition of an import duty 
is likely to fall on the consumer to a certain extent, but where 
the margin of profit is very high the consumer^ may not 
have to share the burden. The Indian production of the 
same article may find greater facility by such an impori 
duty. In the interests of the country, and the possibility of 
future advantages to the countiy, such duty is justifiable 
even though the consumer has to suffer a little rise in 
prices. 

22803. 21. The rise in prices on account of an import 
duty would he pemanent if the country is not producing 
that particular material. 

22804, 22, Yes, because the ultimate idea is to develop 
Indian industries and to derive permanent good thereby. 

22805. 23. Even if the protected article w’ore a necessary 
of life ^he rise in price is justifiable, in view of the fact that 
India is mostly able to produce the necessaries of life, and 
that permanent advantages of India would be more safe- 
guarded by a^temporary ris« in prices. 

Food and clothing we regard as the chief necessaries of 
life. In foodstuffs India produces more than it consumes. 
For clothing India has abundance of raw materials, which 
may in future make the country self-sufficient. 

^2806. 24. The cost of living in India through increase in 
tariff rates may slightly be increased. The agricultural 
classes will not experience a material increase in the prices. 
As regards the irevease on the classes the matter is insig- 
nificant. We believe that the increase would be covered 
up a rise in industrial wages. 

22807. 25. The policy of protection will affect the foreign 
trade of India to a certain extent but will result in a grSit 
general commercial advantage to the country, 

22808. 26. We favour the suggestion of the use of tairiff 
fer bargaining with other countries, Thfe, 
benefit India as India will he inta poritim4o 
abb’' those countries who treat - 
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22809. 27. On the strength of the above statement we 
would recommend the adoption of general and special tariif, 
the special being applied to countries from whndi India 
receives favourable treatment. 

22810. 28. If the tariif is to be used for bargaining it 
would be necessary to make it more detailed than it is at 
present. 

22811* 29. We would recommend the necessity of a 
permanent organisation for investigating the claims of 
various industries for protection, from time to time, and for 
the periodical readjustment of the -varioas tiriif- rates. 
The staff of this organisation should be selected mostly 
fi*om among Indians who woula be in a position to 
understand the circumstances and conditions of trade and 
industries. 

22812. 30. Tie chief function of export duties shouM 
be the conservation of foodstuffs in the country, in order to 
save it from the pangs of famine. Export duty can be levied 
for raising revenue and protecting na-cent industries. It 
may be also utilised for bargaining with, or retaliating 
upon other countries. 

22813. 31. Export duty on ten, jute, law materials 
exported for medicinal purposes c.y., distillation ctf tinctures, 
sjnrits, ere. shellac, cereals, grain and snclv other materials 
will, be fully justified as it will not injure the trade. 

25814 32. Export duty on ruw material for its retention 
in India would be advisable in such cases where the raw 
material is not a sinplus but a neeessaiy factor- for 
manufacture in India. ^ For instance, Japan may choose 
to take Hwaj from India a krge quantity of cotton in a 
manner which would be detrimental to the interests of the 
Indian .textile workers ; an export duty on cotton under 
such circumstances would be justifiable. 

22815. 33. We are strongly of opinion that an export duty 
on foodstuffs is a necessity in view of the many famines in 
India during the ^ hist 30 years. The effect of sucli a 
measure on the sgiicultural classes will not be -detrimental 
and the quantity of foodstuffs produced in India also will 
not be so large as to materially affect the interests of the 
agricultuivil classes. 

22816. 34. As India does 'not export a considerable 
quantity of ^ its manufactured goods, comparatively with 
other countries, we do not think that an imposition of an 
export duty on a raw umterial in return for an impel 1 duty 
imposed by a foreign country on the manufactured articles 
will he worth contemplating. We do not recommend such 
a retaliatory measure in such cases. 

22817. 35. We do not generally favour the policy of Im- 
perial Preference as we believe it is likely to hinder the 
industrial develoioment of India. We apprehend the danger 
of the exploitation oLIndia*s natural resources under such a 
Bystem, Further, the principle of Imperial Preference 
would be highly unsound from the Indian standpoint. We 
believe such a system would prove a medium of getting 
more advantage from India to the detriment of Indian 
consumers on the part of the f oremners. 

22838. 36. No. 

22819. 37. We anticipate considerable loss to India from 
a system of Imperial Preference. The economic life of the 
country will be surely affected to the disad vantage of the 
oountiy. In view of the competitive position of foreign 
countries in capturing the markets of India we do not 
think there is any likelihood of a retaliation by foreign 
countries against India. 

22820. 38 and 39. As we are not in favour of Imperial 
Reference we do not go into the details of these questions- 
2ii821. 40. This depends .upon the demand and supply of 
the imported article. 

system of Imperial Preference is 
%a d^nish the- value of Indian imports or exports on 
amd may thus affect the balance of trade; Tl^e 
'positron of British impoHs being very sound, %. comparison 
wim other countries, it is needless to advocate the system 
of Imperial Preference. . 

22^3. 43. The Ahmedabad htillowneiV Association re- 
“Jrei^nts chiefly the textile industry and to some extent oil, 
rroni^^, flout ^ud ice factories. 

We consider that the textile industry has the 
natnf£ aa-^^antages of raw materials, requirtd labour and 
‘local m^ket for manufactured products. - 

22825. 45i The textae industry is imperatively essential 
to the national security ^and ec( 2 tiomic prosperity of this 
country and it requires to be so developed in quality and 
number as to supply the vaiying needs of the entire popula- 
tzon of India. , - ^ 

22826. 46. The state of organisation and equipment of 
the textile industry in India as compared with other countri^ 
is not favourable and satisfactory. The industry lacks in 
fine spinning and_the weaving of fine styles of cloth in a 


manner «o as to^ cmnpeto effectively with the finished 
products of fca\%n mills and factories. The dyeing, 
bleaching* finishing and printing <*£ cloth ore in their 
infancy and they stand in need of regular and immediate 
development. 

Further the deatih of efficient and skilled labour, want 
of working capital and expert tednutal advice are hampering 
the progress of this industiy. 

22827. 47* Cloth and yarn are mostly sold in India and 
are also exported to China, Aden, South Africa. East Africa, 
Strait Settlements, Egy]>t, Turkey, 3Iesopotamia»nd Persia. 

22828- 48, In India the greatest competition in all yarn 
about 30* single and double comes from the United Kingdfm 
and to a cei*tain extent from Japan, 

As regards cloth the Indian market is flooded with cloth 
from the United Eingdom. Borne finer Kcrts of cloth and 
drill are coming from the United States of America and 
some coarser kinds, e.y., drills and long elrdlm are also 
coining from Japan. 

In China market considerable eomjxdition is encf untered 
in yarns up to 20* from Japan. The position of Indian 
yarns is likely to be hampered semusly in case Japan 
continues to comfetc successfully. 

As regards cloth Jaiian is again a competitor with India 
in East African markets and the llalaya Peninsula. The 
competition is more serious than that of the United States 
of America which is mostly periodical. This eempetition 
is generally in all elapses of g€»ods in varying degrees. 

2:2829. 49, The United Kingdom have the K]>ecial ad- 
vantage of its inachinery being keally obtainable, its labour 
being very efficient and its climate quite favourable to the 
development of the textile industry. As regards Japan 
cheap labour and State subsidies are the chief faetc^rs of 
advantage. 

In regard to America the high qualily of its indigenous 
raw materials is a special advantage. 

22830. 60. Our textile industry does need profeetioiu 
This should be espcciall;!^ in the manufacture of wool, cotttm 
blankets and cloth printing. In order to protect the future 
stability of the textile industry, we feel the impcriitivo 
necessity of the repeal of the unfair cotton excise duty, 
which has for a considerable time uperuted harshly on the 
Indian textile industiy to the sole advaniage of the 
Lancashire jil ills. W e would further suggest the impesi** 
tion of a protective (import) duty of about 15 per cent, for 
the present, in order to safeguard the futimc interests of 
India against destructive compe'ition from foreign 
countries. 

In the case of woollen manufactures, blankets, hosiery 
and cloth printing they need greater protection in the 
initial stage of development which may later on bo 
gradually reduced, when they become sufficiently strong to 
compete successfully with foreign products. I’ho general 
protective duty of lo per cent will safeguard tiio stability 
of the present textile industry* 

22831. 52. Mostly Japan and periodically United Btatea 
are in the habit of dumping the Indian markets with their 
cloth and yarn. We believe that a protective duty 
suggested above will safeguard the position of the 
Indian textile industry against the dangers of such 
dumping. 

22832. 53. Depressed exchange tends to make the com- 
petition keener to the detriment of the Indian textile 
industry. The present critical position of the market is to 
a certain extent due to the abnormal condiuon of the 
Exchange. 

22833. 64. This phenomenon may be supposed to be 
temporary but for the^ last two years the effect on the 
market is a clear indication of the dangers of abnormal 
exchange. 

228^. 55. The Exchange should be put on a sound basis 
through the well-regulated monetary system in India so 
that the evil may be remedied. 

22835. 56. The circumstances after the enhancement of 
the tariff from 1916 have been clouded by abnormal changes 
in the Exchange and Currency policy to sach an extent 
that it becomes difficult to actually analyze the whole 
position in its true light. 

22836. 58. Yaim is used, by the handloom weavers in 
India to manufacture saris, dhotis, khaddar and several 
other kinds of cloth on a sufficiently large scale. Certain 
Mnd of cloth produced in the mills is also used by dyers in 
nyeing and finishing the same is also used to prepare tents, 
bags, etc. 

22837. 69. Textile mills consume mill-store materials, 
sap,^^arch, soap, belting, healds, reeds, China clay, zinc, 
chloride, magnesium chloride, bleaching powder, caustic 
so^, sulphuric acid to a very large extent as raw materials 

we believe that thefse materials could be manufactured 



1009 


in India provided sufficient protection and Government 
support is forthcoming. 

22838, 60, We Tvould prefer a system under which 
industries would receive varying amounts of protection in 
accordance with tlieir needs. 

22839. 61 to 69. As textile manufacturers we do not 
generally export any special articles''except cloth and yam 
but we are interested in the expoi-t of cotton. 

We would likely to suggest the imposition of a moderate 
export duty on all exports of raw materials and special 
duty on those which are partially or wholly monopolised 
by India in tbe interests of Indian trade and commerce. 

22840. ?0. We are interested in the import of machinery, 
millstores, fine yams all of which are ohiefiy imported from 
the United Kingdom. 

22841. 71. The circumstances and market conditions have 
been afEected with so many complicated factors from the year 
1916 up to dale, that it is difficult to analyze the question 
and to find out the results of the changes in the rates of 
import duty. For over a year the muddle of Exchange 
along with the import duties, have contributed to the high 
cost of machinery and mill-stores. We believe that the 
machinery and other materials used in the textile mills of 
India should not he burdened with heavy import duties 
because the United Kingdom where these materials are 
largely manufactured secure unprecedented advantages in 
the safeguard of their future prospects to the detriment 
of the Indian textile industry. The United Kingdom 
having cheap good machinery and its own doors with the 
factories of bobbins shuttles, healds, reeds, leather goods, 
ring-tiaveller, roller-skins, China clay, and such^ other 
articles of consumption within its own boundaries and 
efficient and skilled labour coupled with a suitable climate 
is decidedly in the position of ^ securing ijermanent com- 
petifive advantages against Indian textile industry which 


lacks in all these facilities. We would strongly recommend 
free imports of certain machinery and articles which are 
necessary for the agricultural and industrial progress of 
the country. 

228i2. 72. Any appreciable incimso in the present tariff 
rates on the imports of above articles would < not necessarily 
diminish the volume of imports because the textile mills 
stand in need of them, but would hamper the progress of 
the textile industry. 

22843. 73 to 77. As we are iHt in favour of Imperial 
Preference we do not see any necessity of going into the 
details of these questions. 

22844. 78. We would recommend the system of cd 
valorem Custom duties in preference to a fixed chai’ge for a 
given weight or measure, as the former seems to he equitable 
and elastic. 

22845, 83. In the interests of the Indian textile industry, 
in which we are chiefly interested, we would like to suggest 
an import duty of 15 per cent, on all cloth imported in 
India from foreign countries. There is in fact no serious 
competition from any other quarter excei>t the United 
Kingdom and Japan. The past history of this industry 
is clouded with serious competitive troubles and the 
abnormal circumstances of the last four or five years 
which have brought the Industry to the position of 
establishing a stable condition is not likely to continue 
further if no adequate protection is forthcoming. Keen 
and destructive competition from foreign countries may at 
any time seriously affect the stability of this industry and 
ini view of this and also in the light of the various facilitat- 
ing circumstances of foreign factories which we have 
enumerated in our answer to Question No. 71, we are 
strongly of opinion that the future of the industry should 
he adequately safeguarded. 


Oral evideuce o! Mr. GoverdhaJidas t Patel, B.A., Honorary Secretary, the Ahmedahad Millowners’ Association 

Bombay, the 3rd March 1922. 


22846. President — Q. You represent the Ahmedahad 
Millowners* Association. 


A. Yes, 

22847. Q. Your Association 5s_ interested in the textfie 
industry and to some extent in oil, iron, flour and ice 
factories. 

A, Yes. 

22848. Q. In answer to Question N o. 20 you say that “ the 
burden of the imposition o£ an import duty i^ lihely to 
fall on the consumer to a certain extent, but where the 
margin of profit is very high the consumer may^ not have 
to share the burden.” Then your Association’s view is that 
the burden which would fall on the consumer will he 
regulated by other factors including the imposition of 
import duties. 

A. Yes. 

22849. Q. You have urged the imposition of export 
duties. 

A. Yea. 

22850. Q. Firstly for the conseiwation of food-stuffs. 

A. Yes. 

22851, Q, Secondly for the protection of nascent 
industries. 

A, Yes. 

22852. Q. Thirdly for bargaining and retaliating upon 
other countries. 

A. Yes. 

22853. Q. Have you considered what effect such a policy 
lyould produce on the agncultural classes who are the 
producers ? 

A. The agricultural classes would ultimately gain more 
as a result of such a Policy. At present they produce 
less bufc when they would be getting more wages after- 
wards and more profits, they would produce^ more and get 
more; I’he conditions would be ultimately improved. 

22854. Q. What do you mean by ‘ ultimately ’ ? 

A. After a few years, 5 or 10 years. 

. 22855. Q. In the meantime the present poverty of the 
le will be accentuated. 

. To a certain extent, 

22856. Q. You recommend an import duty of 15^ on 
imported piecegoods. 

A. Yes. 

22857. Q. You know that the Government of India have 
proposed this figure in the recent .budget ? 

A. They have on the contraiy increased the figure fqr 
local excise duties. 


22858. Q. An iumort!!daty of has been proposed by 
the Government of India now. 

A. Yes. That is the minimum according to our 
opinion provided the excise duty, even the ^3|%, is abolish- 
ed. 

22859. Q. I win deal with the excise duty later. You 
point out in answer to Question So. 49, that the ITijited 
Kingdom have special advantages over the Indian industry. 
The first item you indicate is that they obtain machinery 
locally. 

A. Yes, 

22860. Q. That is to say, at a cheaper rate. 

A. That would work out to nearly 20%. We have to pay 
duty, freight, insurance and the profits of tie importing 
house and to meet other Jocal expenses on this ^ would he 
to the disadvantage of us in comparison with those 
people. . 

22861. Q. The disadvantage being repmsented by interest 
on additional capital and depreciation. 

A. That is a permanent burden. Capital is so shy in 
India. * 

22862. Q, Assuming that you have got the 20% additional 
Capital, it would in fact increase the cost of production by 
reason of the interest on the extra capital depreciation 
to the same exteni 

A. Yes. 

22863. Q. That is a disadvantage you|have pointed out. 

A. Yes. 

22864. Q. In answer to Question No, 71 you refer to the 
high cost of machineiy and mill-stoi'es and then you say. 

The United Kingdom having cheap good machineiy and 
its own doors with the factories of bobbins, shuttles, reeds, , 
leather goods, ring-traveller, roller skins, China clay and 
such other articles of consumption within its own 
boundaries and efficient and skilled labour coupled with a 
suitable climate lis decidedly in the position of securing 
permanent competitive advantages against Indian textile 
industiy which lacks in all these facilities.” Your point of 
view is that in addition to the adveantages which the 
iiidustiy gets in the dii^etion of cheap machineiy, they 
also secure the stores and the articles you mentioned at much 
cheaper rates. 

A. Because they are produced there. 

22S65. Q. And therefore the cost of production in 
is higher than it is in the United Kingdom. ^ ^ ^ T 

a] Yes. ^ \ 
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22866. Q. If a duty is imposed on stores, raacliinery, etc., 
the actual cost of production would be still further increased 
A. Yes. 

22867. Q. As against this increased cost you have 
benefit of freight chai’ges on finished goods from Lancashire 
to India, 

A. What hind of finished goods ? 

22868. Q. Lancashire textile manufactures. 

A, Yes. 

22869, Q. That is substantial. 

A* Yes. 

22870. Q. Can you give us any statement showing the 
difference between the two. W^c want to hnow exactly how 
the thing operates. 

A. I think that it would not be more than 12^ against 
us. 

22871. Q. Therefore if there is an import duty of 15% 
without there being an excise duty, your benefit would only 
be two to three per cent. 

A. There are .other factors. They compete in .our 
market and we lose odr market. When, they come to 
India and when they compete with us in the Indian 
marfeet, our prices naturally fall down because our quality 
is inferior. 

22872. Q. .1 am not dealing with the industiy as a whole. 
Can you tell tis the balance of advantage or disadvantage 
that accrues to the Indian textile industry by virtue of these 
different factors, they get their cheap machinfU'y, they get 
all their stores cheap and they get their skilled labour and 
as against these, they have to pay freight aal other 
charges to bring their goods to India. ' 

A. If you take into consideration all the expenses to us, 
the difference would come nearly to 60% including the 
interest on additional capital. 

22873. Q. I want you to tell me whether you can work 
out or whether y ou have worked out the net difference be- 
tween the advantages and disadvantages which Lancashire 
suffers under. 

A, It would be sometidng like 18%, 

22874. Q. That is to say Laucashire has an advantage 
over the local industry to the extent of 18%. 

A. Yes. 

22875. Q. Theref^*re even if the proposal fo levy an 
import duty of 16% without an excise duty were granted, 
there would still be a disaclv/intage to ^ our industry. 

A, That is why we have proposed 15% as minimum in 
order to equalise factors.’ 

22876. Q. Can you give us a statement showing how you 
an’ive at these figures ? It is a very important industiy 
and there is a considerable conflict of opinion. We will 
all be grateful if we get something definite worked 
out on which we could base some conclusions. 

A, At present we get certain styles from Manchester. 
-The same styles were being sold here suppose at 116 a pair. 
In spite of these ciinurn stances the prices of the foreign 
goods are lowered to such an extent that our prices have 
b^n cut do^wn from B6 to 3t4|, within the last three 
'months. Still, the foreigners are able to get some profit 
while we are getting no profit, 

22877, Q ' If you could work out a statement showing 
the actual advantage or disadvantage which your industry 
secures under the 'two different conditions, it would be of 
great help to ns. 

, A, *I would like to submit that later on. 

.22878. Q. You say in your answer to Question ‘ N“o: 52 
“Mostly Japan and period.cally United States are in the 
habit of dumping the Indian markets with their cloth and 
yarn.” Will you please explain whateyou man by the 
word ' dumping ’ in this reply ? 

When the' cost price is more than the selling price, 
then dupaping comes into existence. 

""22879;' Q. Gan yoh show on what information or data 
you base your opinion that mostly Japan and periodical! v 
the United States are in the habit of dumping the Indian 
markets with their cloth ; that is to say they are sending 
goods to India and selling at below cost. 

‘.A, As regards Japan some two years ago when the 
maa^etshad fallen to a great extent, they covered co\ton 
at ^r&cf cheap rates and they reduced the rates of cut 
pieces below cost price and it affected tbe local market. 
That was a case of dumping* 

22880.- Q. I doit*t quits follow you. 

A, The rate of cotton went very much down. So, on 
one side Japan covered cotton through speculation and 
tln-ough lower prices, while on the other side it began to 
sell cloth at a very cheap rate in competition with Indian 
goods actually losing something on their cloth. 

22881. Q, On the previous puvchase of cotton ? 


A. Yes 

228S2, Q. That is to say, they were replacing cheap 
cotton by selling cheap munufucture^l gocds. 'That is a 
different tvansaction. How could you call that dumping 
]»ecause they can manufacture subsequent goods by the 
purchase of* cheap rf>tton at lower rates and replacing it by 
tlie cheaptu goods and making a profit. ^ ^ ^ 

A, If you calculate their cost pri<*e, it will be generally 
always higher but they luv given Ixiunties and subsidies 
which help them in dumping in the Indian market. 

22S84. Q. You have made that siatemont in your answer 
to Question No. 49 “As ivpirds Japan cheap* labour and 
Slate subsidies are the chief factors of advantage ” Have 
you an V authority to .show to u.s that your statement is 
accurate Ix^eaose we have had representatives of the Japanese 
Textile Industry and they disclaimed receiving any .subsidies 
or State ]»oiinty at all. 

A, I think that they admitted receiving subsidies in the 
latter putt of tl e Statement. 

22885- Q. Tiny did not, as far as I rememl. or, uitheleasl. 

The ' Slid that the textile industry itself was organised but 
that there was no State subsidy or bounty. You male a 
statement that they were given bounties. Can you tell me 
whether you have any authority on wdiich you have b.t.scd 
jmu Opinion ? 

A» When I was in Japan, ! came into contact with 
certain importing Inuises and I got the informasion from 
those firms actually working in Japan at ti«e time. 

22886. Q. What do you mean by import iiig houses ? 

A, Firms impoitSng from India cotton and such other 
materials, 

22887. Q. What year wuis that ? 

A, In 1912. 

22888. Q. Beyond the local knowledge gathered whilst you 
were in Japan, ycuhave nothing definite to sliow^ the correct- 
ness of that statement, 

A. X remember to have read in some books. 

228''9. Q, Can you send us any authoritative Infonimtion 
about that ? 

A, I shall try to submit > statement on that. 

22890. Manahjec 'Dadahhot/ 1 -- Q,. What is the 
strength of the Ahmed'abad MillownelV A'l.ioeLition f 

A. 84 including mills and other facttirics. 

2280L Q. Will you please let me -know how many 
spinning and weaving mills are there. 

A, About 60 spinning and weaving mills. 

22892. Q. Are they mostly spinning or spinning and 
weaving ? 

A, Mostly spinning and weaving. There are 5 Li 7 
spinning mills and 5 to 7 weaving mill.*? and the re.st 
are spinning and weaving both. 

22893. Q. Next to Bombay, Abmedabad represents tbe 
textile industry as st cond. 

A. Yes. Considering the inchlence of population and the 
industry, I think that Abmedabad siands first. 

22894. Q. There are sidnning and weaving millg in othei* 
parts of Guzerat beddes Abmedabad, in Hurat, Broach, 
Yiramgaum and also in Baroda, 

A. Bomo of these mills are our members. 

22895. Q. I have read your statement and heard your 
evidence to-day. I understand that there is no margin of 
jn-ofit in the manufacture of cloth from fine yarn. 

A. Yes. 

22896. Q. It is only on coarser cloth that you make some 
profit. 

A. So far as the present circumstaa ;es are coneei-ned. 

22897. Q. And the position of the mill industry is not so 
piosperoug as it was 12 months ago. 

A. No. 

22898, Q, And you have ap]>rehensit»n.s still of gloomier 
days coming. 

A. Yes. 

^ 22S99. Q. On the whole I understand that your Associa- 
tion does not take such a ho^jeful view of the mill industry 
as people outside. 

A. Because we believe that foreign competition will be 
very keen. 

22900, Q, When normal conditions are restored. 

A. Yes. 

2290L Q. Even now you are feeling the pinch of foreign 
coT^e^ion so far as finer counts are concerned. 

22902. Q» I should like to know from you what effect 
^^^3* 'W'ill have on the spinning industry of 
Abmedabad ? * . 

A. It will affect it, ^ Already the market for yam in 
China and other places is adverse, 

22903. Q. It will be affected still fuither. ^ 
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A, l?he duty is only on clotli and not on yarn. 

22904.^ Q. There is 5 per cent, duty on yarn. 

A. It is on English yarn. 

22905. Q, How would the increased excise duty affect the 
spinning industry as a class ? 

A, The spinning industry of India or qf England ? 

22906. Q. I am sjjeaking of the industry in India. There 
is spinning and weaving, Weavingipays 7^ per cent, excise 
duty. Spinning pays no excise but there is a duty on 
foreign yam. Is it fair to weaving in comparison with 
a kindred industry that the weaving industry should he 
taxed so heavily ? 

A. Most of the yarn spun locally is used in handlooms in 
India and a very inconsiderable quantity is exported. So 
in order to protect the handloom industry there should be 
no kind of duty on yarn- It ought to be free. 

22907. Q. fioes this 5 per cent, duty affect the handloom 
industry ? 

• A. To some extent. 

22908, Q. To what extopt ? 

A, I hose who were using finer counts of yarn would be 
affected. I have a fine weaving mill. It will affect me 
mostly. I have to pay a duty on English yarn which I am 
importing On one side and on the other side I have to pay 
7 1 per qent, ad valorem duty on my finished work. I have 
to pay on the whole 122 - per cent, and the other mills 
which are weaving from local yarn have to pay according 
to a particular kind of schedule. Mostly they manufacture 
grey kind of cloth and therefore there is an important 
schedule for it and on the basis of the schedule they are 
taxed. Now the 7^ per cent, excise duty will be a further 
burden on the weaving sheds which are being maintained 
by importing' yam from England. 

22909. Q. Then you have the additional disadvantage of 
10 per cent, on machineiy. 

A, Yes. Further there is the duty on stores. 

22910. Q. So the cumulative effect of all this would be to 
handicap the* mill industry. 

A, That would go to the extent of 30 per cent, I have 
great apprehensions about the prospect of this industry 
after two years. 

22911. Q. That is, when normal conditions ai e realored 
and England and foreign countries begin to pour their 
output in India, it would be serious. 

A, Yes. 

22912. Q. How many new mills are under construction 
in. Ahmedabad P 

A. About 5. 

22913. Q. Have the machinery of these new mills 
arrived P 

A. Some mills have got and others not. Some of the 
mills are extending and they have yet to get their 
machinery. 

22914. Q* So in your opinion the 15 per cent, protection 
would just contract the effect. 

A, Not to the full extent. 

22915. Q, If the excise duty is abolished and a duty of 
15 per cent, is imposed on foreign goods, it would give you 
enoifgh protection. 

A* Yes, th it is the minimum I have stated. 

22916. Q, You have just come from Ahmedabad. 

A, Only this morning. 

22917. Q. Had you any meeting ? 

A, I have not. discussed with the members because we 
had no meeting during this week and our President is here 
in Bombay. We are going to send a protest after conven- 
ing a meeting. 

22918. Then I uiideivtand that the textile industry so 
far as the Bombay Presidency and even India is conceVned, 
can be called a key industry. 

A, Yes. It is one of the staple industries. 

22919. Q. In one of your answers you say that as regards 
the measure requii*ed to afford necessary protection, we would 
recommend the imposition of preferential tariff.^ Are^ you 
referring in this general statement to the textile industry ? 

A, That is with regard to dumping. 

■' 22920. •'Q. But dumping may be of various things. I am 
asking you whether your Association is in favour of heavy 
tariffs. 

A. Yes, 

22921. Q. The import duty should be put on as high a 
scale as possible* 

A, Only on certain classes and not onfall. 

22922. Q. Heavy taiiff will be prejudicial in any way, 

A* I don’t think so* 

22923, Q. From the consumer’s point of view, your 
association is prepared to accept this heavy 
' sdt* ^ere would be a slight burden on the consumer^ 


22924. Q. Will you kindly develop this a little further P 
A. Suppose an imported article has a profit of 10 per 
cent. The local manufacturer would be content with 9 per 
cent, profit in order to guard his position. ^ 8o, the market 
rate for the commodity would not he raised so much ^ in 
India because the manufacturer himself loses some portion 
of his profit. The rise to the consumer would thus^ not be 
appreciable. It won’t be more than a particular point. 

22925. Q. Your argument is that the manufacturer in the 
case of an increased import duty, will surrender a part of his 
profit and the middleman also a part of his profit. 

A. Yes. 

22926. Q, So, the burden will be apportioned between the 
consumer, middleman and the manufacturer. 

A. Yes. 

22927. Q. It is not coiTect to say that the whole burden is 
passed on to thfe consumer. 

A. No, it is not correct. ^ 

22928. Q. If we t ake the textile industry, you don’t think 
that the entire burden will be passed on to the consumer? ^ 

A. No. It would he only in those cases where ^ it is 
difficult to manufacture those particular commodities in 
India and India has to depend solely on foreign countries. 
In that case, if the inice rises, then the consumer has to pay 
to a greater extent. 

22929. Q. In cases where the foreign manufacturers have 
a monopoly ? 

A, Yfs. 

22930. Q. But in that case the masses are not affected, 
because they consume very little of the imported article P 
A. Yes ; they are very little affected. 

22931. Q. Then I see your Association recommends an 
export duty on cotton. I would like to have your definite 
views in the present circumstances. At the present moment 
India produces, with an average crop, 50 lakhs of bales, of 
which one-third is consumed by the Indian mills j one- 
third is exported to Japan and J is exported to f oreign 
countries. Would you put an export duty on cotton in the 
present state of affairs ? 

A. I would like to put some. 

22932. Q, How much P 
A, A moderate duty. 

22933. Q. Why P 

A. In order to make the inanufaoturers of our cotton pay 
more for their raw material and thus handicap them in 
their competition with. utu Those people who manufacture 
our cotton are selling their goods here. 

22934, Q, You mean Jax>an ? 

A» Japan gets her cotton from us and sends out her 
manufactured goods to compete with and harm our indigen- 
ous manufacture. 

22935. Q. On that ground you favour a moderate duty 
on cotton ? 

A. Yes, 

22936. Q. What would that moderate duty be ? 

A* I think about 3 per cent. 

22937. Q. Will that affect your position ? 

A, I do not think so. 

22938. Q. What good will it do you P 
A, We will get revenues. 

22^39. Q, Only revenue? Won’t it help your industry in 
any way P 
A» Yery little. 

22940. Q. Now, let us take the position of the cultivator. 
Will it not depreciate the val\*e of his crop P 
' It will hurt him if it is a 5 per cent, duty ; hut this 
3 per cent, duty wall not. 

22941. Q, If a five per cent, duty would not hui't him ? 
A. Then, 1 would recommend that, 

22942. Q. Is this the opinion of your Association or your 
individual opinion ? 

A. I have not discussed this question thoroughly with 
them. This is my opinion. 

22943. Q. You also recommend an export duty on food- 
stuffs in view of the many famines in India during the last 
30 years. Your idea is t o keep the foodstuffs in this country. 
Could not that be achieved by total prohibition ? ^ 

A* In famine years there inay be total prohibition. 

22944. Q. Why do you recommend an export duty then ? 
Would you qualify your statement or would you stick to 
your statement ? 

A, I believe Burma rice is exported as a surplus product. 
If there is a surplus then India must have the advantage 
of exporting it* 

22945, Q, Yon are in favour of allowing exports if *1563^0 
is . a surplus ? - \ - 

4* Yes, if there is a surplus, - ' . 
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2394G. Q. Will you export tlia-t surplus with duty or 
without duty P 

A, With duty. In the case of famine there should bo 
total prohibition, and in the case of a surphis, it should be 
allowed to be exported with duty. 

. 22947. Q. Would you qualify your general statement lo 

^hat extent ? 

A, Yes. 

22948. <?. In answer to Question 46 you say : “The 
dyeing, bleaching, linishing and printing of cloth are in their 
infancy and they stand in need of regular and iinniediate 
development.** Do you want any special aid in this line ? 
Besides the 15 per cent, duty you advocate is there a!iy 
other form of protection you advocate ? 

A, At present these kinds of cloth are imported^ froni 
foreign countries, and the textile industry of India is still 
backward in the competition in the best qualities, and 
, therefore, this particular branch of the textile industry 
shcmld he given a better facility than the major ]K)rtion. 

22949. Q. What do you mean by “ better facility **? 

A. On certain bleached stuBs impoited from foreign 
countries there should he a still higher duty, 

22950. Q. I understand the 15 per cent, you advocate is 
only for grey cloth ? 

A, Mostly for grey cloth. 

22951. Q. On coloured cloth you want a heavier duty 
than 15 percent. 

A. Yes. 

22952, Q. Are your mills manufacturing bleached and 
coloured cloth P 

A^ ]iS[ot those finer qualities which are imported. 

2295B. Q. How will the duty help you ? 

A, It will help those mills which are now manufacturing. 
22954. Q. You say if this duty is put on the mills in 
India would go a step further ? 

A, Yes. 

22955. Q. Have you any suggestions to make besides tbe‘ 
increase of duty P ^ 

A, Machinery for this particular extension should be 
'duty free. Calico printing requires a special kind of 
machinery. There is hardly any satisfactory calico printing 
in India, So, if a mill wants to take up calico printing, it 
should get its machinery free of duty and sufficient 
protection should be given to it, 

22956, Q, Have you got labour ? 

A» Labour can be trained, 

22957. Q, 1 understand from your answer that the 
conditions of this country are such that you can train your 
labour for any class of work provided that work is made 
paying in its initial stage ? 

-4. Yes, 

22968. Mr, Mant, — Q, I did not quite follow what you 
said to the Pi*esident about the advantage of 18 per cent, 
which Lancashire enjoyed, 

TAe J^resident , — The total advantage is BO per cent.5 
the balance is 18 per cent. 

22959. Mr, A, ManU — ^What do you mean by the 

advantage ? 

A, Suppose I start two mills, one in England and 
another at Ahmedabad, if for the mill started in England 
I have to pay 5 lakhs on the machinery, the same class of 
machinery Brought to India and put up at Ahmedabad 
would cost me 6 lakhs- So, I have to spend one lakh -more 
on the machinery of the mill in Ahmedabad, Secondly we 
consume a lot of stores in the miU everyday. On the 
average a mill will consume about 3 lakhs woith of stores. 
These stores are manufactured in England and the 
^ncashire* mills get them- at their doors, hut we have to 
import them and we have to pay the freight and the profits 
of the importing houses. 

22960. Q. I want to know what is meant by the term 
^ 18 per cent, advantage.’* 

A. Their cost of production will be 18 per cent, less than 
our®. 

22^1. Q, You have to pay 18 per cent, more on machinery 
SsUd stores t* 

A. There is also the difference between their skilled 
laboor-alad mx unskilled labour* Suppose two pieces of the 
same kind are manufactured, one in a Bombay mill and 
Another in a Manchester milh there will be a difference in 
quality.^ If you go to sell those two pieces in lho market, 
the Indian cloth will sell at a lower puce. 

22962. Q. How do you work out this 18 per cent ‘t 
A, The advantage of 30 per cent less the li per cent, 
dufy, 

22968. Q, Do you mean that you have to invest 18 per 
cent, more capital than they have to invest in Lancashire, 


or do you mvan Hull it costs yon 18 per cent, more to 
produce cloth ? 

A, It is a total of three tbingh, initial erst m machinery 
^his working expenses less the iinia>rt duty. 

22904. Q.'Then, you are iiduing up quite different 
things ? 

A. Yes. 

22965. Q. Could you separate them ? How much of this 
18 per cent, is extra capital and how much is extra working 
exi)enses ? 

A. I think I would put the llgiire for the whole at 30 
per cent Mill stores is an item of daily consumpiion 
wdiile the machinery item is a fixed one. So, I would take 
15 jxM* cent, on machinery and initial Ci^at, and the rest 
15 per cent, as the actual daily running cost and the 
difference between skilled and unskilled lalwuir. 

22900. Q. You say jou have to invest 15 |>er cent, more 
on a mill in Ahmedabad than on a mill in Lancashire? 

A, Yes. . , , 

22907. <2- Aud that your woiking e.x|K*uses are higher by 
15 percent? 

A, Yes. China clay, ydne chloride, magnesium chloride, 
bleaching powder, ca\istxc soda, reeds, and spare purls cd 
machinery, all these things are generally daily consumed 
in a mill. They get these things cheaj[>er in England* 

22968. Q. That is, where in Lancashire they have to 
spend £100, you havoUo spend £115. That is only on these 
particular materials ? That is not on all materials ? 

A. Ho, only on those things which are imported from 
England. 

22969. Q. Can you tell me whether your mills at 
Ahmedabad arc at a disadvantage as compared with the 
mills at Bombay ? 

A, I think w^o are at some disadvantage. 

22970. Q. In what respect ? 

A, There are various factors, — ^tho officioney of labour, 
and the outlay of capital. 

22971, Q. Bombay labour is better than. Ahmedabad 
labour ? 

4. Yes, in efficiency. 

22972. Q. And wbat is the other disadvantage? 

A, Generally the Ahmedabad iHJoplc have to stm*k their 
cottoil for a longer time than the Bombay people. We 
have to buy during two seasons and stock. ^ In Bombay „ 
they need not stock ; they cam buy at convenient intervals, 
because in Bombay the mill agent can buy as many as 
bales as he likes at any time. That is not the case in 
Ahmedabad. 

22978. Q. Why cant you buy so in Ahmedabad ? 

A, There is no cotton grain there. 

22974. Q, You have enumerated labour and market for 
raw materials. Is there any other disadvantage ? 

A, The. Ahmedabad mills manufacture mostly heavy 
sized goods. The schedule ap]>lied to the Boinbay mills, 
if applied to us, would put as at a disadvantage. 

22975. Q, That is a mitter of tariff valuation? 

A. It represents a great deal, 

22976. <2* You can represent that to the authorities. 
That is not an irremovable disadvantage. 

A. Yes. 

22977. Q. So, your disadvantages are inefficiency of 
labour and want of a market for the purchase of cotton. 
Do these disadvantages make a difference in the dividends 
that your mills are paying ? 

A, I think the profits of the Ahmedabad mills are less 
than those of Bombay mills. 

22978. Q, What amount of dividend you pay ? 

A^ If a mill earns 1 lakh in Ahmedabad we distribute 
Es. 75,000 as dividend : in Bombay a mill earning more 
than a lakh may distribute only Rs. 75,000. 

22979. Q. You have been paying just as good dividends, 
but they have been taking more to their reserves ? 

A, They may be keeping it as a reserve fund. 

22980. Q. Have you been paying as good dividends as 
the Bombay mills ? 

A, 8ome of the Ahmedabad mills have paid better than 
Bombay. 

22981. Q. Wbat I really want to understand, or have 
failed to understand so far — is why the Bombay mills as 
represented by the Bombay Mill-Owners* Association — ^that 
is another body that appeared before us— were quite satisfied 
with the present rate of j^roteetion which the cotton industry 
enjoyed— they onljr asked for protection witli re8j>oet to one 
or two minor products, c.y. c(*ttoa hosiery and cotton 
blankets— but the Ahmedabad mill owners ask for double 
the measure of protection. 

A, 1 can prove our case from the figures 1 have given. 
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22982. Q, It is not owing to your being worse off tban 
Bombay, but it is only owing to their shortsightedness ? 

A, I cannot say anything as to that. 

22988. Q. Yon cannot explain why they are satisfied with 
7| per cent, protection and you want 16 per cent. ? 

There might be more foreign element in Bombay 
than in Ahmcdabad, 

229^^4. Q. ** There might be ! You know the consti- 
tution of the Bombay Mill-Owners ’ Association, There is 
no use saying “ There might be.*' Do you know if there is P 
A, There is some .foreign element in Bombay whose 
interests are represented in the Bombay Mill-Owners' 
Association. There is more European element represented 
in the Bombay Association than in our Association. 

22986. Q. Are they in a majority in the Bombay Mill- 
Owners' Association ? 

A, That I do not know. 

22986. Q, You do not know whether the Europeans form 
a majority in the Bombay Mill-Owners* Association ? 

A. No. 

22987. Q. You told us that you know the constitution of 
the Bombay Association ! 

A. I do not know the exact number. 

22988. Q. Let us get it plainly. You do not know 
whether there is a majority of Europeans or not? 

A, 1 do not know. 

22989. Q. Well, then, I won't ask any further question. 

A, Even if they are in a minority they will wield some 
influence. May I know if the Bombay Association sent 
in two statements or if they sent two kinds of witnesses ? 

The President : — Q. They sent in only one statement 
and one kind of witnesses. There was difference of opinion 
only on one or two points. There was difference of opinion 
on Imperial Preference. 

Jkr. Mant : — ^But they were agreed on this particular 
question, the degree of protection. 

22990. Q. You won’t say that the Bombay Mill-Owners’ 
Association did not ask for further protection because they 
have a majority of Europeans. 

A» There may be a minority of Europeans, but they 
will carry some influence. 

22991. Q. I asked you whether there was a majority of 
Europeans and you said you did .not know* 

A* I cannot say there* is a majority. 

22992. Q. Supposing there is a majority, as you rather 
suggest, why should European mill-owners advise us against 
their own interest ? Surely it is equally to the advantage of 
the European mill -owners to make profits as it is to the 
Indian mill-owners ! 

A^ They may advise you iu order to patronise their own 
countrymen. 

22993. Q. You say that the European owners of the m^s 
here would make smaller profits in order to patronise 
Lancashire!, 

A, Yes, because the profits of the whole country is a 
greater, entity than the profits of individual men. 

22994. Q. They would make smaller profits in order to 
benefit Lancashire P 

A. I may make (hat statement. 

22996. Q. Can you not make a definite statement ? 

A^ I cannot. 

22996. Q. You are not making a definite statement. 

A^ (No answer). 

22997. Bir Montagu Well : — I think the witness has 
said that the Europeans do exercise an influence. 

J}he President ; — ^Tbe witness has stated that in the 
interests of their country, the Europeans would make less 
profit. 

Bir Montagu Wehh:—A.& a matter of fact I take it 
thfkt there are many European shareholders in Indian ‘matva- 
gea > mills" „and many Indian shareholders in European 
managed mills. 

22998. Mr. Bhodes : — Q. On the question of mill stores, 
are they a veiy large item of running cost , 

A. They are a regular item of consumption. 

22999, Q. A very big item ? Rather an important one P 
A. Yefu 

23000. Q. Will the recent rise in duty act as a protection 
to the starting of a local industry in mill stores ? 

A. There is no store industry at present and there is no 
likelihood of their starting. 

2300L Q. Will the duty help them to start P Are there 
a great many things that can he made locally if you have a 
protective duty of 16 per cent ? 

'A. I think our first object should he rather to carry the 
textile industry to a i^till geater level of development 
than to go in for the manufacture of these small things at 
present. - 


i 

23002. Q, You would not advocate protection for thO 
mi 11 store' industry ? 

-4. No. At present I would have protection for the mill 
industry, and when that is fully developed I would think 
of having protection for minor things. 

23003. Q. You do not think that the mill industry is 
sufficiently established, and we can go in for developing the 
subsidiary industries P 

A. I do not think that the mill industry is sufficiently 
established. 

23004‘. Q. Are there any Northrop looms in Bombay ? 

A. There are some in Ahmedabad. Some have been got 
by Mr. Ambalal. 

280 j6. Q. Why do they take it P 

A. They can work with a less number of labourers. 

23006. Q. I thought your object in asking protection 
was to find labour for all the teeming millions of India. 

A, (No answer.) 

23007. Q. How many men look after a Northrop loom? 

-4. I do not know in this country. I know in England 
one loom is worked by 20* 

23008. Q. You might require twice as many men in this 
country ? 

A, Yes. 

23009. Q. About ]the question of tariff valuation. _ How 
do the tariff valuations at pi*esent in force compare with the 
prices you are getting for your goods ? 

A. You mean the present standard ? 

23010. Q. You have your tariff valuations on which you 
pay excise duty. You realise a certain price. How do the 
two compare? Will you nj«me any cloth that you turn out 
and give me the price you realise for it and the tariff valua- 
tion ror it? 

A, If a piece is sold at Rs. 4 per Ih 

23011. Q, That is a very good quality ? 

A. Yes. 

23012. Q. What would be the tariff valuation ? 

A. Es. 3|. 

23013. Q. 5 Y 0 U don't pay ad mlorem, but on tariff valua- 
tion ? 

A. We pay on tariff valuation, 

23014. Q. If a piece is selling at Re. 1-10 what would 
be the tariff valuation for that ? 

A^ Rs. 3-8-0. 

23016. Q. At present the tariff valuation is higher 
than the actual realisation in sale P 
A. Yes. 

23016. Q, There is only one other question. Ini^ply to 
Sir Manakjee Dadhabhoy you said that the cotton industry 
was a key industry. Whart do you exactly mean by thab ? 

A. Certain industry in a country on which the greatest 
good of the country depends, or which is the greatest 
industry of the country. 

23017. Q. You mean the large industry P You do not 
mean the industry on which an other industry depends ? 

A, Yes, that is closely bound up. 

23018. Q. I mean by key industry an industry which is 
necessary for other industries. 

A. I do not take it in that light. I mean by it just as 
in America certain key industries are supposed to be tho 
best industries in the country. 

23019. Mr. Beshagiri Aygar , — As regards the working 
expenses,! should like to know how you arrive at the 18 per 
cent, difference in the working of the Indian and the Home 
mills ? I do not want to know the details. What I want to 
know is whether the difference is in the cost of setting up 
the mills* 

A. It is working and initial expenses both combined. 
23020. Q. That is to set up the mill ? 

A. Yes and working up the mills. 

23021. Q. Take a mill in Ahmedabad and a mill in 
Lancashire. Do“you m^n to say that to setup the mill and 
put it in working order it wm cost 18 per cent, more in 
Inffian than in England ?. 

A. Not in that way. Take the machinery, if you put 
the machinery in a mill in Manchester and if you put the 
same machinery in Ahmediibad, then the difference in coat 
between the two would cover to a certain extent. That is 
one item. Secondly come the mill stores. These cost more 
in India than in Manchester. 

23022. Q, Would you not set off against these the cheap 
labour that you get here P 

A. Though the labour is cheap it is less skilled. There 
is the disadvantage. 

23023. Q. You do not think the cheapness oi labour 
counterbalances the disadvantages you siL&rP'* - ; 

# A. Nd. Suppose I have two millsj . 

and another in Bombay, L turn 
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botli in jVTancIi ester and in Bombay. The clotli made in 
Manchester ivill bring in better price than the one manU' 
faciured in Bombay because of the skillncas of labour in 
Manchoster. 

23024. Q. So far as yon are concerned there is no com- 
petition in that way, because the English cloth is of liner 
count than the Indian. Therefore there is no compel ilion 
that would form a basis of comparison. 

A, In certain cases there is competition, such as in tlm 
case of drills, shirtings, etc., which arc manufactured both 
in the Bombay mills and in Manchester. There is keen 
competition. 

23025. Q. I have been told that there is Ijardly any com- 
petition between Manchester goods and Bombay goods and 
I would like you to tell me to what extent theie is com- 
petition between Lancashire and Bombay. 

^ A, There is a kind of keen competition in eight or ten 
kinds of cloths. , ^ 

28026. Q. As regards the actual weight of cloth is there 
any competition whatever ? 

A. BTot in the lower counts. 

28027. Q. Higher counts you do not manufacture ? 

A. Some mills in Ahme labad. manufacture 40, 60 and 
70 counts. 

28028. Q. Ordinarily the counts are below 30 ? 

A, 20 and 30 are generally the standards. 

28029. Q. Therefore in the manufacture of cloths of 
ordinary counts there is ^hardly any competition between 
Lancashire and India P 

A. Ho. 

28030. Q. I was rather puzzled to undei-stand your state- 
ment that there is a difference of 18 por cent, between what 
is being incurred in Lancashire and what is being incum-d in 
Ahmedabad. You have e^lained fairly fully the difference 
in cost of the several items that go to make up the 
difference. 

A. Yes. 

23031. Q. As regards foodstuffs, I think you suggested 
in answer to the President or Sir Manakjec Dadhabhoy that 
as a matter of fact we are jiroducing less, that is the pro- 
duction in this country is loss than what is required. 

A. I think it would sufficiently cover our requirements 
if there is no export. 

28032. Q. If there is export you think the will 

have to suffer the consequences of scarcity ? 

A. Yes, if there is no surplus. 

28033. Q. If you’ put a duty on foodstuffs, would that 
not have the effect of lessening, the area under cultivation ? 

A. I do not think so. 


23034. Q. If I jiroduce a ceiiain quantity of food crops 
and if that would sell at a particular rate, I would be temjited 
to go on with that. ^ On the other hand if I am.told that in 
consequence of putting a duty on exports, the value might 
he less, certainly I would take to sdme other money crop, 
won^tlP _ ^ 

A. My statement is, if there is a surplus it should be 
exported, 

23085. Q. Suppose you put a general duty. 

A* I do not wish to put a general duty. I wish to put 
a duty on foodstuff which is suipilus. 

28036. Q. How can yon say in a paiticular year there 
will be famine or not? The countiy is visited by periodical 
famines. 


A* As soon as famine is declared in a particular year 
exports should be prohibited. 

^ . 23037* Q* You say that there should be prohibition of 
exports when there is shortage of foodstuffs. Are you in 
favour of putting am export duty on foodstuffs P 
Ai Yes, provided there is surplus. I am first for proliibi- 
tion of any Jnnd of foodstuffs going out of the country. I 
believe famines generally come, at the end of thtee or four 
years. So if there is some surplus it ought to be r<;served 
in the country. 

23038. Q. Take rice for example. Do you think that we 
should retain it in anticipation of famine ? 

. should be allowed to be exported. 

-j. r* going to put an export duty, would 

at hot affect the cultivator P 

. I only 3 to 5 per cent., not more. It is 

»^^^^‘;aathe;indivi^ cultivator is concerned. 
2d04a Q. It will certainly tell heavily upon the producer 
of gram. ^ 

^ a great burden. 

He will get compensating benefit. 

23041, Q. What compensating benefit? 

A, The market for rice is permanently secured. 

23042. Q. There is a cry from landowners against any 
1-estrictzou being imxjosed or any duty being levied upon 


foodstuffs. Have you considered i hat question ? Have you 
heard any landlorirnientiun that? 

A, I am my’.self a landowner. 

23043. Q. n 1 am not considered inquisitive, may I kncnv 
vrhat kiml of landowner you are ? 

A. I am a paiiadar. 

23041. Q, Wluit kinds of grain do you grow ? 

A. Rice, wheat and all cerejils, 

280.15. Q. I ynii think, if there i< an export duly on 
paddy, yonr ]>o^ition would be better than it is at present? 
A* 1 think it would be better. 

280B). Q. You must then ])e very oplimistie. As regards 
yara, if there is a duty on it, that ’would certainly hit the 
handI(‘om industry, wont itP 
A. Yes. 

23047. Q. Do you know^ the extent of the finer counts 
of ymrn that the imndloom* industry gets? 

A. 1 can say that about 40 |)er cent, uf the imported yarn 
are being used by the handloom iodusiry. 

23048. Q. 1 think it »s 95 pr cent. * 4*76 ma-es of yarn 
were imjjorted in this country and according t« one gentle- 
man wdio knows something of this matter, nearly 4‘25 crores 
are being utilised by Hie handloum industry and very little 
is being utilised by the pow'er industry, i)o you know the 
pi esent state of the handloom industry ? 

A. It is in a very bad condition. 

^ 23049. Q. When you advocate tho duty, you suggest that 
the handloom weavers should bo furtl er bit ? 

A. 1 do not wish that, I ivish that the duty on yarn 
should be wholly abolished. 

28050. Mr. 'Co^ajee . — You obfcorved in answer to Sir 
Manakjee Dadhabhoy that for some montlis pa^t Lancashire 
has been underselling Bombety considerably. What is tho 
cause of that 

A. There are several Causes. It is ou account of their 
surplus stock in the market, and 

23051. Q. Because of the exchange P 

Yes, and secondly the effect of the swadeshi move- 
ment. 

28052. Q. So this underselling is puiely a temporary and 
abnormal phenomenon due to exchange miscalculaiion and 
the swadeshi movement F 
A. Yes. 

,^053. Q. The other day we lia 1 a great Bombay cuttou 
fX})ert before us and he exjM'osscd the view i luii if the excj«e 
duty and the import duty were increased iHtrl Ah^i h 
equally, the local cotton industry need col be hit What is 
your view ? 

A. I hold an opposite view. 

23u5L Q. I will give you his argument and then yon 
piay criticise it. His argument is this, H you inci^easo the 
import duty on Lancashire, yon restrict their impcjrts to a 
certain extent. That increases the demand fur lociilJy made 
cloths, isn’t it ? People buy less of foreign cloths and the 
demand for our cloths increases. There foie the price of ©ur 
cloth increases. The price may rise to mi»re tlmn that*© and 
and a half per cent. Therefoii the excise duty is not felt 
by the consiimex- nor by the producer, lliai is his 
argument. I invite your eviticisui on this, jiuint. 

A. As I told you previously the foreign mills are decid- 
edly in a superior position in comparisun with the local 
mills. So, if they wish to sell at a lower rate they are not 
to saciiiice their profits. But if the Indian mills desire to 
sacrifice their profits they would not be siauding in the 
way of the foreign mills but they thnnsidves w'mild be 
wiped out against tliese competitors, because the foreign 
mills are decidedly in a |>ositioa of advantage. The local 
mills are unable to produce those pariieular kyks of cloth 
that is manufaclared in Lencashire. If this excise duty is 
continued the iwufits of the mills here will bt‘ decidedly less 
than what they are io-day. I apprehend that the profits of 
the coming year will bo less tlian tho present year, tho 
present year’s profits will bo less than the ]»ast year. 
Within two years we wdll be in competition with the fomgn 
annorted goods. 

23055. Q, When that condition arrives, all this theory is 
simply^ an adage. I am not an expert and 1 am only giving 
the views of the expert# 

Witness : Was he an Jndian P 
Mr. Coyajeo : Y'eg, he was an Indian. 

Witness : I am much surprised to hear it. 

2^56. Q. Do you agree that if price of Lancashire 
cloth rises the price of our cloth would roliow suit ? 

A.. Hot necessarily. 

2^1067. Q. Why ? If my competitor is seiiing at a high 
rate, why should 1 also not do so ? 

A^ Because the competition is not in those particular 
styles. It is altogether in different styles. ' ; 
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^3058. Q, All clofclis can be considered io be in a sort oE 
competitive relationsbip to each other. Therefore if the 
price of one competitor rises there is a chance of the prices 
of the other rising up. 

A. li depends on market conditions. It may or may not 
rise. If there is a surplus, the price may not rise . 

23059. Q. In normal conditions ? 

A, It inav rise to a certain extent. 

23060. Q, Now what prevents the introduction of Northrop 
mills in Bombay and Ahmedabad. 

A. I think they have not sufficient time to go in for new 
things, because they are too busy with the present things. 
Secondly, labour is not yet iiained to that extent. 

230f*l. Q. This swadeslii n*ovemev.t, has it bad any 
influence in the trade in the local made cloth ? 

A. Yes. 

28062 Q. Has it hit it or benefited it ? 

A, For the last two months it has been hit. 

230C3. Q Tills political movement has affected the 
demand for local made cloth P 

A. Yes, because merchants are afraid to keep large 
stocks owing to the present political situation. 

23064. Q. Do jour Abciiidabad mills import English 
and Japanese yarn ? 

A, Yes. All the mills generally use foreign yarns. 
Japanese >arns are also used when they are cheaper than 
the English yarns. 

23065. Q. I understand you have been to Japan and 
visited ihe mills there. 

A. Yes. 

28006. Q. How does* the organisation and labour tlicre 
compare with the labour and organisation here ? 

A. The labour there is very cheap and efiicient. 

S3G67r Q* They pay smaller wages than bore f 

A. Yes. 

23068. Q, What do you think of the organisation, I 
mean the employing class and their enterprise ? What do 
you think of the managers and employers ? 

A. I have not got any definite opinion. 

23069. Sir Moniafjtie Well, — Q* I have been rather sur- 
prised to look at this evidence and to hear of the great advan- 
tage which you consider Lancashire mills enjoy o\ er Indian 
mills. I confess I have heard it suggested that the position 
as exactly tlie reverse, that in the case of the erection of a 
mill in tancashire although it is quite true that machinery 
is cheaper, the cost of land and particularly the cost of 
buildings and other ariangements"' are very much higher. 
Then again it is said that the cost of labour is higher there 
lhan here. You say it is more efficient. Then you do not 
mention the handicap wldch presumably tl ey suffer from in 
having to import cotton from all parts of the world and in 
having to shi]) the manufactured products to the remotest 
cornel's of the earth, whereas your market is close at hand,.. 

A. Do you mean to say. that yarn is imported by 
Manchester ? 

23070. Q* ^ mean raw cotton. They have to buy raw 
materials and they have to send the manufactured goods to 
remote provinces for sale, which they feel a gieat handicap 
as compared with the Indian mills who sell in the markets 
close at hand. And then recently . I have heard great 
complaints about exchanges. The exchange is a very 
great handicap. I hear that those handicaps cover up to 
the extent of 30 or 40 per cent, against Lancashire. I 
therefore was surimiscd to hear you^ express as an expert 
cotton miiiowner that you feel the disadvantages tho other 

' A. Yes, Just as 1 have explained, the cost of land and 
the erection, etc., might he much more in England than in 
India. JBut the power of working and the tenacity of 
pursuit will he much more in England than it will be in 
India. That is an advantage, fciecondly, as regards the 
head machinery, if you take Die statement of account for 
the money actually spent in machinery for a mill there and 
if yop take the statement of account for the same machi- 
nery brought into India. 

23071. Q. That is quite true ; I have not questioned that. 
I refer to certain other points. I come to the last point. I 
am now impressed that Lancashire mills are so seriously 
overcapitalised that people think that 75 per cent, are going 
into han!b'uptey and that they cannot compete with India 
at all. That, is a handicap that is so serious as to cause 
a temporary suspension of business. I have some connec- 
tion with the Lancashire mill industry and the period is 
ene of very serious depression. 

A. It is only a period of depression there whereas in 
India it is a period of liquidation. 

23072. Q. Liquidation may take place on the other side. 
We also fear the same thing in a few years. Many witnesses 
'who came before us in Bombay appear to be apprehensive 


of disasters to Indian industries. I think the'* situation 
appears to he pr mising. I hare to do with mill industry 
myself. 

A, Are you running any mills ? 

23073. Yes. 

A. Then experiences differ. 

23074. Q. On tho subject of export duties (reply to 
questions 6 1 to 69) you say you would suggest moderate 
export duties on all raw materials. 

A. Yes. 

23075. Q, You have no apprehension that you are hitting 
the unfortunate agricult uri sis on both ebeeks. 

A. I have already qualifiGcl my statement to a certain 
extent. ‘A moderate export duty on all exports of raw 
materials and special duty on those which are partially or 
wholly monopolised by India/ I have said that. 

23076. Q. But the ‘ moderate duty on all raw materials ’? 
A, Yes. 

23077, q. On both ? 

A. Yes. 

23078. Q. That doty surely in most cases must fall 
on the agriculturists? 

A. I don't believe so. 

23079. Q. Who has got to pay ihe duty ?^ 

A. Some portion will go to the agriculturist, some to the 
middlemen and seme portion to the exporting houses. 

23080. Q. Do you think the middlemen will forego his 
commission and so fotih ? 

A. Of course, he ought to reduce when the market con- 
ditions change. 

23081. Q. I have had considerable experience of middlemen 
and my eicperienco is that the middleman is alw'ays there 
with his commission 'whatever happens to ihe price atv the 
extreme ends of the scale. I do not think the ndddleman 
will share the loss with the manufacturer or producer. 

A. Sometimes middlemen sacrifice their jirofits. 

23082. Q. Your reply to question 53. Will you explain a 
little more fully what you mean hy ‘ depressed exchange 
tends to make the competition keener to the detriment of the 
Indian textile industry? What exchange are you referring to? 

A. The mills have to pay more money than they ought to 
have paid. Siippo.se you have imported your imcbinery say 
in 1920 and ihe machinery is being received hy you at 
the end of two years or so. Y our calculations at the time 
of sending your order would be diffei’ent from the calcula- 
tions at the time you get the machinery. 

23083. Q. You prefer that the sterling exchange should 
not fall, and tliat it should be at 2s. 

A. No, no. 

23084. Q. What exactly do you mean ? 

A. There should bo a fixed limit of exchange say L<?. 4^. 
or l 5 . 4^d,, so that people may be able to base their cal- 
culations on that. 

23085. Q. That is altogether a different point. You say 
‘ depressed exchange tends to make the competition keener % 
I do not understand that at all. How does it make competi- 
tion keener? Do 5 »-ou think that the more the exchange 
goes down the Indian mills will be hit ? 

A^ It should not go ao much down nor should it go so 
much up in order to protect the export and import on both 
sides. 

23086. jQ. When you say that depressed exchange is de- 
trimental do you mean to say that you do not want the 
exchange to fluctuate at all? 

A. It may fluctuate to a small extent, say one penny or so. 
23087^ Q*. It is entirely a new idea that depressed ex- 
change is had for cotton industiy. 

A^ In our district thei’e are more than half a dov.en 
mills constructed. Most of them are going into liquidation 
on account of this foreign exchange. , 

23088. Q. That is very unfortunate, 

Presidmit You say that Lancashire has amongst 
other advantages the advantage of skilled labour, that is .to 
say, you mean more efficient labour. Now the actual wages 
to the Lancashire workmen is considerably higher per unit 
that it is in India, Jsn't it so ? Why *ao you say that 
Lancashire has an advantage in the matter of her labour 
supply. What I want to point out is ^ that the cost of 
labour affects the cost of production to a certain 
extent. 

A. Yes. 

. 230^9. Q. Is it your view tha^i inconsequence of the in- 
efficient, though cheap, labour, the cost of production per 
Unit in India is higher than the cost of production for the 
same unit in Lancashire. 

A. Yes. The cost per unit would he higher in India, 
though the wages are lower because of ihe inefficiency, 
23090. Q; Canyon substantiate that statement hygiyVg 
' any dp»ta ? It is a very important' point... Jou' 
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beeaiise England lias^an advantage of skilled labonr, ske 
prodnees more cheaply than India, that is to say, in the 
matter of actnal cost of production* the labour in Ejigland 
is cheaper than that of India. 

A. Take for examine 20 looms working in a mill at 
ManchesW*. One man is attending to those 20 looms. 
He is paid Bs. 100 a month* Take tor example a miU in 


India working 20 looms. It engages 10 men who get Bs* 30 
each. It amounts to 300 a month. 

23091. Q. Can you send us an authoritative statement 
showingdiowlihecost of iwoduction in England is cheaper than 
the cost of production in India becanse of her cheap tabmir. 

A. Yes. 


Witness No. 143. 


Writteii statement oi Sir AlBBBD CHATTERTON, Industrial Adviser, The Tata Eudustrial Bank, Limited, Bomhay, 

dated the 2nd March 1922. 


23092. It is urgently necessary that in India a modern 
industrial system should be establishedlso that, as far as 
possible, in essential requirements the country should be 
independent of foreign sAurces of supply. I am, therefore, 
in favour of any measures, including protective import 
duties, that will help us to achieve this object. 

23093. The present sources of revenue are inadequate to 
meet the cost of administration and as new forms of direct 
taxation are not likely to yield the amount that is required, 
whilst they are hound to he extremely unpopular, there 
seems to be no alternative but to impose import duties 
primarily for revenue purposes. There is no practical 
limit to the expenditure which the Imperial and Provincial 
Governments might judiciously incur if funds were avail- 
able, The revenue duties should, therefore, be framed to 
bring in the maximum return. 

33094. It would, I think, he advantageous to render the 
Imperial Government as far as possible independent of 
Provincial contributions and this might be effected by a 
scientifically devised revenue tariff. Native States, not 
unnaturally, are claiming to participate in customs revenue 
and it is certain that their financial obligations to the 
Government of India will have to be readjusted as the 
revenue tariff I advocate will mean a large increase in 
indirect taxation which will reduce their resompes and 
render it difficult for them to meet the increase in their 
expenditure necessary to maintain a standard of admini- 
stration comparable with the British Provinces alongside 
them. I consider it is possible to very greatly increase the 
revenue by increasing the import duties ; hut I am not in 
favour of a uniform tariff. With but few exceptions, 
rates should, be fixed so as to obtain the maximum return. 

• 23095. The extent to which a revenue tariff will stimulate 
industrial development is uncertain and depends Ipgely 
upon the rate of exchange. It may, I think, he anticipated 
that a revenue tariff will restrict importations to some 
extent and this will tend to create a balance of trade 
favourable to India and to the establishment therefore _ of 
a high rate of exchange. On the’ other hand, the higrb 
rate of exchange will tend to reduce exports certainly 
in value as expressed in rupees if not in volume. The 
effect of high import duties therefore will to some ex- 
tent he discounted by the rise in the value of the rupee. 
From this I draw the conclusion that import duties for 
revenue purposes may be very largely increased without 
seriously affecting the price of imported goods. The 
initial rise may he considerable ; hut it will gradually dis- 
appear as the rate of exchange increases. The rupee is the 
real unit in which comparative estimates of labour values 
ave made and the greater its es change value, the greater 
we may fake it is the exchange value of Indian lahonr 
rteive to that of uny other country. It is therefore 
desirable that it should have a high rather than a low 
value. 

23096, I am wholly opposed to the levy of Excise duties 
as vetarious and inequitable, except where it is necessary 
to Coi^rebthe trade, tan d to any kind of restriction on the 
esti^&hment of industries in the country with outside 
capital'^ The puhlb interests demand an effective internal 
competition to secure efficiency in industry and prevent the 
growth of iUoiiopolistic tendencies, 

India will mever obtain well balanced industrial 
system till^ attention is directed to, the' Mechanical En- 
gineering industries to a much grater extent than has 
hitherto been the case. I am therefore totally opposed 
to specially farourable tariffs for iron and steel machinery 
and plant. The mills, factories and other industrial under- 
takings that enjoy the benefit of a revenue tariff can weW 


afford to pay import duties on the same scale for their 
machinery and plant. I have considered the speeial ease 
of machinery for agriculture, the use of which, I atlmif, it 
is very desirable to encoiu*age ; but this end is more likely 
to be reached when such machinery is locally made than 
when it is imported. No exception, therefore, is neces- 
sary, 

2309?. It is essential that the engineering industries should 
be developed and to achieve this, they should at least enjoy 
the same measure of protection as the manufacturing in- 
dustries. If more than this is necessary, I should be in 
favour of even higlier duties as it is a vital matter to the, 
safety of the country that it should cease to be dopondontf 
on a base of 5,000 miles away, the line of commnnieations 
with which is so extremely vuInerabJo. Similarly, it is 
necessary to develop our coal fields and our sources of water 
power and I would not admit foreign coal free of duty into 
the country except for hunkering. A cheap local supply 
of fuel is desirable ; but in the long run, fuel and power 
will be cheapest if the local resources are properly and 
efficiently developed. 

33098. The sugar industiy in India is in need of special 
treatment and this is recognised already by the 15 i)er cent, 
duty levied on imported sugar, India ought to be self- 
supporting in the matter of sugar ; hut this can only be 
effected by weaning the ryots from their wasteful methods 
of converting the cane into jaggery. The duties on sugar 
might well be 60 per cent, instead of 15 per cent, and 
there should be a heavy duty on molasses. This would 
help to bring home the advantages of a more perfect 
method of extraction combined with suitable fimncation 
or refinement. Ihe manufacture of Jaggery or gnr enbaitls 
a total loss to India of at least thirty crores a year and 
possibly more. To eliminate this waste and at the same 
time obtain a substantial increment to the revenues mak^ 
au overwhelming case for enhanced sugar duties. 

23099. The Silk industry in India might also be greatly 
expanded by analogous treatment. But no fiscal policy 
will alone achieve this end. It is for the Departments of 
Industries and Agriculture to initiate the ^ improvements 
which are possible. Pi’oteetive duties will only protect 
when they impede imports and their justification can only 
be ensured when suitable measures are taken in India to 
obtaiu the object in view. 

23100. I regflrd export duties as only justifiable when 
applied to materwls, the supply of which from I ndiais a con- 
trolling factor in the world markets or when it is necessary to 
restrict exports. Temporary export dxities on wheat of rice 
are, I think, preferable to partial or complete prohibition, 

23101. With revenue duties imposed to yield a maxi- 
mum return it will be possible to grant Imperial preference 
more by special terms for certain classes of imports than by 
a small genera! reduction in the tariff. It is desirable for 
instance that aluminium should be produced in India ; but 
till the Indian market is larger, it will hardly pay to set, 
up Works. To encourage the use of the metal in India 
^ and" to support the British Empire industry, the metal 
from the British Isles and Canada should be admitted free 
till production is possible in India and then the local indus- 
try should receive such measure of pi*otection as the cir- 
ci^stanfees demand. Similar methods might be pursued 
with dtbbr possible electro-chemical industries. There is 
no qfuestierfi but^ that dye stuffs of British origin should 
receive preferential treatment. Whoever secures the 
Indiair market in dye stuffs will secure the pre-eminence 
in the world in thf»t branch of Industrial Chemistry and 
obviously it should not be allowed to remain in Geftaatly 
without a serious effort to capture the Em^e trade. 
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Dial evidence o£ Sir ALFEED CHATTEBTOK, Industrial Adviser, The Tata Industrial Bank, Limited^ Bombay, dated 

3rd March 1932. 


23102, President,— Q,. You are an Industrial Adviser 
to the Tata Industrial Bank. 

Yes. 

23103. Q. And before you took up ’this appointment you 
were engaged in industrial work in the Mrdras Presidency. 

A, Yes' and in Mysore. I am still mainly engaged in 
Mysore, 

28104 Q. You are of opinion that it is urgently neces- 
sary that in India a modern industrial system should^ be 
established so that, as far as possible, in essential require- 
ments the country should be independent of foreign sources 
of supply, and that you are therefore in favour of any 
measures, including protective import duties that will help 
to achieve this object, 

A, Yes. 

231C5. Q, You say that you would so regulate the tariff 
for revenue purposes as to obtain the maximum return. 

A, Yes. 

23106. Q. Now if the protective policy is applied, there 
may he cases when in consequence of the duties being high 
revenue might be appreciably decreased. 

A, Quite so. 

23107. Q. What would be your attitude in that case? 
Supposing til ere is a case in whicb you wish to develop an 
industry and tor that purpose you impose a high protective 
duty the effect of which might be a reduction in the 
revenue which the Government would secure, what would 
be your attitude in that case? Would you then give revenue 
the primary consideration or protective policy the primary 
consideration? > 

A* When it is desirable to protect an industry so as to 
establish in the country it is obvious that you must saciifice 
the revenue duty. 

23108. Q. You say am wholly opposed to the levy 
of excise duties as vexatious and inequitable, except where 
it is necessary to control the ;trade.” Will you please 
explain what you mean by that exception? 

A, Excise duties on liquor and articles of that kind. 

23809. Q. That is the only exception. 

A* Yes, drugs and so forth. 

23110. Q. You strongly advocate the development of 
mechanical engineering industries. 

A, Yes. 

23111. Q. You think that in the national interests of 
India it is a jital matter to the safety of the .?ountry that 
it should cease to he dependent on a base of G,000 miles 
away the line of communications with wlr’ch is so extremely 
vulnm*able. In view of that fact you would advocate 
at any cost the establishment of industries for national 
defence. 

A^ Undoubtedly. 

23112. Q. And then your written statement about the 
sugar industry is very, very interesting. You point out 
that in the manufacture of jaggery India loses about thirty 
’ crofes of rupees a year and that you would take measures 
for pointing out the advantages of a more perfect method 
of extraction combined with purification or refinement, 
Will you please elaborate that point a little more fully P 

A, At present there is un area of something like three 

million acres under sugarcane in this country and roughly 

1 tbiuk about 95 per cent, of the produce from that area 
is converted into gur or jaggery. This is done all over the 
country by extremely feeble mechanical appliances which 
«iextract not more than 55 to 60 per cent, of the available 
in the c»ne. The result is that of the canes grown 
. i^ndia, one-third at least is burnt in the furnaces which 
; ■ are used to boil down the. juice. The raiyat obtains a 
product which is a mixture of sugar and molasses. What 
' w^e want in India is a modern system of sugar manufacture 
lU which powerful miUs are used to extract from , 90 to 95 
per cent, of the sugar in the cane. When the juice from 
the powerful mills is subjeoted to a treatment , for the 
pujp'o^ of purification a certain percentage of molasses is 
.obtained and the greater the value of that molasses to the 
country, the greater would be the inducement to manufac- 
ture sugar rather than «:ur. It is quite possible that we 
*** can combine the manuf-mture of both gur and sugar in 
the same factory, that is to say, we can extract and use the 
first extraction of juice for the manufacture' of gur and 
^ • that later extractions which wei-e extracted by the long 
turn of mills could be passed through the sugar bouse and 
subjected to the various processes of purification. ^ As a 
bye-product of the mill, there is molasses which in an 
cu-dinary sugar amounts to 30 per cent, of the weight of 
. the sugar proved at the present time. India is impos- 


ing molasses to the value of something like a crore of. 
rupees a year. Last year it was a crore. Well, a very 
hfgh duty on molasses would make this bye-product of 
the mill industry considerably more valuable. Therefore 
I consider that it is desirable that there should be a high 
duty upon it. It is largely used »in the manufacture of 
spirits and I don’t think that anybody would suffer greatly 
if the duty on molasses was greatly augmented. 

23118. Q. Ton are advocating an increase in the duty 
on sugar from 1 5 to 50 per cent. It has been proposed to 
raise it to 25 per cent, already. Don’t you think that the 
consumer would be seriously affected by such a substantial 
increase in the duty ? 

A, Temporarily. 

23114. Q. Have you examined the question as to the 
likings of the poor classes as between jaggeiy and sugar? 
Generally they don't prefer sugar to jaggery r 
A, On the whole "the people of the country prefer 
jaggery but we can manufacture jaggery in a large 
mill. 

23115. Q. Provided you get protection to the extent of 
50 per cent., that is the whole point. 

A. No. The reason why we need protection for the 
sugar industry at the present tiihe is because of the extreme 
difficulty in getting capital to go into the sugar industry 
on account of the scattered holdings of the raiyats. If 
you grow sugar on large estates in India as it is grown in 
other parts of the world, there would be no need for 
protection. We can grow sugar just as cheaply^ and satis- 
factorily as probably anywhere else, given suitable condi- 
tions and given aufificient supply of^ in'igation water* 
TliG.=!e conditions can be available in India. The only difiS-' 
cully in our way is the difficulty of dealing with the 
cultivator. As loiig as the cultivator can make gur, he has 
the alternative of either selling his cane tor a mill or 
•manufacturing it himself direct and as a^ matter of actual 
fact, the prices of gur in India bear little relation to the 
price of sugar. The sugar may be high and gur low, or 
gur may be extraordinarily high and sugar low. One of 
the disadvantages in the manufacture of gur is that gijr 
will not keep for any length of time. The consequence is 
that gur ' is extremely cheap just after the harvesting 
season and rises very rapidly in price- towards the end oi 
the year ' before the new harvest comes on to the market so 
that you have a crop which varies greatly in price through- 
out the year and as a matter of fact the ordinary grower 
of sugarcane does not realise the high prices which prevail 
daring the latter part of the year. The greater bulk of 
the crop is sold at low prices and is done during the hot 
weatl er and monsoon months and the demand for sugar is 
greatest in the latter months of the year just before tbe 
new Indian crop comes on to the market. If we could 
concentrate cane gi’owing and if we could concentrate its 
manufacture in large mills we should have a very much 
more efficient state of things than you have at the present 
time. . 

23116. Q. Don’t you think that the present increase of 
25 per cent, un imported sugar would be of material assist- 
ance to the sugar industry ? 

A. It would he of great assistance to the -sugar mill 
undertakings which are already in existence, son e of which 
are very flourishing and som6 of which are struggling. 
They will undoubtedly he benefited very largely and I 
think that it is an inducement to put fresh capital into the 
sugar industiy. But as we are paying at t^ present 
moment probably Rs. crores a year for imported sugar 
which we might grow in the country, the sooner that we 
set our house in order in regard to the cultivation of sugar, 
the better, and a heavier duty on sugar for a few yeai*s 
would undoubtidly tend to bring about these develop- 
ments. - ' 

23117. Q. How would the high duty effect a change in 
the mentality of the agriculturists or the agricultural condi- 
tions in India ? You say that the difficulty is that the 
agriculturists are scattered and that a small quantity of 
cane is grown in various parts of the country and that the 
agriculturists produce gur more or less as a cottage indus- 
try. How will those conditions be affected by bigb or low 
duty ? 

A. The higlier the duty the higher the price, of sugar 
in the country. ’I’hat is obvious. Taking the country ^as 
a whole there will-be a greater difference between the pride 
of sugar and the price of gar ; and therefore there will , be 
a greater tendency to manufacture sugar rather 
and the mills wbleh are and wiH be established trill bfe able 

Sir 
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to offer the raiyat a liigher prioe for his canetban they can 
withoTit the duty, 

2S118, Q, That is on the assumption that the price of 
gttr will not simultaneously rise with tiie price of sugar. 

A, As I said the price of gur ^actuates througiiout the 
whole season and hears practically no ratio to the pripo 

of sugar, , . , 

2B119. Q. Sometimes the price of gur is higher than 
the price of sugar. 

A. Yes. The prohahility is that a higher duty will 
yield a larger proht both to the raiyat who makes gur 
and to the looill owner who makes sugar, Theie will he an 
inducement to grow more sugar and then there will he 
another point of considerable importance. That is that nl.l 
over the country the sugar cultivation is scattered in small 
patches and one of the reasons for this is the difficulty of 
crushing cane. A raiyat grows a small area of cane not 
because he wishes to confine his cultivation to that small 
area hut because with the capital that he has and with the 
resources that are at his disposal he cannot afford to culti- 
vate more. The number of cattle available very btrgely 
limits the amount of crop that could he grown. I have 
seen myself in Mysore extremely good crops of sugar 
cane. The raiyats have not been able to crush and even- 
tually they have to set them on fire end get rid of them 
simply for want of crushing power. Well, with the duty 
on sugar and molasses capital would flow into this industry 
and it would be possible to set up small mills making gur 
driven by internal combustion engines or gas engines and 
these mills would exti*act a larger percentage of juice and 
they would either be set up by small capitalists w’ho buy 
the cane or they would be set up by possibly local authori- 
ties or by Government and would work for hire. These 
have been tried in Southern India on a considerable scale 
and the initial difficulties connected with this development 
are now well understood and it is quite possible to get 
over them- 

23120. Q. You say ‘‘with revenue duties imposed to 
yield a maximum return it will be possible to grant Imperial 
preference more by special terms for certain classes of im- 
ports than by a small general reduction in the tariff. It is 
desirable for instance that aluminium should be produced 
in India ; but till the Indian market is larger, it will hardly 
pay to set up works. To encourage the use of the metal in 
India and to support the British Empire industry, the 
' metal from the British Isles and Oanad-i should be admitted 
free till production is possible in India and then the local 
industry should receive such measui’e of . protection as the 
circumstances demand.” Your object in suggestinif that 
the, aluminium metal should be imported free from British 
I«les and Canada is to encourage the use of it in India. 

X Yes. 

23121, Q, Now would not the use be encouraged by 
sullying thejm cheaply P 

23122. Q. You want to cheapen the article to secure 
a demand. 

A. Yes. 

23123, Q. If that is so, would not the artiide be cheaper 
if the whole world is allowed on the free list instead of 
I'estiicting to the British Isles and Canada? 

A, I don’t think so. 

23124. a. Why? 

, You have already got sufficient competition. 

, 2312^. Q, If you have get sufficient competition you 
are depriving^it by restricting the import to the Empire 
cojintri^- If it was free competition with all countries in 
prices will be lower. 

‘ X Sfot smeessarfly; 

* If noTij there is no benelit in granting pre- 

f&euQQ t6 the Eitopire countries. 

A. That does not at all follow in actual practice. 

23127. Q. In actual practice if it does- not follow that 
; t^'price would be dearer by this restriction, England aUd 
no benefit out of Imperial preference unless 
higher price in consequence, 
new large- market- which is a different 
ihatter^ "Eor ^stance, if a British manufacturing firm of 
aluminiunrii^asid ^^foseo£TO,000 tons in India, India could 
certainly get at a cheaper rate' than if ' she had to get 2s(k 0 
from a British firm, 2,000 from a. Canadian firm 'and H,000 
from a French firin and so on. If divide the industry 
between three or four people ©f. three or- fomr competing 
firms, none of them will make so much as one would if ti e 
industry was concentrated in the 'hftnds -of an individual 
firm. ' ^ ' 

28128. 0. But then the individual firm would -have ^ " 
mpuopoly of the trade and make larger profits. • . ^ .. 


A. It is not a single firm that is engaged in the manu- 
facture of aluminium gntds in England. 

2Sl21h Q. You have mentioned the ease of a firm. 
Therefore I have to say it. 

A, I to illustrate by coneenlrating the business 

in one country, it is likely to be more profitable or to sell 
the materiar cheaper than i£ you divide the business 
amongst a large nuinber. dust as 1 took oiu* firm for 
each country so I took one firm for Kntrland f<»r the sake of 
illustration but lliere may be a dozen firms in the countries 
urbich compete. 

22130. Q* I'bat may be. If the supply to the consumer 
is restricted to one or two quarters instead of Imlf a dozen, 
the tendency would be bigher price. 

A. I don’t agree to that at all. 

23131. Q. H not, there is no disadvantage in allowing 
free competition. 

A. There is. We want to build up a veiy strong 
aluminiuro industry in the British Einpin‘. 

23132. Q. 1 thought that you said you wanted to build 
up the industry in India. 

X I want one branch of it in India ; that is essential 
For national purposes and for national defence it is extre- 
mely desirable that the British Empire shouhl be absolutely 
self-supporting in the matter of aluminium pnHluction. 
This reason, added’ to the one I have given on a commerciai 
basis makes it desirable that if we are going to give Imperial 
preference we should give it in this direction. 

23133. Q. My point was not that. I want to under- 
stand whether in the case you have mentioned It is possible 
to grant Imperial preference jwithoutian economic loss to 
India. I can quite understand your position if you say 
that you would give Imperial preference and woiil 1 accept 
some economic loss. That is a position which is peifeefly 
logical for any witness to take up. If vou say that tlie 
aluminium industry is of national importance and should 
be built up as an Empire industry if it can be done witimut 
restricting the Indian miaket to the supplies from those 
two countries, there is nothing further to be said. But if 
you think that the industry can only be built un within the 
Empire by India giving her wdiole custom to England and 
to Canada, then there is some advantage to those coiinlries 
in getting that exclusive use of that cudom and that 
advantage is paid for hy India in some form. 

A. I contend that India by giving Imperial preference 
in this particular instance confers a benefit upon England 
and upon Canada at no ex| ense to itself, because it enables 
the English and Canadian manufacturers to piodnec on a 
larger scale and therefore to produce more cheaply. It 
enables them to use the very large water-power they have 
available in Canada, for instance, and to find a profitable 
market for the material turned out. 

23134. Q. The only point I should prefer to bo clearly 
elucidated is how India could give this preference without 
paying more for the supply. ^ If there was free competitiou 
between all countries the price would be regulated by such 
competition. I was interested to learn as to how restriction 
of custom to individual countries could be done without 
raising the prices to the consumers. 

A, I can tel) in detail from the past history of the 
aluminium industry exactly what oceuiTod. The price of 
aluminium has been controlled throughout the world by a 
ring. All the producing countries, previous to the' ,wat, 
formed an aluminium ring and they regulated their prices- 
accordingly, and in India you got aluminium at a price 
fixed hy that ring. 

23135. Q. But that ring no longer exists p 

A, I think not. ^ 

23136. Q, Very well, then. There is now a chance of 
India getting aluminium at the lowest possible rate in free 
competition. 

X Yes. 

23137. Q. — And you want to restrict the comj>etition to 
those tw'o countries ? 

A^ It now happens that these two countries do produce 
aluminium at the cheapest rate. 

23138. Sir Edgixr Q. Sir Alfred, the point 

about aluminium is that you consider it to be a fallacy to 
suppose that open .free “competition necessari[y meads the 
cheapest price ? 

X Yes..,. ' 

Probably one of your reasons would he thai 
if the twd producing countries that you mention had, a fail 
certainty of this very big Indian market they^^wpuld go in 
for mass pr^nction and. thereby cheapo djipput 
Therefore,; th^eis an exception where, India wou^i posi- 
tively incur dose by' ^^n ^ 

preference ? ‘ 

A* Yes. 



23140. Q. You cannofe say with certainty that that 
would be the case with every article, but that is a case where 
there could be Imperial preference wit bout any econo m ic loss. 
Tiiat is an interesting case. I think no witness has been 
able to put before us such a proposition. (bFo answer.) 

28141. Q, Sir Alfred, you gave evidence before the Sugar 
Commission, and they were not able to accept your theories 
or your ideas about the advantages of a protective duty. 
So far as I can remember the Sugar Committee have said 
that in the present state of Indian conditions, more spe« 
cially with reference to production, they did not consider 
that on the information before them protection was of 
any help? 

A. Yes, hut I do not agree altogether with the report 
of the Sugar Committee, 

23142. Q. What I wanted to know was if [the Sugar 
Committee bad the benefit of your views ? 

A, I do not think I discussed with them the question 
of ^ duties at all. I do not remember having done it. I 
think I avoided all questions of protection when I was 
dealing with them. 

28143. Q. With reference to your paper your theory 
really is, as far as 1 follow it at the beginning, that you 
would impose revenue duties at very high rates. Will you 
not ? 

' A, Because they are necessary. 

23144. Q. Would you get as much money as you 
possibly could ? 

A. Yes. 

23143. Q. Now, at what point would your revenue 
duties become protective ? 

A* They would be protective even when they are small. 
In some cases a small revenue duty is of great assistance : 
in some cases it is absolutely useless. It ae 2 )ends entirely 
on the efficiency and the circumstances un-^er whicli the 
industry is being carried 6n locally. 

2314i3. Q. Well, then this system of a revenue budget 
with a general tariff rate, say 15 per cent., would be quite 
unsound from your point of view ? 

A. Yes. . 

23147. Q. You ought to have a specific examination to 
«ee,what the rate should be on a particular article ? 

A. Yes. 

23148., Q. That is surely your protection ? 

A» No. India sujBfers from want of revenue. Many 
projects and schemes ax*e held in abeyance continuously for 
want of funds. Therefore as a means of raising those 
funds we can impose revenue producing duties, and you 
can work up those revenue duties till you find they are 
producing their maximum amount. If you make them 
too high you diminish imports and the revenue falls off. 
But there is a maximum point which you can reach and 
that point will be reached long before we have reached the 
limit ol our spending capacity. 

28149. Q. You would let the thing to develop itself and 
when you have arrived at a point of your revenue duty 
when itiwon't pay you will take it off ? 

A* Yes. 

231o0. Q. What I thought was that you were going to 
incamine the particular circumstances of each industry and 
see howl it will develop ? 

A. No, no. When it comes to the case of protective 
duties I would examine the oimumstances of each industry 
and exaxnine if it is an industry which we can develop. 
If we put a protective duty we should get a corresponding 
development in this country. There are certain industries 
which offer I'easonable prospects of being established in this 
country with protective duties, but ‘they have to he very 
carefully examined by experts first. 

23151, Q. You would be on safer grounds, you think, 
in carrying your revenue tariff as high as you possiblj 
dduld without a special enquiry for a tariff of a protective 
nature. lYou would advocate that for the benefit of certain 
measures you want to introduce, which would be apart 
from tariff question ? 

X These' 'protective measures will only betaken when 
we have organised the means whereby the industries 
could be developed in the countiy* To merely put on 
a protectiye duty and leave it to chance that somebody 
took up the industry in the country would be futile. 

23152. Q. You would not agree then with the fairly 
heavy mass of evidence we have heard here that protection 
per se is going to transform the country. 

A. No. 

23153. Q, Now, as you are out so much for revenue 
what is your tremendous objection to the particular excise 
duty about which there is so much controversy. Not the 
liquor excise but the cotton excise f 1$ it not a fair way 
of raising revenue apart from its past histoiy f 


A. Yes, if you levied on everything. If you put it on 
cotton goods put it on the iron and steel industry.^ 

23154. Q.— But you see the difficulty of collecting it. ^ ^ 

A, In no country in the world are these excise duties 
levied on manufactures and I see no reason why we should 
have them in India. * 

23155. Q. Not even Japan ? 

A. In Japan they have a revenue which is very analo- 
gous : they call it a consumption tax. 

Sir Manahjee Dadahhoy. — ^That is quite diffierent from 
the excise duty. 

23156. Sir Bdgar KolheHon. — Q. In my opinion it is 
very much analogous : But if you want to get the utmost 
revenue you can under your revenue tariff, where is the ham 
in putting an excise duty on the mills ? 

A, You are getting a large revenue from the ^ mills 
under your Income-Tax. I do not think it is fair to impose 
a double tax on them. 

23157. Q. Let us forget the unfortunate history of this 
duty. Bo you think that Government would for revenue 
purposes venture to put a 15 per cent, duty on cotton if 
thereby they change the relation of the duty on cotton to 
the sctSe of duties levied on other commodities ? Would 
they not thereby lay themselves open to the charge of 
protecting vested interests ? 

A. What I advocate is a general imposition of, revenue 
duties to raise a large revenue. We want more revenue. 
The qpuntry is suffering from want of money lor the 
General administration and for the development of the 
country, and if we impose these dvities which I recommend 
we should be able to get a sufficient amount of money at 
any rate to carry on much more satisfactorily than we 
have doneJn the past. The country will develop ; the 
country wrill get good returns, and it will be able to bear 
those taxes better, 

23158. Q. Your evidence is quite clear that you would 
look upon some sort of an excise duty as a legitimate one 
if it can be spread out to various industries. 

A* That is a method of internal taxation that I have 
not examined in any detail. But there are other alterna- 
twes to the imposition of excise for raising the internal 
revenue. 

23159, Q, Now, the only other point I am going to 
traverse with confer a moment. You are wholly opposed 
to any kind of restriction on the establishment of industries 
in the country with outside capital. We had of course had 
a great many views in answer to question No. 18. It is 
very interesting, I think, for the commission to hear why 
you find yourself able to recommend a perfectly free 
introduction of capital from outside. Probably you have 
no fear of what they call decreasing the national dividend 
by the profits of that capital going out of the country, 

A. None whatever. 

23160. Q. Could you give me your reasons ? 

X When an industry is established in India the 
advantages to the country measured by monetary returns 
are so ki^e compared with the profits. The^ country as a 
whole would benefit even though a certain part of the 
profits goes out of the country. Then you have to re* 
member that if you get a real industrial development of 
India, which we had never yet, you will get a large ac- 
cumulation of profits in the country, and the capital which 
was borrowed from abroad would be repaid. The^ people 
in the country can buy the shares in the companies and 
own them themselves and thus prevent the profits from 
going out of the country. 

23161. Q. Bo you think that it would happen in the 
natural way and it is not at all necessary to legislate ? 

A. It is perfectly certain to happen in the natural 
way. 

23163. Q. That is, if the English trading firms and 
foreign trading firms establish themselves aiid their concerns 
are worth having their shares would naturally appeal to the 
inhabitants of India and would largely pass into their 
hands ? • 

X Yes. 

2B163, Q. On the other hand, if the foreign capital 
comes and makes a mess of it and fails to make profits 
the Indian public would avoid a loss and at the same 
time wouM have bad a valuable experiment. 

A. 1 think we had that experiment in the jute industiy 
of Bengal. The capital of the jute industry is largely in 
Indian hands. 

23164. Q. Very much so now than in the past B 

23165. Q. It is more likely to benefit the country that 
capital should come an free even under protection 
should he Jiampered by terms and restrictions T ’ 
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-i. The more profit to tlie mdushy Uie more roYcune 
goes into Indian hands. 

23 16fi. Jfr, Q. Yon have raised 

a very interesting point about the Indian Slates. You say 
that Indian States are claiming to pavticipile in the 
customs revenue. Bo you regard that claim as a ^ust 
one ? 

X I do not think I am prepared to discuss this question 
of Indian States *m detail because I do not know what 
treaties between the GoTernment of India and the Indian 
States regulate these fiscal matters. With different States 
there are ^ probably^ different arrangements. Ikit it is per- 
fectly obvious that if we put a heavy revenue tariff on the 
imports into the country, the people living in the 
Indian States who purchase imported articles will have to 
pay the higher prices for them, and, therefore, it will be a 
taxation on those States. And I know as a matter of fact 
that the Indian State^i ^re preparing to make representa- 
tions on the subject. 

231fi7. Q. Now, you are wholly opposed to excise duties. 
Who pays the excise duties, the consumer or the producer ? 

A, I do not know whether I am prepared to argue that 
at the present moment. Whoever pays the import du‘y 
wiU have to pay probably the excise duty. 

23168. Q. But is it not generally paid by the consumer? 
A, Without examining the circumstances of each case 
I think you cannot say who pays the duty, 

23169, Q, Take the case of mill cloth. Who ]pays the 
excise duty on that ? 

A, That all depends on whether the mill cloth comes 
into competition with cloth imported or whether the jmo- 
ducers of the country will sell it independent of the piices 
ruling ior similar stuff abroad. 

23X70. jQ, But generally it is admitted that It is paid 
by the consumer ? 

X I am not prepared to admit it without a detailed 
examination of every case. 

23171.^ Q, Now, I see you are advocating higher duties 
on machinery. How long will it take in India to make 
this machinery ? 

A* li depends upon how 3 ou set about ii. 

23172, Q, Wouid? 3 mu get enough capital for stalling 
that industry P 

A. If it is the policy of the Government of the couiifry 
to encourage the development of meclianical engineering it 
will come in. 

23173, Q, Would it take 5 or 6 years before the inclus- 
' try can be established ? 

A, 5 or 6 years or perhaps longer. 

23174. Q. Would ,yon exempt present commitments 
' from duty ? « 

A* -1 am dealing in this note with the future. But 
: assuming that the Government of India put largt* import 
duties on machinery at the present moment, I would exempt 
those undertakings from that duty which have already been 
started on the assumption that no duty would be imposed. 
For instance, I would take the case of a hydro-electric 
supply underts^ing which has placed orders in Europe for 
a large amount of machinery. I do not think it would be 
wise to suddenly put an extra 8 or 10 per cent, duty on that 
machinery, because not only have they made contracts in 
Europe for the supply of their machinery but they have 
also made contracts in India for the supply of the eleotri- 
ci^ which they are going to generate, ani it would need a 
revision of both con&acts to make it equitable to the hydro- 
electric company. I give the hydro-electric company 
merely as an illustration. 

2B175, Q. Now, you say that there should he an import 
duty on foreign coal? 

X Yes. 

^ Q,: We wef e ^Id in one or two places that there 
I 8 *iii 6 f rOakin India arid we must con serve our coal 
’eicfpply:'Now,whatd 6 you'thinkof that? Have you got 
^ enough coal in India? 

answer it an the assumption 
that there is not enough coal in India ? That is an import* 
ant matter. - - 

Supposing there is not enough coal in India? 
X' we have got heaps of coal, 

long were you in Mysore ? 

A> 1 nave hedh connected with the Mysore Government 
since 1912,* , , 

23179. Q. I suppose there was a sugar factory at 
Senngapatam? , , ^ . 

X Not at Seringapatam, bat neaf it, ’ 

23180. Q. Why did it fail? 

X I could not tell you. Ii is . 40 Or 6 O years ago. 
Bad management, I think. . ' 

23181. Q. I thought it was not so late as- that ? ' 


A. It is a long time hack. 

231S2, Sir Webh — Hir Allred, I mpn to 

remember roiuling not so very long ago a work, I think by 
you, in which ti c arguments In favour of a policy of free 
trade were set forth in a manner almost inconinA edible. 
Could you tell the Oommisslou what the reasons are ihai 
have caused you to modify your view on ih»i throietieal 
aspects of the subject or the practical asi^'cls of the sub- 
Ject ? . 

A. There was a paper, which you are probably referring 
to, written by me in 1911, and since 10 1 1 there have been 
some material changes in the world and out theories about 
free trade aud protection have rather gone to the wall. 
Certain questions such as the necessity for nadonal defence 
have arisen and have become very important, wliich^ were 
absolutely disregarded in those days. I do nut think at 
that time we realised that a counliy like India should not 
remain permanently dependant on Europe for the major 
portion of its essential supplies. We found that during 
the war, being cut off from Europe, wo wore ai great disad- 
vantage. We found that the Empire as a wh»lp was at a 
great disadvantage on account of the economic weakness of 
India, and any steps that we can take to-day to strengthen 
the industrial position of India are of advantage not only 
to India itself but to the whole of the British Empire. I 
might also add that in the last 10 yeavii tltcre has been a 
gr^t industrial awakening in India. That has also altered 
the position very materially. Ten years ago there was 
much less prospect 'of successfully establishing industries 
in India than exists to-day. 

23 183. Q. —Do you mean political awakening or ecoiv^mic 
awakening ? 

A. Economic awakening. 

23184. Q. I take it that you have not in any ivay 
departed from the root and basis of free trade, namcl 3 % that 
by each individual concentrating his attention upon those 
things which he can do best, and each nation concentrat- 
ing us attention upon those things which ii cun dll beat, 
and by freely exchanging with each otiier Iho products, 
the result is that ail parlies get wliat. they require with 
the least economic outlay, and that the surplus that remains, 
call it national dividend, is Ihcreliy imuvased to the nlmost 
with the least cost. I take it that 3 'oii still aei'opi aud 
recognise that fiindumental basis. 

A. I accept that basis on the UKsumption which you 
have made, viz., that there is not only now but at all iiincs 
a free interchange. But what tve find is that that, free 
interchange may be stopped and iliat very seriously to our 
detriment. 

23185. Q, I take ii that no matter what interfereneo a 
third party may for his own ends consider is desirable io 
make, the theory is still incontrovertible that if we take 
what vre can get at the least price and give the least in 
return, to that extent we get what we require ai the least 
possible cost and thereby we are able to accumulate the 
neatest savings with the least effort ? I am Just starting 
from that point. 

A. I would like to modify that io some extent. Wliai 
you say is perfectly true that under a sysijjm of free trade 
we shall get what we want at the time at fiie least possible 
cost, hut we will place ourselves in an esh-aordinarily 
dangerous economic position thereby. That is what I want 
to avoid. 

23186. Q. Well then, granting the inconiroveriibility of 
the theory of production at the lovrest economic cost, we 
are bringing other considerations to bear, eonsideratione 
national defence, you have particularly mentioned. 

A, Yes. 

23187- Q. And then the most orthodox of free traders 
have alwa 3 '’s recognised that 3 rou might expend some of 
the national dividend to encourage yoitng industries, pro* 
vided you have suitable raw materials at hand. 

A, Yes. 

23I8B. Q. And you have gone considerably further now, 
because you consider it will be in the interests not only- of 
India but the Empire as a whole to bring about a more 
rapid industrial development of this country ? 

A. Yes. 

23189. Q, That is your point of view ? 

A, Yes. 

23190. Q. Fort hat reason you would welcome a policy 
of well-reasoned protection ? 

X I do not welcome the imposition of revenue duties 
as a thing which is desirable in itself. I look upon It as 
an absolute necessity of the situation. 

^ 23191. Q. I 'am not referring so much to revenue 
imposition of duties for protectiver purposes. 

- A. I think* I have said that where protective' duhies 
are imposed there must he conespondkg measures takefi 
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in this countty to secure the object of those protective 
duties. ^ 

23192, Q. You use the words * includinj? protective’ ? 

^ A, Yes. 

28193. Q. That is to say you I’ecogniso there are many 
other measures ? 

A. Yes. 

23194'. Q, Speaking very roughly would you consider 
rotective duties as the mportant part of the problem of 
evelopment of industries in this country, or would you 
consider^it only as a minor part ? 

A. With different industries, the importance of the 
protective duties will vary. In some cases we can dispense 
with protective duties hy the application of very high scienti- 
fic skill and experience. In other cases conditions may not be 
nearly so favourable and protective duties may be necessary 
during the period when you have to build up the markets. 

I don’t think ;t is possible to give a general answer to this 
question. You have got to deal with each specific case 
and examine it very carefully. I apprehend that that would 
he one of the greatest difficulties which will have to be faced 
in any protective system. It will require a very careful 
examination of the whole data before we can start and say 
we are going to establish certain industry, put protective 
duties to enable it to come int.o existence. 

23195. Q. Why I asked this question is, an important 
witness said yesterday that he regarded that protective policy 
would solve 90 per cent, of the problem, and granted protec- 
tion everything else would he done. 

A, I don’t agree with that at all. 

23196. Q. On page 2 of your paper you say ‘I am 
wholly opposed to the.levy of iiJxcise duties as vexatious and 
inequitable.’ By excise duties do you mean countervailing 
excise duties or do you refer to excise duties as a whole ? 
Personally I do not know why it should be regarded either 
as vexatious or inequitable. 

A* I had countervailing duties undoubtedly in my 
mind, because it gave rise to discontent. I also consider 
that excise duties involve a certain amount of in- 
terference on the part of the Government of the country 
with private enterprise which is undesirable, 

, 28197* Q* You would rather not impose it? 

A, I think there are other forms of taxation, indirect 
taxation that are better adapted to the circumstances of 
India especially than excise duties 

23198. Q, You recognise there are many types of excise 
duties at the present day in the United Kiugdom ; heeido 
the one we are all familiar with, namely the excise on spiritp, 
there are excise duties on sugar, on matches, on coffee. 
There are a great number of excise duties in operation 
at this moment in the United Kingdom ? 

A* Yes. They are all sources of revenne. They are 
on certain classes of , goods which are not affected a good 
d^l. But if England were to raise a large revenue by an 
excise duty on Lancashire, the duty will cause a great 
deal of unrest and 1 think there will be a storm of in- 
dignation. 

^ 23199. Q, K is quite probable. 3>o you recognise there 
is ah excise duty on cotton goods in Japan ? 

A, I have not studied d apanese taxation. But I don’t 
see why we should Yellow Japan. 

Sir Monta>^t(> Well , — Not a bit. 

2B200. Mn Qoyajee^—Q,. It is difficult to understand 
clearly how tariff should be used to encourage the pr^duc- 
, tion of chemicals and on what lines. The difficulty is that 
so many chemicals are bye-products of each other and so 
luany are raw materials to others. If you have apy idea 
will yeu help usP 

A* To have any large development of chemical xn- 
'dni^tries in India you must be able to import easily 
certain "basic materials. If you cannot get these materials, 
you cannot establish industries in this country with any 
advantage ; for instance, what are known as lieavy chemi- 
cals can only be manufactured in India if the conditions 
can be complied with. Caustic soda and sulphuric acid 
may be faken as two typical examples of heavy cliemical 
drugs and in oi'der they may be successfully^ manuCaetured 
in India it is essential that the raw materials should be 
easily available. 

231M}1. Q. Would you import them free of duty ? 

"A, 1 would import, but I do not see the necessity^ at 
’ the present moment for the admission of these materials 
free of -duty, because there are no large industries in the 
.country in any way depending on them. If those in- 
dufltiies were gradmiily to grow up the question of import 
ef the raw materials would be a matter for consideration. 

- Generally speaking, I think it is an advantage to the 
country- to be limited to import raw materials free of 
duty* -No country has got all the raw materials that it 


wants for all its industries and I think you will find that 
most of the countries which have adopted the protectionist 
policy do admit imw materiiils free of duty. 1 can give- 
you any number of examples of that sort of thin^. 
For instance, in Marseilles the french import oilseeds free 
of duty whei*eas they put considerable duty on oils. I 
have a small business for the Mysore Government in the 
manufacture of sandalwood oil. The Americans pay 20 
per cent, duty on sandalwood oil but they admit sandal- 
wood free of duty. They try to compel us to send them 
wood so that ti oy may hhve the industry in their country 
rather than here. 

23202. Q. So in regard to cho nicals you do not think 
that the time has come to allow raw materials free of duty? 

That is a matter which is entirely dependent on 
the state of the industry. For instance, in the develop- 
ment nf iron and steel ti’adft pertain amount of sillphuric 
acid is needed. It is desirable tho.t a valuable mineral 
like sulphate of ammonia should be produced in the country 
cheaply and if tho country does not possess the raw 
materials then you would be hindering the industry instead 
of helping it by putting an import duty on the I'aw 
materials that are required. 1 would not answer this 
question straight off, because there are ores of sulphur in 
the empire which might be utilized. 

23203. Q. Within India ? 

A. Kot m India, but in Burma. Large quantities arc 
available in Burma and it is desirable that the use of 
those varieties should be encouraged. 

2i5204. Q. I want to ask one more - question in connec- 
tion with the article on Indian soaps in the Munitions Board 
Handbook, where you argue, six, that in the matter of the 
inferior varieties of soap we are already able to take care of 
ourselves against foreigners and that the protection you • 
want is mainly in regard to better qualities. Is that 
so? 

A. I don’t remember that article. 

2*.i205. Q. It was written in the Munitions Board 
Handbook? 

A^ By me ? 

23206. Q. No, no; it was written by Sir Frederic 
Nicholson. Vf hat is your opinion? 

A. I should have exactly the opposite opinion. 

23207. Q. If we should put duty on the inferior brands. 
A. In the manufacture of soap, we arc in India now 
producing high grade toilet soaps of vei*y good quality, 
which, can easily compote with Eurojic. They have vei'j 
^ood market. In regard to cheaper soaps they ure manu- 
tactured by one of the biggest commercial combines in the 
world and we are I'ather at their mercy. They can utilise 
all sorts of cheap inferior raw materials which are not avail- 
able in India. The Indian soap trade so far as the manu- 
facture of cheap soaps is concerned is therefore at a dis- 
advantage compared with the manufacturei*s who are in' 
that home combine. 

23208. Q. Now, with regard to the tariff question in 
India don’t you think that apprehensions have been 
expressed before this commission that a great number of 
European firms have projected plans to come to India and 
associate with Tata’s iron works ? 

A* Yes. 

23209. Q. Tiiey have no idea of dumping the Indian 
firms hy seeking a division of the profits ? 

A* If you put a tariff wall round India, if tho tariff 
wall is sufficiently high, you will unduly cause a^ certain 
number of industries which are now being canied on in 
Europe and America to be translated to India. That is 
your object. At the present moment you do not possess in 
India the technical knowledge und experience necessary to 
conduct those industries and I think it is of immense 
advantage to India that those fims should cope out, that 
they should brieg out some of their capital and they 
should establish themselves in India. But what I have 
observed in the last year or two is that firms, are quite 
willing to come in hut not anxious to bring capital out here. 
The idea that India would be swamj^ed with f oreigxi capital 
and there would be veiy large amount of profits ot indus- 
tries taken out of the country, I think, is absolutely 
fallacious. 

. 23210, Q. Then coming to the question of Imperial pre- 

ference, you believe that by giving all orders to industries 
within the empire we shall, as it were, get the benefit of the 
law of increasing returns and so get goods cheaper than 
if we spread our orders not only within the empire but 
also outside ? , , ^ , 

2321 L Q. May I suggest for your consideration 
, possible potentiality of Impm'ial pr^eren^e in 
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it 18 this way. As the tvopieal comitnos lihe Java ai*c 
being exploited -more and more by the European nations for 
raw Wtcrials these countries might in their turn hecoine 
rivals to India in the exxiort of raw materials. Therefore, 
under such circumstances the Imperial jn'efcrence might 
give for India a stable market. 

JL, Undoubtedly. 

23212. Mr. T. V. Seshagm AUiar. — Q. I believe you 
advocate that raw materials should he imported into the 
country free of duty. Would you also suggest that if you 
export raw materials there should he no export duty ? 

A. !No, not in the case of export of raw materials. 
What I have stated is ‘ I regard export clnties as only 
justifmhle when applied to materials, the supply of which 
from India is a controlling factor in the world markets.’ 

23213. Q. In the case of foodstuffs, for example would 
you have an export duty ? 

A. I would not put an export duty on foodsmfPs unless 
the foodstuffs are more or less derived from Irtdfa. I see 
no ohjectio'U for instance, to export duty on rice. I have 
mentioned .here that I consider it is preferublc to put. an 
export duty on wheat rather than to prohibit the export of 
wheat. 

23214. Q. Would not the putting of an export du^y 
have the tendency of driving the growers of rice or wdieai 
to take to other crops and thereby denude the country 
of foodstuffs which are necessary for feeding the people ? 

A. I am not confining my remarks here to ioodstuffs. 
If you are growing a vegetable product such as oilseeds for 
which you have a monopoly, or a pariial monopoly, I would 
not seriously object to export duty on it, if you can get 
part of the export duty out of the purchaser. 

2321t>. Q. I am solely confining myself to foodsfuffs, 

,, because*if you are reducing the price. of foodstuffs, be may 
be tempted to grow other crops, for example, cotton or some 
other crop. 

A. Take the case of foodstuffs in India at the present 
time. The agriculturist for the last few years has leen Jn 
a very advantageous position apart from such distresaes he 
might have sufft-red from famine. He has enjoyed very 
higher much prices than he has had before. As 70 per cent, 
of the country is dependent on agriculture and as 70 per cent, 
or noore of the people arc agriculturists, I think it is justi- 
fiable for Government to endeavour to get a certain amount 
of revenue from the agriculturist by the imposition of 
export duties when such can he levied with economic ad- 
vantage. ^ The ryot is under a contiMct with Government 
under which the Government is not in a posiiion to raise 
Ms land tax or his land cess, and the cultivitor in conse- 
quence in recent years has been in an extremely favourable 
position and the value of the agricultural land has in many 
places risen considerably. 

23216. Q. Land does not give 2 per cent, return? 

A. That is due to other causes -altogether. You get 
2 per cent, because there are so many people who are 
willing to pay for the social advantages connected with the 
owning of land. 

23217. Q. There are not other securities and so they go 
in for this. 

A* That is mainly on wet lands* 

23218. Q. Yes, I am speaking of wet lands. 

A. That is due to social reasons. The man’s status 
is increased when he has got a certain amount of wet land. 

23219. Q, What I am suggesting is this: when he is 
getting oply 2 or 2| per cent., if you are going to make 
, food grains cheaper the result' would be that the man will 
grow some other crop and thereby the country would be 
deprived of foodstuffs and there would be a shortage of 
foodstuffs. 

. AL J. don’t think fhe argument really applies unless 
« the'inan ,5^1 change from .one kind of crop to another 
^merely heeause it pays Mm fetter. That Oiuly guides him 
^ to a certain extent. For instance, if a man wanted to 
grow most profitable crop ,jin South India he can. grow 
sugarcane. - . , . 

23220, Q, Or plantains., . , 

' chooses to grow paddy because it involves very 

jaruofcaesailahour. , , . 

” '2'3^‘I>,.Qfr It is not a question of labour. DJake a man 
who hi^ gSlIands^and to whom it Would be more advan- 
tageous , to* his land on wan^am tenure to a tenant or 
cultivator who would pay money value. ^ Ha can get more 
readily the money for., the moment by letMng it to a 
plantain grower or the .sugar xane.gxQwgE:' will tbeice- 

fore, he tempted to do so, if you,, ate going, to j>uian 
export duty and thereby cheapen the' produce .which, hg 
would otherwise get. / , 

A, 1 am not ii) favour of export dutfes.- But if export 
duties are essential jfirst of all restrict export^ cf 


for iuatance, then I <lo nnt (hink tli.iro is any obiwisw. 

I think it is prelVr>iblo. if Govurnraent have got to inter- 
fi>re with the export trailo, tliat lliey shouhl ]UU a duty on 
wheat i-ather than put artificial rcstriotions on Ih? trade. 

23222 Q. In regard to vour answw about the iNntiyc 
States, ihtlie Hati\^ States 'claim a poition of the money in 
consequence of the higher import duty or pndective duty, 
could not the Government of India say, ‘ yoiwxro enjoying a 

benefit at present to a greater extent than tbm for which 

\'on were originally giving contnlmtion. laereiore, you 
are not entitled ’ or anything of that sort • 

A. It thihkso. I am not prepared tosar that the Native 
States at the pre.si‘nt moment can .lUStitiabijT claim it. 
All I say is that they are making that claim ami that 
claim will have to be considered especially in the light ot 
such treaties as Government might have mime with them. 

2:^223. Q. Upon the question oi Imperial pref creme, 
what you suggested uLoul ahiminuim to tiio Presklcnt does 
not apply to almost all articles, docs it ? 

A. It applies to many. , , , , * 

23*224. Q. Then you advucate Imperial prererence in 
respect of many articles wliich are being impt^rted ? 

A. Yes. ^ ^ , 

23225. Q. You see that 70 per cent, of our imporls 
are from the United Kingdom. If you are to 
preference, the result undmtbtedly would be that there wwihl 
he economic loss, hecituse we 'will thereby bo loMtig a large 
amount of duty from the United Kingdom. ^ 

A. That is a point I want to explain. » on won t lose 
any duty. You would put such a hiuh duty that ^ on 
would get gr ods fiom the United Kingdom and you would 
only shut out foreign competitoi’f,. \ou vroubi still get 
your duty because you put your duty at the luaxiiiium 

economic rate. , , x 

23226. Q. Suppose we pul 15 pa* cent, import duty on 
foreign articles, yfui will be able to get some money, wh.*rt an 
if you are going to get those articles fiom Kngiand and if 
you reduce the late to 10 per cent, yuu would be losing 
5 per cent. 

A. That is not my point; for instead of lo per cseiit. 
on foreign and 10 per, cent, on English goods, I »ay put 
15 per cent, on English goods and 40 per cent, on iorcign 

^ 232*27. Q. There would practically be lut chance of 
foreign goods comiugin ? 

J. I don’t mind. 

23228. Q. Would not there be rin ec*mmiuc h>s8 ? 

A. No, because you will get ilic effect of produttian 
on a large scale which will enable EngHsli marufacturers 
to make thing? cheaper. 

23229. Q. Undoubtetlly you are giving the benefit to 
England. 

A. I can give you an example or my own experience 
in Madras, as to how tilings improved by rcHtricting Com- 
petition. One of the most wasteful things at the present 
day is the uniestricled cempetition. A little over twenty 
years ago I took up the question of utilising oil engmes 
in the south of India. At that time thoi:^ were half a 
dozen or a dozen firms, agents for various oil engines. I 
made a number of experiments and I cime to the con- 
clusion that a certain type of engine was much better 
suited to the local conditions then any other. I adopted 
that engine, as a pattern which I recommended to all 
industries in the south of India. The result was that 
practically all the orders in the south of India fiow^, 
through my office. This is one form of getting a monopoly 
to which every other firm, objected strongly as was natural. 
But the price of engines went down, because the firm that 
had more or less a monopoly was able te keep a large stock 
in their hands here and they even made arrangement s for 
the sale of spare parts ; and generally the country bene- 
fited enormoufuy by it. In no other pnrt of India weie 
there similar arrangements and in no other part of India 
were there siinllst^ developments in the use of these 
things, . . . , 

23230, Q. Supposing there was competition m otner 
parts of In^ia, that is the point I am aiming at but you 
are making out a case for monopoly, 

A. The theory is this that manufacture on a large scale 
enables you to prodace things so much cheaper and when 
. it comes .to a large number of people competing for a 
certain order you , may think that you are getting the 
thin^ “tbe long run they sJl put up their 

prices .3phey ^eannot go on competing and spending a lot 
otmqney^on advertisements and a lot of money on going 
round’ the oountjw to get ordei^i arid go forth. , 

AftAA't /-k IMt- X - -.-J! 
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Madras Leglslatm Council, 
insisted upon some sort of 
piotecfaon, pioneering of industries, etc. 

A. Yes. 

23332. Q. So he can hardly say that vou were al l 

ftlong an undiluted free ti-ader. ^ 

I understand that 

?• proposal IS to impose as high a revenue duty on prao- 
ticdly every imported product as it will bear, ^ 

A, Yes. 


23284. Q. You won’t have n uniform rate because 
things can stand higher rates than others. 

A, I have stated that. 


some 


2^285. Q. Yoti would go on raising tb.e ntes of revenne 
auties as long as the revenue goes on increasing but as 
soon as it ceases to increase, you would hiave them aa they 
were or reduce them ? ’ 

A, Yes. 


23236, Q. In some cases that would result in enor- 
mously heavy duties, would it not? I don’t know what 
is the figure thnt you have contemplated. 

probably in a number of cases it would. 
Where the transactions were comparatively small, if you 
push it to^ the extreme, you would get very high rates 
running into several hundred per cent. But I was not 
thinking of every article oi trade which was perhaps only a 
lew thousands of worth in the course of a year, I was rather 
aeaiing with the broad general trade of the country and 
I imagine' that the maximum revenue duty in most cases 
wiU not be more than 25 or 30 per cent. If you begin to 
impose a higher tax on a great many things, the consump- 
1), revenue will decrease. 

2323^7^. Q. You think tint in the case of many articles 
'tf.e maximum revenue duty would be comparatively low. 

A, I think so. 

23238. Q. There are^ a good many articles wliich cannot 
be manufactured in this country at present and it would 
take some time to manufacture them. 

A. Of course if you put a big duty on ornamental glass- 
ware, table glass or something of that kind which it is 
impossible to manufacture in India at the present time, 
.you would soon roach the limit of your revenue duty on it 
because people would simply give up the use of high class 
glass and use cheaper kinds. 

28289. Q. There are a lot of things like spectacles for 
instance which they are bonnd to use. 

A, In case of surgical instruments and things of 
that kind, you might make an ©.xception. You don’t want 
to impose on something whi(Jh is essential to the welfare 
of the individual. ' For instance on drugs ) ou might put 
extraordinarily heavy duties. I would not suggest that 
the tariff should apply to them. 

2324.0. Q. You would not carry your system to ex- 
tremes. 


A* I would not. 


23241. jQ., Even without canying it to extremes, like 
that, it would mean a very heavy increase in taxation. 

A, You have got to put up with it, that is the neces- 
sity of the country. 

23242. Q. Yoult now that almost all civilised countries 
base their rate of taxation on their requirements for expendi- 
ture ? They don’t say “ we will take as much money as we 
can get from consumers/’ 

A^ That is quite true but the conditions^;%i India just 
at the pmeent moment are exceptional. 


28243. Q. I daresay a that iti would appeal to the Finance 
Member at present but as a general principle of taxation, 
syi>surely it is unsound. 

" I don-’ti think thut there is much advantage in dis- 

■■ 'Oli^smg at the present moment the normal state of things. 
We are rather dealing with abnormal conditions of things 
' which will last in the case of India certainly for a fairly long 
" think that in the past ,we have spent 

. s^'ffioieut%f'^lio money in the development of the country. 

We have had an economical Government in the sense that the 
' . GOTemment has.restricted taxation unduly and that in the 
development of the country enough money has not been 
spent and that if in the ..futuro’we spend more money in 
material development of the country, we should ultimately 
get a bigger return than we got. The cardinal principle 
before the war was to restrict the borrowings of’ India to 
such an extent that India could always get its money 
about per cent, while there were -many ^normou§ number 
of undertakings which would have returned 10 per cent, 
which were kept up solely and wholly because of the 
, restricted idea of finance. With a more liberal idea of 
inance we can open up tbe country and improve its position 
relatively to other countries. 


23244. Q. Then, I understand this pxnposal of yours for 
maximum revenue duties is only intended to meet certain 
abnormal conditions. 

A. Undoubtedly. 

23245. Q. You don’t recommend it as a permenent' 
system of finance. 

A. No. I am rather dealing with the conditions which 
I think would prevail for the next 10 years. 

23246. Q. Then you recognise that this system would 
tend to raise prices very much in India and that the rise 
in prices would in its turn raise the cost of production. You 
suggest that this effect would be neutralised by a rise 
in the exchange. 

A. Yes. 

23247. Q. Do you think 'that the rise in exchange 
would be sufficient to counteract the rise in price ? You say 
that the initial rise may be considerable. 

A, Yes. 

23248. Q. Well, that would (‘ause a corresponding rise 
in the cost of production and a large diminution in exports 
which would tend to counteract the rise in exchange 
brought about by the restriction of imports. 

A. Yes, 

23249. Q* Well, I ask you do you ihink that the rise 
in exchange would be sutficientlv great to counteract the ‘ 
rise in prices and in tlie cost of production ? 

A» It is rather difficult to answer the question defi- 
nitely because it depends upon what limits you think the 
exchange may range between. For instance at tbe present 
time you have roughly Es. .15-12-0 ;o Rs. 16 per pound 
and that in itself is a great encouragement to the export 
trade and militates against the impoits. If you have 
protective duties on the imports coming into this country, 
there is no question thnt they will fall off considerably. 
B’or the last year or more we have over-bnydiig with 
the result that the exchange has gone down. Restrict that 
over-buying and in time the exchange must inevitably 
go up. 

28250. Q. Assuming ^hat your selling remains the 
snme. * 

A. For instance the proposal in the present budget 
contemplates an all round duty of 15 per cent. 15 per 
ceni is well within the limits of the ranae of exchange 
within the last few mo m tbs. If we went back to U. 
a rupee as in October last, the pi ice of the imported 
article would be no more than 15 per cent, than it was 
without it. The fundamental necessity of the country is to 
try and fix the value of rupee. 

23251. Q. Yes, what I doubt is your doing it by means 
of a high tariff. 

A. i think that a I igh tariff will tend to steady 
matters. It will prevent speculation to a certain extent 
and it will enable Government to maintain the rupee as 
they did previous to the war at a certain figure. 

23252. Q, Of course the high tariff by restricting im- ' 
ports will inevitably in the long run reduce exports. 

A, I don’t think that it will necessarily follow. The 
value you get for your exports depends on world prices and 
they fluctuate enormously. If India has a large amount 
of raw material to export it will export. It may get a 
larger number of fupees for its expoits if the rupee is of 
low value. It will get a smaller number of rupees for its 
exports if the vrpee is of high value. Whether the value 
of the mpec is high or low, the exports should go out of 
the country. I don’t think that it will have afiy effect on 
the volume of exports. 

28258. Q. Surely it will, if the Indian product Ci^sts' 
more. 

A, To a large extent our exports are bye- products of 
our necessities. We export what we do not want. -We 
export bides and skins very largely. Tkere is no market 
in the country. ^ We don’t grow hides and skins.* They 
are produced simply in the ordinary course of agrieulturA 
If they were not exported, they would he wasted in the 
country. Up till the time the export trade in kides and 
skins was established the whole of tl.e valuable raw 
material was wasted in the country. In tbe same way if 
there is a surplus of wheat available for export, it will be 
exported. 

23264. Q. Do you I call wheat and rice bye-produots ? 

A, Wheat to a certain extent, rice not. The rice crop 
has been grown more especially in Burma ratber than 
anywhere else. The exports ol rice from otticr parts of 
India are almost entirely seasonal. It depends upon, the' 
nature of the season. The export of wheat varies .ehbrfbhs* 
ly with the nature of tbe season. It 
over a millioa tons down to no&ihg afe att i 
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2S255. Q. ^ Ilie production ot wheat depends Terymiicli 
upon the price chtainable for it. Wheat you call a bye- 
product. I think that the term hardly suits. 

A. It is not quite a bye-product as hides and skins 
are. 

23256. Q. But the fact remains that the production of 
wheat* varies to some extent with the price. We have been 
told that by many witnesses. 

A, I tbink that it varies a great deal with the season. 
It is rather difficult to distinguish these two factors. 
“23257. Q. Because there are competmg crops, 

A. Yes. 

23258. Q. And- therefore I was only bringing out what 
I should have thouglit a self-evident proposition that hy 
imposing high tariffs and putting up the cost of living and 
the cost of production, you will inevitably tend to reduce 
the volume of exports.' 

A. You will reduce the volume of exports^ to ^ some 
extent I admit hut you are also going to reduce inevitably 
the volume of your imports. You are going to affect your 
foreign trade to the advantage of your internal trade. I 
think that if one reviews the whole past liistory of indus- 
tries in India, the tendency has been for tlie foreign 
trade to be developed rather than the internal tivde 
23259. Q, I am only controverting your argument that 
a high tariff will tend to establish a higher level of exchange; 
that is a proposition which I cannot bring m 3 ’‘self to accept 
because it seems to me that the effect of a high tariff 
will be to produce factors which will tend to louder ex- 
change. 

A. I admit that. 

23260. Q. There will he a continual action and re-action ; 
although the tempom'y effect may bo to check imports 
before it checks exports, the eventual effect wdll be to bring 
the two to some sort of balance and it does not follow 
that the balance will be a higher level of exchange. 

A, I maintain that it will be a higher' Ie%'cl for this 
reason that under the tariff which you are contemplating 
there will he a gz*eater internal development of the country, 
that there will be greater industrial activity, that the 
country as a whole will be wealthier and ricl'.o^ and that 
therefore its status compared with other countries will be 
, higher than it is at the present time and therefore its 
exchange value of its currency will be higher. As a 
country develops it needs a higher value for its currency to 
carry on external trade. 

23261. Q. That is an alignment which may be quite 
sound but it is not the argument that I was controverting. 

A, Ky argument -is that if you . develop the industries 
of the country, you get a higher rate of exchange. 

, 23262. Q. I did not question that. I question the poinc 

that a high tariff necessarily brings about a high rate of 
exchange. 

A. It depends upon the development of industries of 
the country. It depends upon the fact that by the imposi- 
tion of high import duties you will bring about this 
industrial development in*«idG. If ,vou merely put import 
duties for revenue and there is no corresponding industrial 
development, then I am perfectly willing to admit your 
argument that the things may fluctuate and the final 
adjustment of exchange may' he no better than at the 
present moment. , 

23263. Q. You really mean that these’ high revenue 
duties would have a protective effect which would increase 
the productive power of the country and so tend to raise 
the level of ..exchange. I take it that that is really your 
view. 

A. I think that it would have been better to explain 
^ that sentence a little more. 

232^. 0- That is what you are really driving at. 

, _ 2i3266v ^ Tliere is only one other point and that is in 

"connection with sugar which you have already discussed 
with the President. You have no douht read the report of 
thfe^Sugar Committee. 

A. ,Y^. ' - ' 

, 23266^ Q. ..They don't recommend a protective duty 
hi^alLlgf tend to perpetuate inefficient methods. 

' A: Yet. ' 

23267. -Q;'’ " argue that a high duty would stimulate 
better methods. " 

A. That ifi^iay. irgum^t. It; brings out a different 

class of people into thehtsmessk 

23268. Q. You don’t latgree with their arguments. 

A. JN’o. If you leave the '^ugar alone; it will -remain 
in the hands of the raiyats. If you introduce' some outside 
stimulus so as to bring people with the necessary e^ri* 
ence,, capital and knowledge to deal with it, you may bring 
about a change. 


23260. Sir Manahjee Da^ahkoy : Q. Your system of 
tariff which recommends 1 igh duties on imports 1 under- 
stand is limited to main imports of this country. 

A» I do not tnow wVat you mean by the main ini ports. 
23270. Q, You don’t propose to recommend a high 
tariff on every article imported, 

A- There may he a considerable number of exceptions. 
On comparatively small Imports it is not desirable to tax. 
Por instance Mr. Mant mentioned spectacles. I see no 
advantage in trying to raise revenue out of spectacles. I 
would not put an import duty on chloroform pr drugs. 

23271. Q. There are many other iten.s lik? that. 

A* Yrom a revenue point of view, they are absolutely 
insignificant. 

23272. Q, Then you don’t recommend a uniform system 
of assessment. 

A. Certainly not. 

23273. Q. Each case will have to be individually con- 
sidered. 

A. Undoubtedly. To introduce a Wind of 

putting a tariff on anything and everything regardkss of 
the conditions I consider absurd. 

2M2/4. Q, Fromw'hitj'oii have said I understand that 
you want the duties to bo so Ibrmi Itted a<4 to got the maxi- 
mum return to the country. 

A. So long as that revenue is judiciously spent. 

28275. Q, We wmil 11 eave that point alone. I under- 
stand that ^oii would also carry your argument to its 
logical sequence that these iw-nue tiulies will not in your 
opinion affect the price of imported goods. 

A, T did not sa}’' that tliey woiild not afTo *t the pricos 
of impoidel articles. 

23276. Q. Not seriously, I mean. 

A. I did not say that at all. Tin* only point that I 
mentioned in regard to this was that the effective exchange 
xvould to some eoiintmct these imports. 

23277. Q, But then according to ymu* argument, the 
present duties of 11 percent, on almost all — f am not talk- 
ing of the 15 per cent, proposed in the prmni budget — 
could be increased without seriously affecting the price uf 
articles. 

A, I have never said so. 

23278. Q, Wouhi it affect the consumers ? 

A, Apart from other consideratioas such as the ff ac- 
tuations in exchange if you put an import duty on an 
aitiele, the price will inevitably rise intornully unless 
that article is maunfautured in the country and manufac- 
tured more cheaply as a mult of certain niesaure of 
protection. 

23270. Q. On page 2 of yonr answers you say *^From 
this I draw the conclusion that import duties for revenue 
pui-poses may be very largely increased without seriously 
affecting the price of imported goods.” 

A: That is in reference to the fiuctuation in the value 
of the rupee. 

23280. Q‘ That is in reference to that. 

A, For instance two years ago when the rupee was 
worth half a crown imported goods were very much more 
expensive than they are lo-d:iy. 

23281. <2- This consumption tax about wdiich my friend 
Sir Edger Tlolbcrton a«ked you is distinguishable from the 
excise duty. Is it not ? 

A, I do not know what is meant by the consumption 
tax. I don’t know how you are going to levy it. 

23282. Q. They say that a genertd consumption tax 
may he introduced in the country. 

A. Is it like the tax which the French Government 
levied on sales ? 

23283. Q, Sales or manufactures ? 

A. Where is the tax going to be levied ? I hove not 
been able to understand how it would be levied and how 
it would be collected. 

23284. Q. You don’t approve of anything like a con- 
sumption tax. 

A. I have not considered that question at alL 
23285. Q, So far as the excise duly is concerned you 
think that it is not only inequitable but vexatious. 

A, Yes. 

23286. Q. And even a country like England which was 
badly in need of revenue during the war would dare not 
impose a tax like that* 

A. Tbei*e is no necessity for it. 

23287,^ . This wide tax is wholly unjustifiable. 

A. I have said so and I don’t justify it. 

23288. Q. Has this method of taxation been adoptfed 
by any other country in the world? 

.A* I have not studied the fisc®!^ systems of blihet 
Countries. T cannot say any in th^ 



1026 


world has adopted this kind of taxation or not. I am 
told that J apan does it, I have only learnt that to-day. 

232S9. Q, You are against unrestricted competition, 

A. I am against restricted competition, I hope that 
it is not a misprint in the statement. 

28290, Q, From what I understand from your general 
written statement as well as your oral evidence I think 
that you would not object to protective import duties. 

I would not object : m fact I favour them when 
the conditions are such that they can he imposed to the 
general advantage of the country, that is to say, when the 
country needs the industiy, when it has certain facilities 
for carrying on the industry and when it only needs a 
measure of protection to get a successful industry going. 

28293. Q, Then let us come to the point. Do those 
conditions exist 'now in India or not ? 

A, They do. 

28292. Q. Would you specify thoFe industries ? 

A., The iron and steel trade; the general mechanical 
engineei’ing industries which are not developed in this 
country, they are the most imiJortant, in comparison with 
these the others are comjparatively of minor importance. 
I have mentioned su^ar, the possibility of aluminium ; 
I have mentioned silk. Tlie silk industry in India is 
capable of considerable development. Largo quantities 


of silk are imported fioin Japan and China and if we 
take proper measures lu this country to put the silk industry 
on a rational basis W'e should be justitied in putting up 
protective duties on it till the industry got firmly estab- 
lished. At present it is something like the sugar industry : 
it is in the country, hut it is of »n inferior grade. 

28ij93. Q. Then you want that coal should be protected r 

A. Naturally. 

23294. Q. On foreign coal would you put au import 
duty ? 

X Yes, so that it should be on the same lines as every- 
thing else. 

23295. Q. There is no justification for excluding coal at 
present P 

A. No. Those people who invest their money and 
endeavour to develop hydro-electric plants have a reason- 
able right to expect that they shall receive equitable 
treatment in this matter. 

23296. Q. And apart from that also, the industry itself 
requires development? 

A. The coal industry does. 

23297. Q. There are many coal-fields in India wldch 
are not fully developed P 

A. I believe so. 

The witness withdrew* 


Witness No. 144. 

Sciudia Steam Navigation Company, Ltd., Jgombay* 
Written Statement, dated Bombay, the 25th February 1922. 


^ 28298. 1. TliC building up and development of an 

efficient Mercantile Marine lias been recognised as a 
matter of great national importance. Not only is it 
necessary for the commercial and industrial growth 
of a nation, hut it also serves as a groat auxiliary to 
the naval defence of a country in times of war or 
great national emergency. Almost all the important 
maritime nations of the world have, therefore, realised 
and recognised the necessity of encouraging the deve- 
lopment of the mercantile marine of their countries. 
India alone has, however owing to the influence and 
the opposition of the vested intei'ests failed to recog- 
nise the significance of this high national purpose. 
The principle of State aid to the encouragement and 
growth of merchant shipping has found expression in 
various laws on shipping in the different ■ countries 
of the world and has found further recognition in 
the following unequivocal words in the preamble of 
the American Merchant Marine Act of 1920: — 

** That it is necessary for the national defence and 
for the proper growth of its foreign trade and 
domestic commerce that the United States shall 
s ' have a merchant marine of the best equipped 
and the most suitable types of vessels sufificient 
' to carry the greater portion of its commerce and 
serve as a naval or military auxiliary in time of 
war or national emergency, ultimately to be 
' owned and operated privately by citizens of the 
United States, and it is hereby declared to be 
. the policy of the United States to do whatever 
may be necessary to develop and encourage the 
maintenance of such a merchant marine.” 

23299. 2; The important bearing, however, of this 
isubject upon Jhe inquiry of the Indian Fiscal Com- 
Ji/;!B®iion lies in the fact that the existence of un Indian 
Marine will facilitate the attainment of an 
India. Not merely will the coastal trade 
neaw ports increase in volume but au effi- 
marine will be of considerable help 
of the import and export trade of 
i;P^'*f‘^mall local shipping companies will 
'“^ork which a larger concern would n#?i 
i^p^p^end to handle. Exports of Indian maiiuftic- 
grow and will be able to capture new luar- 
as the requisite special treatment will be given 
^’■^d them by national concerns. Imports of particular 
'rfpw' materials can also bo facilitated by special rates. 

. 'Ail these advantages will accrue -if the Indian 
vessels are, as mentioned below, favoured by a reason- 
able manipulation of the tariff rates considered essential 
for the proper development of the industries of .this coun- 
try. 

23300. 3. Bearing these facts in mind, let us ex- 
amine the present position of Indian Shipping. 


India has got a coast line of nearly 4,600 miles in 
extent with an annual trade on the coast exceeding 
in value two hundred crores of rupees. She has also 
got a large sea-hoi*ne trade with the different coun- 
tries of the woidd which I'eachcd the huge sum of six 
hundred and seventy three crores of rupees last year. 
But it is a great economic loss to India that she has 
not got her own merchant shipping to deal with this 
large trade both on the coast and with the foreign 
countries. Not only cx’ores of rupees a.re taken out of 
India by non-Indian Shipping Companies by way of 
freight year after year, but the children of the soil are 
deprived of an important field of national activity for 
exercising their talents and finding means of their 
livelihood. The share of Indian Shipping on the coast 
last year was only 13 per cent* of the total tonnage 
employed, while her share in the foreign sea-borne trade 
did not reach even two per cent, of the whole mnnage 
engaged. This position of affairs therefor© leads us to 
ask how is it that India has not been able to build up 
her own mercantile marine ? She was once an import- 
ant maritime country in the world and her ships used to 
sail far and wide on the distant seas. ’ Her people have 
therefore, got the sea-faring instincts so necessary for 
the efficient working of merchant shipping. The daring 
and the ability of her lasoars have been recognised* A 
large sea-board is at her very door. An enormous trade 
both on the coast and on the high seas has been assured* 
How is it then that in spite of these natural advantages 
India has got no mercantile marine of her own? 
Attempts have been made in the past and are being made 
now to start Indian Shipping Companies. Some of them 
had to wind up in the past land the majprity of them have 
not met with success o’wing to the unfair and strangling 
competition of the powerful British Shipping Companies 
on the coast with their usual powerful .weapon of a 
freight war, their system of deferred rebates and their 
influence in the Government circles both in India and 
in England coupled with the oomplcte' apathy and the 
u ant of the slightest encouragement on the part of the 
Government of this country. Unless, therefore, India 
recomises the important principle of. State aid to the 
dovdopment of merchant shipping as is done by the im- 
portant maritime countries of world such as America, 
Japan, France, Italy, Austria, Bussia, Holland, etc., it 
is not possible to build up and develop a strong and effi- 
cient Indian Mercantile Marine. 

23301. 4. The system of granting deferred rebates 
adverted to a little above is a great difficulty in th^ 
path of Indian Shipping. Not only does it place the 
Indian Shippers, owing to the fear of losing- their re- 
bates, at the mercy of the powerful British Sbip|iing 
interests as regards the rate of freights and' 
ment of spacer but it also tends to create 
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and kill all let^dihualt^ compelition. Tho United SUies 
of America have passed a law declaring this system 
illegal and the Commonwealth Government of Austra- 
lia have deckled to compensate those shippers i\ho 
would patronise their line of steamers in case their 
rebates were to be coniiseated by the Lines forming 
the Conference. Such patronising does not mean 
that shippers would be imder an obligation to ship 
all their cargo by their line of steamers. It only means 
that they will have to give first refusal tor the lifting of 
, their cargo to tho steamers belonging to the Gommon- 
'w'ealth Government in case they are available. The Im- 
perial Shipping Committee appointed in England have 
hot yet pronounced tlioir opinion as regards this system 
in eonnectibn with the trade between United Kingdom 
and Australia. Lord Inchcapo has, however, given the 
assurance on behalf of the shipowners forming the 
Australian tand New Zealand Conferences that they will 
- not either directly or indirectly be parties to a policy or 
practice of penalising or of threatening to penalise ship- 
pers who may not give all their shipment to the Confer- 
ence Lines, by shutting out cargo when there is room for 
it or by other discriminating methods beyond the for- 
feiture of rebates. Such assurjance is of no avail for 
reasons which ought to be self-evident — at any rate it 
does not apply to the operation of such system in Indian 
waters. Tins system uhicli, therefore, acts as a res- 
, traint on trade and prevents all legitimate competition 
should be declared illegal. 

2iJ302. 5. Exemption from port duos and import 
duties on ship building materials, re-imbursemenG oJt 
Canal dues, preferential railway rates and cheap loans 
to shipowners, construction and navigation bounties, 
coastal and admiralty subventions, general and special 
subsidies and the reservation of the coasting trade arc 
some of the ways in which the important maritime 
nations of the Tvorld have aided and encouraged tho 
development of t-heir own mercantile marines. The 
various steps taken by each of these countries in tiiis 
direction need not be exhaustively discussed here. A 
lew facts, however, indicating the broad lines on wdiioli 
such development has proceeded may be indicated. 
First as to the building of the ships, Austria Hungary, 
France, Italy, Spain, Japan, Russia have encouraged 
the ship building industry by giving what are gene- 
rally known as the construction bounties. They are 
calculated at so many shillings per gross ton and 
the nature of machinery of the vessel constructed. la 
plain words the State bears nearly 20 to 80 per cent, of 
the cost of the construction of the vessel. For instance, 
according to the law for the encouragement of ship 
building in Japan bounties at the rate of 11 to 22 yens 
per ton is payable on the vessels constructed by Japa- 
nese subjects or by Firms which have only Japanese 
subjects as members or share-holders. Loans at a 
nominal rate of interest are also advanced for encourag- 
ing ship building. For instance, England gave a loan of 
nearly £2*6 millions in 1908 to the Cunard Line at 2| 
per cent, that is about 2 per cent, lower than the mar- 
ket rate of interest for the building of the two steamers 
' the S;S, ** Lusitania and the S,S. “ Mauretania.’’ 

28^8. 6. Then there are the navigation bounties or 
working subsidies. These bounties are given for the 
encouragement of the navigation of the vessels and are 
paid according to a scale biased on the age, speed and 
gross tonnage of the vessel concerned as well as the 
number of -miles travelled by it. For instance Russia 
-paid, more than- 2*7 million pounds in 7 years while 
Ffsalde paid more than a million pounds per year in 
Subsidies on similar lines have also 
given* for the extension of steamship routes. AH 
““ tihe'se bounties or subsidies are given with a view purely 
to encourage and develop the mercantile marine. We 
also find Austria Hungary and Russia re-imbursing the 
- ' Suez Canal dues for this purpose and it is interesting 
^ ‘ that the’ ’annual amount of such re-imbume- 

v mfntaiiv Austria Hungary and Russia during the period • 
19-10 varied from £80,000 to £100,000 per 
other forms of State aid which are 
condiM(Biai;on-ithe performance of certain services and 
are generally town m" stfiSftentidns. They are gene- 
rally given for the carriage of the mails and for the 
purpose of specified' services on speoifiied routes. For 
mstance Holland -gave an annual subsidy of nearly 
;^0,0000 to the Koninklijk^? Paketvaart Maatschappij 
(The Royal Packet Co., Ltd.). for performing certain 
specified service in the Eastern waters while Austria 


Hungary has graubd a yearly subveutiuii of £00,000 
rising to £62/>OU b> Austrian Danube Bteamship Co,, 
Ltd., for a sinillar purpose until In tiib way 

the State is able to open up new routes to its own 
moreantiie marine and it may be added that Italy 
spent nearly £8 million for this purpose in 12 years 
from 1901 to 1912. 

28804. 7. One of the must powerful ways tjf tlevelop- 
iug the rncivuutilo marine at a country is the reser\a- 
tiou of its coasting trade, which has always been 
looked upon as a matter of domestics eoncera. The 
United Staies, Franco, Italy, Austria Hungary, Hpain, 
Belgium and Japan have reserved their coasting trade 
to Qie ships fiying the national flag, in this eonms*- 
tion it is suprising to note that according to the Report 
of the Shipping Comnnttt\’‘ appointed by the Hoard fd 
Trade in England and published in lOlS the British 
Shipping interests have strongly urged the rest?rvatit>a 
of the coasting trade of India and Humm to the British 
ships aloiif?, altlioiigh as a mutter uC fact nearly 80 per 
coni', of ilio trade on the coast if; carried onlv in 
British Ships ! 1 ! 

28805. 8. fn order to sliim fitav ihe State aid has 
boon able to create an elVicicnt inercantilo marine a 
table is appended giving pariiculars of the capital, 
tonnage, earnings, subsidies, etc., of the Japanese 
vessels from 1906 to 1919. This table m marked (n). 
It will be noted from the particular.^ given therein that 
for the first few years the earnings did not exceed the 
.subsidies but later on the Japanc.se vessels made a 
larger profit and tlieir dividend increased from 0 per 
cent, to nearly 20 per cent, on ihe average. Another 
interesting table inarked (h) attached herowifh will 
show rimt while in the year 1001 the purely Japanese 
tonnage whkdi entered in Hie foreign trade of that 
country was nearly 80 per cent-, of the whole fonnago 
employed, in 1911 the same exceeded 50 per cent, of 
the total tonnage entered and cleared in the foreign 
trade of the coimiry. Not only do we note that ihis 
liberal lielp given by Japane.se Government to their 
own mercantile marine has inctensed tho profits of the 
Japanese Companies, and their share in the trade of 
the country, but we also find that the services of tho 
Japanese Oorapanics have made thdr ramifications 
through all the parts of the world. Attention k also 
draum to tho immense hedp the Japanese merchant 
marine has rendered to tlio devcdopinent of tho foreign 
trade of that country. 

28306. 9. It will have been noted from what has bean 
stated th?rt unless ihe Indian Government ref*ognises 
ihe principle of State aid to merchant shipping and the 
necessity of giring immediate effer-fc to it, it is not 
possible for India to build up and develop an etBcieni 
niercantib marine. Such aid should proceed on the 
following lines : — 

(a) Bhip’-huilding . Tliero is not a single Yard worth 
the name in this country in which steamerg can ha 
built, what we have got at present in the direction of 
sliip-building is only the building of wooden boats and 
that too is not in an efficient condition. Cheap loans 
and construction bounties to the extent of not Ms than 
25 per cent, of the cost of construction should be given 
by the State for the encouragement of ship-building in- 
dustry in India and Boats constructed in this country 
should receive double the amount of the subsidies refer- 
red to below. 

(b) The coasting trade of India and Burma should be 
reserved to the purely Indian Shipping alone. It must 
be distinctly understood that what is meant by Indian 
Shipping is ships registered in India and owmed by 
Indian or by Indian Companies under Indian Manage- 
ment, three-fourths of whose shareholders and directors 
shall be Indians. Legislation should be passed enacting 
the reservation of this coasting trade to the Indian ships 
alone say at the end of 7 years or perferably 5 years. 
It should be further provided that during that period 
working subsidies should be given to the Indian ships 
plying on the coast and permission to the British and 
Foreign Shipping Companies to ply their present ton- 
nage on the coast of India should be given on the basis 
of an annual reduction of their tonnage by 16 to 20 
per cent, so that at the end of a fixed period none but 
the Indi^ ships shall get the permission to ply on the 
coast. It may be further added that the working sub- 
gdies referred to above may be given at the rate of 

« gross ton of the vessel running at the epeed 

ot 10 knots per hour for every 1,000 miles 
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To illustrate I may say that if a ship of 8,000 gross tons 
running at 10 knots were to bring cargo from Eangoon 
to Bombay a distance of about 2,107 miles she would 
get about Bs. 12,000 as subsidy for that voyage. As 
soon as the entire coasting trade is reserved to Indian 
Shipping the granting of the working subsidies referred 
to above should be discontinued. 

(c) Foreign Sea-borne Trade . — ^In paragraph 3, I 
have stated that the share of Indian Shipping in the 
Foreign sea-borne trade is less than 2 per cent. In 
order to encourage the Indian ships to capture a larger 
share of this trade the State should give subsidies on 
lines suggested in the paragraph above and should re- 
imburse the Suez and the Panama Canal dues paid by 
such ships. Besides lower port dues should be charged 
to Indian vessels. The State should also adopt the 
system of preferential railway rates as is done in 
Germany so far as the goods exported and imported by 
Indian ships are concerned. The question of granting 
a rebate in the import and export duty on the goods 
brought in the Indian bottoms may also be considered. 
Special subsidies should be given for the carrying of 
mails and passengers and performing certain specified 
services between Bombay and United Kingdom.^ Pre- 
ference should be given to Indian ships for bringing all 
jrailway materials and stores on Government account 


in the foreign trade of the country and after a fixed 
period none but the Indian ships should be allowed to 
bring these materials. 

(d) There are at present no facilities in India for 
training young Indians in the science and art of ship- 
building, navigation, marine engineering and wireless 
telegraphy. Government should, therefore, give 
scholarships and make arrangements in England and 
elsewhere to enable students to go there and receive 
practical training in this direction. They should also 
start Nautical Colleges and provide training ships at 
important centres in this country for the quicker 
attainment of this object. Subsidised ships should also 
be under an obligation to take and train up a certain 
number of apprentices at Government expense. Fears 
have often been expressed that Indian students trained 
in this manner wiU find it exceedingly difficult to ^t 
employment at sea. Early steps should therefore be 
taken "to recruit Indians for services in the Eoyal 
Indian Marine. As the Indian Shipping will develop, 
it vdll be able to provide employment for such trained 
men at sea. The ultimate object should be that the 
Indian shipping should be entirely manned by Indian 
Officers, and Indian crew. 

Bombay, 25th February 1922. 


Japan. 

23307, Summary of fourteen years’ worUng* 


Year. 

No. of 
Cos. 


Vessels. 

Eeobipts. 

Net earn- 
ings. 

Paid up 
Capital. 

No. 

Tons gross. 

Earnings. 

Miscella- 

neous 

receipts. 

Shipping 
subsidies 
and bounties. 




£ 



£ 

£ 

£ 

£ 

1906 . . 

1 

13 

4,316,700 

344 

491,258 

8,269,966 

398,394 

492,728 

401,517 

1907 / * 


16 

5,713,617 

537 

627,766 

-3,883,272 

387,199 

836,603 

441,416 

1903 

4 

13 

5,927,150 

643 

564,179 

3,877,347 

209,696. 

862,339 

384,713 


• 

20 

6,005,018 

* 538 

576,872 

3,748,770 

187,796 

1,106,430 

428,075 

. 


20 

6,144,287 

536 

600,042 

4,089,140 

203,809 

1,161,066 

771,009 

»u . 


' 20 

6,163,630 

454 

648,866 

4,'^9,431 

222,272 

1,221,694 

864,944 



18 

6,068,101 

419 

702,738 

6,190,030 

263,978 

1,186,160 

1,033,977 



23 

6,248,400 

582 : 

. 785,190 

[6,963,042 

324,213 

1,162,196 

1,670,382 

■ . . 


24 

6,526,800 

578 

841,931 

6,796,673 

336,269 

1,123,067' 

1,269,082 

S' >18 . . 


24 

6,679,660 

608 

895,615 

7,684,641 

588,763 

840,646 

2,146,086 

vrme 


28 

8,047,800 

603 

980,793 

16,190,436 

667,480.. 

724,849 

6,311,017 



62 

17,420,000 

803 

1,127,483 

29,513,179 

2,392,110 

. 681,933 

14,814,307 

y ISIS' ■ . . . 


65 

26,988,260 

1,496 

1,386,642 

63,845,196 

2,631,408 

607,283 

21,844,380 

? 1919 

, 

56 

26,932,827 

1,642 

1,397,813 

56,457,600 

3,308,671 

665,826 

10,129,0®' 

, ^ 

— 

■ 

r - 


— 

J 

; . - . 

. 

Zv.Z 
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DlSTEIBOTIOy. 


Year. 

Amount 
brought over 
from the pre- 
ceding year. 

f 

5 

Eesorve. | 

i 

Bonuses. 

Amount of 
dividends. ' 

Bate of 
dividend per 
cent. 











£ 

i 

* i 


1906 

p 

p 

• 




, 

162,055 

33,315 1 

67,870 

398,741 ! 

9-23 

1907 



a 





85,428 

41,789 [ 

21,944 

435,455 : 

7*37 

1908 


a 

# 

m 




50,860 

40,804 \ 

23,498 

421,030 

7*10 

1909 


« 


* 




48,064 

37,615 

21,525 

377,304 ; 

! 

6*28 

1910 


a 


• 




44,217 

179,901 

23,680 

39«.J,33is 

6*43 

1911 




• 




123,390 

286,885 , 

29,138 

485,444 . 

7»S7 

1912 








214,252 

515,096 = 

38,294 

552,097 

9*H 

1913 

« 


a 





141,282 

866.51G 

42,566 

588,473 j 

9*41 

1914 








212,757 

698,669 

45,477 

529,052 i 

S*ll 

1916 

• 

• 






178,048 

1,186,954 

88,905 

862,159 1 

13-10 

1916 


a 

f 





217,732 

1,680,321 

206,285 

2,330,035 1 

26-11 

1917 


« 

• 





2,498,728 

7,908,031 

594,094 

7,200,404 i 

41*33 

1918 








1,084,407 

9,803,205 

533,116 

0,717,430 ' 

3000 

1919 



• 





1,868,778 

4,765,187 

326,932 

7,530,832 j 

27*96 


jAPAaff. 

23308. The following table shows the totals of Japanese and foreign tennage enicHcl and cleared at Japanese 
ports during the period 1901-1911. 


Entbrbp. 


1 , Year. 

Japanese. 


Total. 

of which steam. 

Total. 

of wliicli steam. 

1901 , 

• 

. 

3,928,798 

3,861,059 

7,]22>582 

7,018,077 

tm ' . > . 

• 

\ 

- 

4,381,418 

4,309,101 

7,193,028 


.1903 . . , . 

« m 

* 

5,210,477 

5,130,809 

8,3<i0,9l2 


1904 .. . . 

• t 

• 

1,226.367 

1,173,448 

10,273,437 

1033,684 X 


• 

• 

1,839,108 

1,771,705 

12,533,975 

12,487,772 


• " 9 

• 

7,336.162 

7,267,088 

11,747,292 

11,609,608 


• > 

• 

8,867,436 

8,770,491 

11,469,259 

11,429,162 

1908 ^ • 



8,720,843 

8,629,769 

11,494,734 

11,474,498 

1909 . . 

™ i, .c 

, "'jr "* 

. . miwi 

... 9.497,611 

10,207,220 

10,173,179 

1910 . . . 



9,848,669 ' 

9,261,036 

10,825,128 

10,812,645 

1911 . . , * . 

• 

• 

9,898,3§1 

, 9,388,669 

10,660,218 

10,654,728 




^V-' , ■ **’*^« ..ASW''- 

>.1 , 
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OXiS A]El!Eil^ • 


Year. 

JAPANES35. 

Foreign. 

Total.” 

of which steam. 

Total. 

of which steam. 

1901 

3,962,684 

3,883,782 

7,112,267 

7,016,367 

1902 

4,399,744 

4,324,213 

7,206,329 

7,097,378 

1903 . 

6,233,495 

5,148,631 

8,350,584 

8,270,692 

1904 

1,130,594 

1,074,900 

10,158,812 

10,084,452 

1905 

1,849,817 

1,782,046 

12,340,008 

12,293,694 

1906 . 

7,339,229 

7,259,207 

1},711,C93 

11,665,123 

1907 

8,863,904 

8,766,448 

11,248,937 

11,210,349 

1908 

8,677.140 

8,686,841 

11,455,798 

11,434,445 

1909 

9,691,690 

9,600,490 

10,190,912 

10,160,837 

1910 

9,463,875 

9,375,809 

10,753,679 

10,741,350 

1911 . 

9,504,465 

9,449,570 

10,646,249 

10,539,769 


^ Japan. 

2SS09. Total amount of subsidies of all kinds : The following table sho\^s the total subsidies, lAhethei lor pcstal 
or otherwise, paid by the Japanese Government during the 10 years from 1902 to 1911, inclusive : — 





Year 



Extension of 
steamship routes. 

Encouragement 
of navigation. 

Encouragement 
of shipbuilding. 

Training of 
seamen. 

1902 


• 




£ 

626,033 

£ 

69,039 

£ 

41,992 

£ 

1,021 

1903 


« 

• • 


• • 

646,437 

81,915 

44,693 

1,021 

1904 



« • 


» « 

211,390 

2,891 

20,701 

610 

1906 


M 

• « 


• » 

170,003 

8,409 

58,609 

610 

1906 


• 

• t 



486,915 

100,350 

. 60,473 

610 

1907 

f 

• 




716,225 

98,182 

69,146 

510 

1908 






700,216 

137,466 

154,102 

610 

1909 


• 

4 4 



815,621 

282,061 

104,274 

510 

1910 

0 

4 


« • 


1,002,147 

185,211 

114,090 

510 

1911 


• 

• 4 

e • 

• « 

1,116,922 

168,107 

112,696 

610 


Year. 

Subsidy to lifeboats. 

Subsidy to Konan 
Steamship Co. 

Total. 






£ 

£ 

£ 

19® , 

f p 


. 

. 

2,041 

875' 

741,001 

1903 . 

9 4 

• * ,• 


. 

2,041 

2,641 

778,748 • 

1904 . 


• 


. 

i,®i 

3,675 

?40,188 

1906 . 

* « 

• • 


. 

1,021 

, 3,669 

242,221 

1906 . 


- *' . 

* * 

, 

1,021 

4,211 ‘ 

642.480 

1907 . 




. 

2,041 

.... 

886,104 

1908 . 

. 


* « 

. 

2,041 

.... 

994,328 

1909 . 


. 



2,041 

.... 

l,2p4,4(» . . 

. 1910 . 


. 


- 

2,041 

.... 

1,303,999 

1911 . 


• 

• 

• 

2,041 

^ K 

1400,075 
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Oral evidence c! Mr, WAICHANB HIBAOHAND, representative of tlie Seindia Steam Navigation Company, Lid,, 

Bomliay. 


28310. President — Q. You represent tlie Seindia 
Steam Navigation Co., Ltd.? 

A "Yes. 

2B311, Q. When was this company established? 

A. At the beginning of March or April 1919. 

28812. Q. Yoi'. have given a very interesting history 
of the establishment of the shipping industry in various 
countries and it appears to me unnecessary to take you 
over all that important information. I should just 
like to ask one point about it, and that is whether the 
various statements you have made as regards the 
directions in which the various countries took action 
for establishing the shipping industry are based on 
authoritative information? 

i. Certainly. Most of it I have got with me. I can 
quote chapter and verse for most of them. If you like 
I will send those to you. 

28313. Q* If you send it to the Secretary, we shall 
be obliged. It should be very interesting. I do not 
wish to take you over all the statements : it is suffi- 
cient to know that they are authoritative. 

A. May I state ‘they have all been taken from blue 
books? 

23314. Q, You think for Indian conditions it is of 
great national importance to establish the shipping 
industry in India? • 

. A. Yes. 

28315, Q, You think that even free trade England 
has taken measures of the kind indicated by you to 
establish and maintain the Mercantile Marine of the 
British Empire? 

A. Yes. For 200 years, from the time of Cromwell, 
Great Britain was the" most drastically protective 
nation that ever existed. Even now vi>ile she hi 
professing free trade she is protecting herself wherever 
she is finding it necessary. J have given the instance 
of the loan on easy terms given by the British Govern- 
ment to the Cunard Line for building the “ Lusitania 
and the Mauretania.” £40,000 was given for 
carrying bananas from Jamaica to England, Thase are 
the various methods by which she has been protecting 
herself. 

23816. Q, £40,000 paid by the British Government? 
A. Yes. 

28317. Jamaica Government or the British Gov- 
ernment? 

A. The British Government paid £40,000 a year for 
carrying bananas from Jamaica to England. 

28318. Mf. Mani. — Q, Paid to whom? 

A. To a British shipping company. 

28319, Sir Montagu y7ehh » — Can you give us ^ 
reference in that case? 

A, 1 will send all these references. 

23320. President, — Q, I do not want to ask the wit- 
ness for an the references now. If there is any parti- 
cular one which any member wants he can ask for it. 
The witness in the written statement has dealt with 
America, Prance, Italy, Switzerland, Japan, Austria, 
—in fact the whole of the civilised world. If T am to 
examine Mm' on all these points there is hardly anv 
time. 

A. As it is we have got to be content with getting it 
written. If there is any particular point you may 
ask for it when you examine him. I would rather not 
go into this matter at this stage. 

S8^L Q* you think that the Indian Govem- 
Medt ' sllo^d^reoo the principle of State aid to 
”„m©r<shant"sHpping and ^ve immediate effect to it 
' and you advocate that such State aid should be given 
in Ihe directions which you have indicated. You 
want ship-building yards to be constructed in India 
'an| foy construction purposes cheap ^ loans, construc- 
‘ navigation bounties, reservation of the 

^ese to be ^ven.by the Government, 
he’ better if India wished to establish a 
that she should take advantage of 
the re^ steamers now available instead 

of building ships ^eatet'Oost? 

A, The caser is rather of y&tg Ui^^t importance. 
To build a ship now it will a dead Weight 

ton, but we can buy S' brand hew boat at the- rate 
of £10 a dead weight ton.' This is the most' opportune 
.time to establish an Indian mercantile marine by 
going in arid buying ready made* ships. If we go m 


and buy 70 boats it will cost us 5 or 6 erores. The 
whole of our coastal trade can be handled by these 
70 boats. It will cost us 80 per cenf.. more to build 
these ships. . , , , , . . , 

23322. Q. Your object in establishing a shipping yard 
is for the permanent advantage? 

A, Exactly. 

23323. Q. The immediate need can be supplied by 
buying ready made boafe? 

A. Yes. 

23324. <3. Then, as regards the coasting trade your 
idea is to reserve it in course of time exclusively lor 
Indian ownership and management? 

A. Yerv emphatically, I want Chat. 

23825. 'Q, Until the entire coasting trade is reserved 
for Indians, you want the Government to give you a 
working subsidy during a certain period? 

A. In the initial stages when this rate-cutting ^ or 
the strangling process of the vested interests Is going 
on, I want the coasting trade to be dosed to them 
entirely after a certain period. 

23326. <?. You say that the distance from Bangoon 
to Bombay is 2,107 miles and you want for that voyage 
a subsidy of Bs. 12,000 for a steamer of 3,000 
tons. Now, what would be the total freight from 
Bangoon to Burma if a steamer sailed from Rangoon 
to-day carrying rice to Bombay? 

A. That varies. The normal freight when we ivent 
into the shipping trade of Rangoon was Bs. 18. The 
moment we went in Ihe vested interests, we may call 
them the Conference lines, or conspiracy lines, at 
once reduced it to Bs. 10. They reduced the rates 
in order io kill the Tiidinn eompanv. The actual 
operating (*osi U* us was Bs. 11-8. I think to them 
nko it micdit be somewhere near fhaf^poeslhly higher 
on account of their bigness or inefficiency. If ive take 
Bs. lA, the current rate, and if yon give us Bs. 2 
per gross ton, which we ask for, it will enable us to 
meet our actual operating cost. Bs. 2 Is 28 per cent, 
of the current freight. Our actual operating cost at 
present is Bs. tl-8. 

28327. Q. They mav reduco the rate further? 

A, They have done some remarkable things. Tn 
one case thev not only did not charge anything* but 
presented a hnndkercinef to each of the pasaengera, 

23328. 0* Tf they do so again, how will you compete? 

A. That is where the Government comes In. T 
want their trade to 1»e restricted. Every year 15 or 
20 per cent, of fhe non-Tndia tonnage should be re- 
duced : the licenses given to non-Indians should be 
reduced. 

23329. 0* You say that Japan has restrlct«>>d her 
coastal trnde to vessels carrying tlie Japanese flag. 

A. Not onlv Japan, hut even America has done ft 
verv drnsticallv. 

23830. Q. Gan you give authorities? 

A. Any amount of authorities. 

23331. Q. Are thev authoritative? We had repre- 
sentatives of the Japan Cotton P?pinners* Assofdation 
who said that there is no such restriction? 

A. T can send you the whole literature. 

23.832. Q. Then vou w^ant further assistance for the 
foreign sea-borne trade and yon %vant to Btate to p&y 
ihc Ruez Canal and Banama Canal dues? 

A. Everv nation is doing it and oven Great Britain 
is doing it. _ 

23333. Q. Then vou want special subsidies? 

A, Only to-day T read in fhe papers that America is 
going to give a siibsfdv of 32 million dollars, which 
comes to 12 erores of rupees, per year to American 
shipping. Tn addition railways can give preferential 
rates to goods handled bv American ships. This comes 
to al>out 40 per cent, reduction of the rates. It Is also 
provided that not more than 50 per cent, of tlie 
immigrants may be transported in foreign, ships. 

23334. Q. You want in addition to preferential rail- 
way rates for goods carried in Indian bottoms, a rebate 
in the import and export duties on goods earned In 
Indian bottoms? 

' A, Yes, All these cases cannot and need not be 
applied tp every single individual boat. Bach indivi- 
dual line cati he considered bv itself and such Items ns 
seeni necessary imy be applied. I do not want all of 
them to be applied*^ every boat. ^ 
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'28335. Q. Then you advocate nautical colleges and 
provision of training ships at important centres? 

A. This is most essential. 

23836. Q, And you suggest that every step should 
be taken to recruit Indians for service in the Eoyal 
Indian Marine? 

A. Yes. We have started on a small scale, and we 
want Government to come to our aid, — ^not to the full 
extent, but if Government could train for us 23 officers 
that would do. 

28887. §. Do you realise that the giving of all the 
concessions that you ask for will mean a very heavy 
burden on'' the Indian tax-payer? 

A. No : I do not think so at all. 

28888. Q, Where is all the money to come from? 
Will it not be a heavy burden on the Indian tax-payer? 

„ A. Are you referring to the capital outlay? 

2888*J. Q. In para. 0 (a), (b), (c), (d), of your 
written statement you have onuihorated all the various 
concessions that you require. I have taken the cumu- 
lative effect of ail these stages, which are not altei- 
native but cumulative. Would it nob be a very heavy 
burden on the Indian tax-payer? At present' India is 
being served by competitive steamers. At j)resent 
India has no mercantile marine. At present we are 
getting our overseas trade carried by various foreign 
lines. 

A. For their own benefit. 

288i0. Q, Our trade is being carried on competitive 
lines. Nobody has got a monopoly so far at least as 
our overseas trade is concerned. Now, I ask you 
whether we will have to pay more for maintaining and 
subsidising an Indian company or companies, — ^you do 
not want a monopoly : you want Indian companies to 
compete amongst themselves on the strength of all 
these various concessions. If we have to pay moro 
obviously it will lead to an excessive burden on the 
Indian tax-payer. You have either to admit that it 
will be a heavy burden or that it will not be. Please 
answer. 

A. The cost should be negligible. There might be 
a slight additional burden, but it will be negligible; 
That sacrifice must be made. The burden will remain 
only for a short time. The sacrifice will be negligible 
in comparison with the orores of rupees we pay every 
year as freight.- The Japanese figures I have given 
will show how Japan benefited in course of time. 

' 28M1. Q, We do not know how much Japan paid in 
the initial stages. If you are prepared to work out a 
scheme and send it to us, we shall be very glad because 
At will help us. But assuming that there will be a 
substantial burden your view is that in the national 
interests, in the interests of the safety of India, it is 
essential that the tax-payer should pay this money. On 
that basis you have put forward these proposals? 

A, It is not substantial, and even if it is substantial 
that sacrifice should be made. 

23342, .Sir Manakjee Dadabhoy, — Q, I quite agree 
with you, Mr. Walchand, that ship-building is a very 
essential industiy and that an Indian mercantile marine 
ought to be raised as far as possible. I am quite in 
agreement with that suggestion. I also see that there 
is a great deal of force in the different methods by 
which you seek the state, aid. But you know that it is 
s very formidable catalogue of demands that you have 
made. You cai^ot get all these demands; it is im- 
possible at present. But if it was possible to do any- 
' thing in any one of the directions I want to know to 
' which you would give preference? 

c^Ali-In the first place I do not think it is impossible. 
1 would give preference to reservation of the coasting 
, trade entirely to Indian boats. 

23848, Q, Now, you know that at present freights 
' aare* yeiyAow. Freights go a-begging? • , 

, . ' A. Yes," - 

^ "28344* You also know that ships are numerous at 
.present. At one time it was apprehended that there 
Would be, a dearth of ships, but now we find that there 
are more ships than are actually required? 

^ A. Yes. 

23345. Q, And you also know that India being a 
country relying on foreign imports it is essential in 
the interests of India to have cheap freights? 

A i ^Belying on foreign imports or relying on her 
exports? 

28346. Q, I will come to exports later on. At pre- 
sent we are not a manufacturing country? 


A. But we are going to be in a short time. 

28847. Q. That is what we are struggling to do, bht 
at present we are not. At present our necessity is to 
get the foreign articles that we consume in this coun- 
try as cheap as possible, and it is for that purpose that 
wo require cheap freights? 

A. Yes. 

28848. Q, But freights liave considerably fallen at 
present. In fact I understand they are 30 per cent, of 
what they used to be. Is that so? 

A. Are you referring to the pre-war rate of freight 
or the war rate? 

23349. Q. I refer to the rate that existed tw^o years 
ago* 

A. That is the height of the boom period imme- 
diately after the Armistice. Lot us, however, assume 
that it has fallen to 30 per cent. I do not understand 
the question. 

28350. Q, They liave fallen to tliis extent. In view 
of this fact, if we subsidise Indian boats what w'ill be 
the position? 

A. QAiis is only due to ihc world- wide depression : 
this is only a temporary slump. Even if we do not 
make money and even if we continue to lose, in the 
interest of the nation we ought to have a mercantile 
marine. 

28851. Q. How long will you take to get a marine? 

A. I have said 5 or 7 years, but w^e ought to do 
it much quicker. 

28352. Q, Is this the ideal time? 

A. It is the most ideal time. 

28358. Q. It is the ideal time so long as w’e can pay 
5 or 6 crores I 

A. I do not want the Government to find the 5 or 6 
crores. I want the Government to give protection. 
Wo can then get the 5 or 6 crores. 

23354. Q, Then you. will get it! Of course you will 
get this, because where freights are 10 shillings we 
shall have to pay about £1^. 

A. No: not as much as 200 per cent. I hav6 asked 
you only Bs. 2 per ton. Instead of 10 shillings you 
would be paying 12 shillings. 

28855. Q, Instead of suggesting these diverse means 
wdiich are impossible to carry out, why don’t you say 
in so many words “ Let the Government of India give 
a bounty of 20 per cent, to Indian ships?” 

A. I do not think it is impossible in the first instance. 

If I am asked to make a choice I have said I would 
prefer reservation of the coasting trade, 

28856. Q, Then, why don’t you give precedence to 
the reservation of the coasting trade? 

A, I was looking to the long run of the thing. 

23357. Q. We all agree. I do not think anybody 
will disagree with you. The question at present is one 
of possibility. 

A. Would you rather desire me to make it more 
emphatic and say that reservation of the coasting trade 
is the most important? 

23858. Q. Yes. With regard to the reservation of 
the coasting trade, you have spoken about the con- 
spiracy, — will take your word. How can you get rid 
of those vested interests? Shall we stop those com- 
panies from working? Shall we say that the existing 
companies should not be allowed to trade? 

A. Surely I say so. Every other country has done 

SQ. 

23859. Q, That means you^ will have to pay com- 
pensation? 

A. Every other country has done it without paying 
compensation. 

28360, Q, Where the company is newly started I 
can understand that. 

A.' There are companies trading in my sholes, I tell 
them “ Don’t you come,” There is no agreement on 
the "part of the Government, Government can tell 
them ” Don’t come to our shores.” They would b© 
perfectly justified if they said so. 

28861. Q, You make that difierence between non- 
Indians and foreigners. Do you include the Britishers 
among the foreigners? 

A. An Indian company is a company having 75 per 
cent, of its capital in Indian hands and having on its 
directorate 75 per cent. Indians. 

28862. Q. That is in regard to the new companies 
that may be started? 

A. I am talking of the existing companies : they have 
to be eliminated. 



Mr. SeBhagiri Ayyer, — ^Tliey have no vested interests ; 
they are vested interests that come in the way of our 
national development. 

23363. Mr. li. A* Mant, — Q. You have asked for a 
number of concessions. Many of them seem to me 
hardly to come within the scope of this Commission, 
So I am not going into them all. I am only going to 
ask you about the one concerning the tarifi: policy. 
Y'ou say ; ‘ ‘ All these advantages will accrue if the 
Indian vessels are, as mentioned below, favoured by a 
reasonable manipulation of the tariff rates considered 
essential for the proper development of the industries 
of this country.” I am not quite sure what manipula- 
tion of the tariff rates you are referring to here. In 
your subsequent proposals I do not find that clear. 

A. By manipulation of tariffs, I may cite the instance 
of the United States. They charge a duty of 10 per 
cent, on goods coming in non- American boats. But 
if the goods come in the boats of their own country 
they get a reduction of 5 per cent. I want a similar 
manipulation in India. 

23364. Sir Montagu Wehb. — Q. Tariff on goods? 

/I. It amounts to import duties. 

23365. Mr. Mant, — Q. Is it not at so much per ton? 
Or is it 10 per cent, on the value of the goods. 

A. 1 think so. 

23366. jSfr Montagu Webb. — Q. It is preferential im- 
port duties based on shipping. The Secretary may be 
able to find out what it is. 

A, I have got a small extract from the American 
Morohaub Marine Act of 1920 otherwise known as The 
J onos Act, It will be seen therefrom that 10 per cent. 
ad oalorem duty is imposed on all imports in vessels 
not of the United Stares. All imports by water are 
forbidden except in American vessels or vessels belong- 
ing to the country from which the imports originate. 
But this does not apply to cases where the nations do 
not maintain a similar regulation against the United 
States Vessels; but a 5 per cent, discount is allowed on 
all duties on goods imported in American' ships. 

23367. President. — Please read it. 

Sir Montagu Webb, — ^I think the witness may place 
the reference with the Secretary. 

President, — Yes, 

23368. Mr. Mant, — Q. Do you know of any other 
country which gives special tariff rate or rebate to 
goods carried in its own vessels? 

A. As regards coastal vessels almost all countries 
except the IJnited Kingdom. 

23369, Q, I am not asking about monopolies coastal 
trade. It is a question of rebate of import duties on 
goods carried in their own vessels. 

A, Almost all nations, I remember Portugal very 
recently passed an Act like that. Portugal is the 
latest example. I think Mexico has done a similar 
thing. 

23870. Mr, T. V, Sesha'giri Ayyar, — Q. On this point, 

I think I remember to^ have read a Beuter ’s telegram 
suggesting that even in England there should be some 
sort of thing like that. It is the resolution of the 
Chamber of shipping. The Chamber ‘urges the Govern- 
ment to direct their attention to a foreign Government 
which has recently adopted or threatened to adopt, 
measures of “ flag discrimination,” pointing out the 
prejudicial reactions of such measures on the trade of 
the world' and the unreasonableness of expecting a 
continuance of free navigation and equal trading rights 
, hitherto accorded by the British Empire in face of 
" hb3*kfurto its shipping’. 

-. r refers to Portugal. 

. ‘Qi; Yes. The Chamber of shipping is now 
:'adv6cathi^ the pressmg .necessity of the English Gov- 
emment td pass a similar law. - ' 

, j 1. I thii^ they go furilier.' !Hiey want -to restrict the 
...wastal trade to English and Brilidi ships’. JdWiough 
of oUr coastal trade, is carried- in Btitish 
• toy; want to whole coastal trade s^ld be 

®«^sh inolndes 

last year .was 

28378. Mr. T. "V. SesBagtft 

States can impose snofr a law, you- would ®£e 

to have a similar law ij» India' wliere to-feade,-^ jn its 
infancy. I take it that tot is your pdtom. 

A, Yes. - 


23374. Q- In answer to the President you suggested 
the imposition of further taxation in order tiiat the 
shipping industry may be developed. ^Vould you in 
addition impose upon foreign ships whicli visit your 
ports a duty which would serve _as a fund for the 
purpose of giving bounties to Indian ships just as is 
being done in South Africa? 

A. Yes. When I said tot the burden will bo nil, 

I had that in my mind that this addition^ revenue 
which* was to help us should be got from foreign nations 
who had benefited for the last 50 years or hundred 
years. 

23375. Q. I believe your idea is that the Indian 
steamers when they are formed should form a sort of 
Conference as is being done in Japan and that there 
should be a particular rebate given to the goods which 
are carried by them. Is it not .so? 

A. I do not wish that the Indian companies should 
form a conspiracy or confei’ence just as other non** 
Indians have formed. I do not think I have ever 
mentioned that. Rebate is sometimes a most 
pernicious system. 

23376. Q, You don't want that? 

A, Ko. 

23377. Q. A witness from Japan gave an instance of 
a Conference in which the Japanese ships have prefer- 
ence for coasting trade. lie said that only certain 
coasting steamers which enter the Conference are en- 
titled to the coasting trade and that others cannot. 

A, That means that Japanese boats do not make any 
discrimination between particular Japanese boats. 

23378. Q. All those who enter the Conference iiavc 
got the benefit. My point is this. If such a C’on- 
ference as that u'ere inaugurated, would yon like in 
take any British Steamship companies also in that *? 

A. It is not a question of our taking them hut if is 
a question of their coming in. I do not think it is 
feasible. Wo want to eliminate thexn altogether. 

23379. Q. In Japan they are allowing it‘? 

A, I am not sure, I think not in the coastal trade. 

23380. Q, In paragraph 3 you say “ not only enures 
of rupees are taken out of India by nou-Indian ship- 
ping companies by way of freight year after year, hut 
the children of the .soil are deprived of an iniporlant 
field of national activity.” What do you moan by 
crores of rupees being taken away from India? 

A, Exact statistics of freight are not now available. 
From the total value of trade and the total tonnage 
I Gstiinatc roughly in freight alone about 30 crores of 
rupees are paid by India to non-Indian companies, out 
of which roughly only about 15 crores are spent in the 
country and that too not in the interest of the country. 
The other 15 ci'ores leave the shores of India and 
go to Leadenhall Street. All these 15 crores could 
have been kept in India for India’s good for the 
last 50 or 100 years. 

23381. Q. In paragraph 7 you say, ‘ according to the 
Report of the Shipping Committee appointed by the 
Board of Trade in England and published in 1018, the 
British Shipping interests have strongly urged the 
reservation of the coasting trade of India and Burma 
to the British ships alone.’ I believe your suggestion 
now is that the Indian Government should pass an 
ordinance to the effect that this coasting trade should 
be reserved entirely for Indians? 

A, Certainly, as almost all other countries have done. 

23382. Q, In this coasting trade do you include river 
navigation also? 

A. I do not, because the Government statistics 
exclude it. But I am strongly for ike elimination of 
vested interests. The river trade is now in the hands 
of non-Indians. 

23383. Q, Do you think it is possible that the Indians 
would be able to find capital to have these ships? 

A. Immediately protection iiS given you will posribly 
find some companies starting in a V^y short time, 

23384. ‘Mr, 'Jdmnadas Dwarhadas , — I understand 
from your statement that there are ^hree things which 
you wmt from (^vermnent, (t) tote aid for sMp4)uild- 


wMcii I lb* deal 

to eaeo^^men* of to dlipi-buaaSlig 
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European. £rm doing it in India with a rupee capital 
and an Indian firm, 

il. 1 do make a distinction.' I think there must be 
7o per cent* of Indian directorate which automatically 
will bring an Indian managing agency. 

23380. Q, You would make that distinction? 

A, Certainly. 

23387. Q, You do not' think that the establishment 
of ship-building industry in this country by any agency 
will be of advantage? 

A, No; I would rather not have it: 

23388. Q. You will admit that the English shipping 
companies have considerably helped the development 
of Indian trade and industries. 

A. For their own purpose, for the purpose of 
exploitation. 

23389. <3* Iii<lia has not suffered by them? 

/i. Considerably. If we had our own mercantile 
marine we would have improved many more times. 

23390. C* How many Indian steamships are in exist- 
ence? 

A. Bather put the question, how many have been 
allowed to exist? Everything born was killed by these 
vested interests, killed by direct and indirect and all 
sorts of methods. I just now gave an example of how 
. the Scindia Steam Navigation Company was attempted 
to be strangled. 

23391. Q, Suppose the Government gave you the aid 
that you propose and made a distinction between Indian 
and non-Indian companies, would it not be tantamount 
to giving a monopoly to a single company or one or two 
companies who may combine? 

A. Not at ah, it is against nature. Many com- 
panies will be coming in. 

, 2B392. Mr. Ooyajee,-^Q. Has any British Dominion 
excluded British ships from their coastal trade? 

A* They have encouraged their own mercantile marina 
by very drastic measures, Australia gave five million 
sterling to build its own boats. Canada is more or less 
doing the same thing. They have got mercantile 
marines of their own. But we have got nothing. 

28393* Q, Have they excluded British shipping at 
all? 

A, Not as far s.s l am aware. 

28394. Sit Montagu Wehb.—Q. I have some concern 
with some of the chief shipping companies in the 
world; and I have read your statement with very great 
interest. I think the various concessions- for which you 
k a.sk do not appear to come within the purview of this 
^"'"Commission and it occurs to me whether would it not 
simplify matters if we were to ask the Government 
simply to straightaway give a guaranteed dividend of 
25 per cent, on any money invested in the shipping 
industry. I think that would simplify the complica- 
tions- Would you not have a guaranteed return in 
preference to the various bounties which you suggest? 

A. Yes, but not 25 per cent. 

23395. Q.' You can modify the figures? 

A. Yes, say 10 per cent. 

23396. Q. To simplify the working of the details of 
these possible concessions we can do this just as they 
do in railways. 

A, W© might do that. We find that even feeder 
railways are going to get 7 per cent. 

23397. SiT Edgar Holberton. — Q. Are you the mana- 
ger of the Scindia Steam Navigation Company? 

A. I am one of the Directors, I am not a manager. 

23398. Q. You are not the managing Director? 

A. There is no managing Director. It is a firm of 
nnanaging agents, 

* ^'23399. Q, You are a, partner of that firm? 

’ A. I do not con^der myself a partner. I am a sub- 
partner. I have actually to do something with the 
executive functions of the managing agents. 

23400. 0. You ,are the person who is most directly 
interested in the management of this firm. 

i. i won’t put it so strongly as that. I am looking 
after the affairs of the company in conjunction with my 
colleagues'. 

23401. Q. I suppose you have been interesting your- 
self in this company from its- beginning. 

A, Yes-. 

23402. Q. You have been in trying times with freight 
^wars and other things that may be considered unfair 
" competition. 

A. Yes. ^ 

^23403. Q, I am inclined to think that the trying 
times you have had in connection with this 


have made you a little bitter against other steamship 
companies in general. 

A. The experience of even those times before our 
company came into existence is exactly the same, if 
not worse. One cannot believe the history as to the 
way in which the Tuticorin Company was killed by 
the vested interests. 

23404, Q, I believe that for the last 50, 60 or 70 
years India has been served with steamship services 
which have carried her goods from port to port and 
from ports to foreign countries and from foreign coun- 
tries to this country to the general satisfaction. 

A. I am not prepared to say that. I just replied ^ . 
Mr. Janmadas Dwarkadas that it was done m their 
o\m interests* 

23405. Q. Do you say that the shipping trade has 
not been carried to the satisfaction of the country for 
the last 50 or 60 years? 

A, It has not. 

23406. Q, Can you tell me any point in which they 
have not given satisfaction? 

A. In the case of shipping it has not got a single 
Indian officer. 

23407. Q. 1 am talking of trade. I am simply a 
merchant. There is no racial question in my position. 
Can you tell me in what way the company has fared 
in the matter of carrying goods from port to port? 

A /it has not been in the interests of the coimtry 
in the first instance. 

23408. Q, Indeed? 

A. It has been in the interests of the English. It 
might have been helpful to the average Indian trader 
who is interested in the import and . export of goods. 
But to the nation at large it would have been much 
better carried by an Indian company. 

23409. Q. That is to say more cheaply and more 
safely? 

A. Naturally it ought to be cheaper, 

23410. Q, And more safely? 

A. I do not know what you mean. 

23411. Q. The question of insurance is a big question 
foi merchants. 

A. If it is only msuifance, certainly. If you are 
referring to the protection by the navy, that is quite 
a different thing* If by safety you mean insurance 
we should have done better. 

23412. Q. Then for the last 50 or 60 years the prope^r 
facilities have not been given to merchants for the 
transport of their goods from India. Is that your 
position? 

A. It would have been better. 

23413 . Q, In what way? 

A. Cheaper and safer and in the interests of the 
Endian trade. * 

23414. Q. That is to say these ships have been 
charging too much? 

A. Yes. They were running very expensively and 
charging the merchants too high a rate. 

23416. Q. The Indian shipping is yet in its infancy. 
Nobody has been able to compete with European 
shipping. 

A. Because of the apathetic or non-Indian 
Government. 

23416. < 9 . You say British shipping is expensive, yet 
there has been no opposition to that? Why? 

A. Because of the vested interests; because the 
Finance Commissioner was the brother-in-law of the 
ship-owner or something of that sort. 

23417. ^). What advantages have these people had? 

A. What have they not got? 

23418, Q. Tell me plainly what advantages they get 
and don’t generalise, I am talking as a representative 
of the shipping company. You say that they have 
unfair trading advantages and that is why they have 
been able to carry on the business extensively. 

A* Do you want concrete instances and names? 

23419. President. — Q. Please give only instances and 
not names. 

A. I w^ent to the Rice Commissioner XYZ. I told 
him “ I am prepared to carry your rice at the same . 
rate as my competitor, I am an Indian, paying my 
full Itidian income-tax.” I was refused. Not only 
that, I was definitely told ” I will continue to patronise 
my countrymen.” 

23420. Sir Edgar Holberton. — Q. When was that? 

A. At the beginning of 1921. 

23421. Q. Let us pursue this point. How much 

■won to nOt.'WmO ! '»■ 



A. 1 will have to refer tp' my books. 

23422. Q, Probably the man had 260 tons to trans- 
port and be wanted to employ the man who would 

oarry so much. . . 

A. There was no such justification. We nave 
sidered from ail points of view and I don’t think that 
there was any such justification. , ^ i. j 

23423. Q. You think that you were badly treated by 
Oovernment officers. 

A, Every day. 

28424. Q. For 60 or 70 years? 

A. I know of many oases from my own immediate 
experience. X can multiply them to any extent if I 
am to collect my information from the records of the 
last 60 years. 

23426. Q. Do you consider that this mterest which 
has served India, badly you say, for 70 years should be 
removed by a stroke of the pen, that is to say, the 
“ permission to the British and foreign Shipping 
Companies to ply their present tonnage on the coast 
of India should be given on the basis of an annual 
reduction of their tonnage by 16 to 20 per cent.” 

A. As every other country has done. 

23426. Q. Every other country has done? 

A. They have restricted the coastal traffic. 

23427. Q. These ships belong to the British Emphe. 
They have been customed and built up on Indian 
trade. They are not foreign ships coming from Japan. 
Their business has been built up in India with the 
encouragement of Indians for the last GO or 70 years. 
These people have been of great advantage to India, 
that is the epinion*they have carried. 


/I. I am not one of tbcni fortunately. 

•23t28 Q. But you sue these liwUan shttrehoUlcrs, 
British snarehoUers and all sorts of people. 

A. There is no Indian shareholder. 

234-29. Q. Kot on the B. I. B. N. Co. 


A. Ho. ^ 

23430. Q. As regards the l\ A O. , 

A There may be a low stray Indian sharehtdders. 
23431. How we are getting to the ponil. 
these people have their vested interests, you want tu 
get rid of tliem. 

A. They deserve to be. 

23432. Q. On purely racial grounds? ^ 

A. For the development of tlie country itself. 

n Vnn fti'A not eoiiiff to heh> tlio country at 


all. 


A. Why not. 

23434. It is BO use telling me thai. 

A. I only believe what I am telling you. 

23135. Q. You want to do away with all the vcsttnl 
trusts which for GU years iilitnl up the gap uhen 
nobody was in the field. 

A. Nobody was allowed to. The children of the mil 
were never allowed to do that. 

23436. Sir Muntaga Q. As a representative of 

several shipping lines with 30 years’ experience laduncl 
me, may I say that I know that tlinse iincs hav.* been 
competing with each other -aith the greatest goodwilU 
that they have been frequently run at a loss and that 
I have never known in the whole of my experience any 
racial distinction being made. 

A. They were all of the same race. 
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Copy of a letter, dated the 17th March 1922, from the Sdndia Steam Navigatioa Company, Idmited, Bombay, to the 

Secretary, Indian Fiscal Commission. 


23437. During my evidence before the Indian Fiscal 
Commission in Bombay, the President asked me ” what 
will be the cumulative effect of the demands set forth 
by you in paragraph 9 of your written statement ’ ’ and 
further added ” will it not involve a further burden 
of taxation on the country ”? In reply I observed 
even if it involved a 'fresh burden of taxation on the 
country, it must be faced. Having regard to the 
national importance of the industry I believe such 
sacrifice is necessary,” I further remarked “it is 
possible to devise a scheme whereby funds required 
for meeting the demands made by me can be found 
to some extent without the burden of fresh taxation.” 
The President thereupon requested me t‘o send to the 
Commission the scheme I had in view. I have, there- 
fore, now the pleasure to set forth my suggestions in 
this connection. 


23438. As I observed in my answer to Sir Maneckji 
Dadabhoy 1 give the first place of importance to my 
demand for the reservation of the Coasting Trade. ] 
have suggested that the entire coasting trade of India 
and Burma should be reserved to the Indian Shipping 
at the end of 7 years preferably at the end of 6 year;, 
and that during^ the period subsidies should be given 
to Indian Shipping on certain conditions. I may here 
correct the eiror in line 14, clause (h) of paragraph 
9 of' the written statement. Instead of the words 
gross ton ” they ought to read “ net ton From 
me aimud statemMit of the coasting trade and naviea- 
otBrdaA Jjadia, I calonlate that roughly 40 to 60 
iak^ of tons of cargo are carried every year on the 
As I have suggested • that permission to the 
British pd Foreign Shippmg Companies to ply theii 
coast .of India should U given 
1 « f amual reduction of their tonnage bv 

that about ten to 
he required for subsidising Indian 
Shij^mg on the coast during the first year, aboui 
rupees twenty lakhs second year, about thirty lakhi 
forty IsOchs fourth year, S S 
fifty la^ fifth year. No subsidies are to be given a1 
the end of fi^ years when the entire 'coasting trad< 

rwervBd to Indian Ship 
ufi:' ^-n Jherefore, comes to. this that about Rs ill 
^ ^ subsites « 


28439. The next point of iuiportanee is the .stroiigth- 
ening of the position of Indian Shipping in the inter- 
national trade. It cannot bo done fully without the 
direct aid of the State and I am of opinion that even if 
fresh burden of taxation is necessary it must be faeecL 
1 may further observe that the principle of State Aid 
has already been accepted by the Government of this 
country so far as land transport is concerned. During 
the first 42 years from 1868-69 to 1899-1900 the Gov- 
oimnent paid out of the revenues of the country on 
an average nearly Bs. 1,86,00,000 to the Bailways 
merely to ineet the payment of the interest guaranteed 
on their capital. In other words without this subsidy 
of nearly 2 crores of rupees every year,— not to say 
anything of the huge loans raised by the Government 
themselves for the extension of the Bailways— the 
Railways of this country would not have come into 
existence. I may also invite your attention to the 
fact that the Government are now going to spend 
nearly 30 crores of rupees per year for the next 6 years 
for the Bailways of this countiy, while it is a debatable 
point 'whether the Railway police of the Government 
has adequately benefited the economic life of the 
Nation. I do not ask the Government at present to 
spare such huge sums for the development of the 
Indian Shippmg which is so vital to the full economic 
growth of this country, I do not want them to levy any 
fresh taxation at present. I only want them to make 
a fair beginning in this direction without the burden 
of fresh taxation by giving subsidies to Indian ships 
on tivo specified lines : — 

(1) India to U. K. and Continent. 

(2) India to the far East and America. 

Bs* 30 lakhs to begin with may be set apart for this 
purpose every year. In five years we shall, therefore, 
require Rs. 160 lakhs for this purpose. As soon as the 
coastii^ trade is reserved, the full proceeds of nearly 
60 lakhs of rupees per year being the amount of the 
tonnage tax on ships referred to below should be 
utilised for subsidising specified lines in the foreign sea- 
borne trade. ^ 

T> roquiromonts of 1 and 2 above 

Rs. 300 lakhs shall have to be found in the course of 
the next five yeans. My suggestions to raise this sum 
are as under 

- ^441. Aecording to the reports of the Calcnite, 
uacLras, liarachi, Bombay and Rangoon Port Trusts for 
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the year 1920-21, I find the tonnage shipped and dis- 
charged at these ports exceeded 170 lalchs of tons, not 
to say anything of the tonnage shipped and discharged 
at other ports in India. I suggest that a tonnage tax 
of 8 annas per every ton of cargo shipped or discharged 
at any of the ports in India and Burma be levied and 
made payable by the ships shipping or discharging 
the cargo. This tax will work out at less than 
per cent, on the total value of the foreign sea-borne 
trade. I pro|pse to exclude from this tax all cargo 
carried in sailing vessels and native crafts as well 
as all cargo carried from one port to another on the 
coast, I, therefore, make a liberal deduction of nearly 
50 lakhs of tons from the quantity stated above. This 
will leave us 12,000,000 tons as taxable tonnage which 
will* bring us a revenue of Ks. 60,00,000 per year. In 
five years this tax will, therefore, yield us 
Bs. 30,00,00,000. No new machinery will be necessary 


for its collection since the Port Trust may be asked to 
collect the same. Extra labour that may be necessary 
for this purpose will not cost much. Without, there- 
^ fore, levying any further direct taxation on the people, 
we can get an increase of nearly Bs. 3,00,00,000 from 
the shipping visiting Indian ports during the next five 
years and thus bring about the reservation of the coast- 
ing trade to Indian Shipping alone and make a fair start 
for consolidating the position of the Indian Shipping 
in the international trade. 

23442. As regards the demand set forth in clause (d) 
of paragraph 9 having regard to the assurances given by 
the G-overnment at the time of the resolutions of Sir 
Sivaswami Iyer and Mr. Samarath in the Legislative 
Assembly I feel sure the Government will take the 
necessary action in the matter without any further 
delay. If any further information is desired, I shall 
be happy to give the same. 


Supplement n to Witness No. 144. 

Copy ot a letter, dated the 24th March 1922, from the Scindia Steam Navigation Company, Limited, Bombay, to the 

Secretary, Indian Fiscal Commission. 


23443. Memo, sotting forth the particulars of the 
authorities 'on the strength of which facts referred to 
in paras. 4, 5, 6, 7, and 8 of the written statement of 
the Scindia Steam Navigation Company, Limited, have 
been stated. 

1,' Pam, 4 (a) The system of granting deferred 
rebates has been declared illegal. Please refer to sec- 
tion 20 of the Merchant Marine Act of America — 
June 5th, 1920. This section is quoted in extenso 
separately and is marked A. 

(b) Beimbursement of the rebates by the Common- 
wealth Government Line of Steiamers. 

. Please refer to Circular letter issued by the Common- 
wealth Government Line of Steamers under the signa- 
ture of Mr. H. B.'G. Larkin, dated 18th August 1919. 
It states as follows : — 

“ In the event of shippers, taking advantage of the 
services of this Line * (Commemwealth Government 
Line of Steamers) and being penalised therefore by 
the confiscation of accrued rebates by' any Line through 
which they have shipped previously, the Common- 
wealth , Government Line is prepared to guarantee them 
against such loss, if they will sigh the annexed under- 
taking to give the Line the first offer of their future 
business.’’ 

The undertaking referred to .above is set forth in 
extenso and is marked “ B.” 

Please ;refer to the letter from Colombo appearing in 
the Times of India in’ its issue of the 9th .November 
1921, It refers to the answer given by Mr. J. T. 
Brennan, representative of the Commonwealth Govern- 
ment Line of Steamers to the question put him as 
to what would happen in case of shippers, who have 
contracted to ship by the conference Line of Steamers 
only, and who, by breaking their contract, would 
render themselves liable to a loss of 10 per cent, 
rebate, to which they would be ordinarily entitled. 

“ Mr. Brennon stated if any Conference' Line decided 
to confiscate their rebate, the Commonwealth Govern- 
ment Line would be prepared to compensate shippers 
who patronise their steamers.” 

Please refer to the interim report of the Imperial 
Shipping Committee on the deferred rebate system as 
obtaining in the trade between the United Kingdom 
and Australia. This report is dated ' London, 5th 
August 1921. 

Paras. 5 and- 6. Please refer to pages 2, 3, 13, 22, 
2*'?. 24. 25 33^, 36 and 37 of the Koport on Bounties 
and Subsidies in respect of ship building, shipping and 
navigation in foreign countries, 1913. This Beport 
was presented to both Houses of Parliament by Com- 
mand of His Majesty- 

Please also refer to the publication by the Depart- 
ment of Commerce, Bureau of' Foreign and Domestic 
Commerce, special Agent, Series No. 119 styled Gov. 
ernment Aid to Merchant Shipping by^ G. M. Jones, 
Washington. • ^ ' 

Para. 7. (a) The reservation of the coasting kacie 
of the United States, France, Italy, Austria Hungary. 
Spain, Belgium and Japan. 


Please refer to the publication styled Government 
Aid to Merchant shipping by G. M. Jones, Washington, 
1916. 

Page S7. “ All of the .coasting trade of the United 
States is reserved to ships operating under the Flag 
of the United States. Although the coasting trade 
was not expressly closed to foreign ships until the pass- 
age of the Act of March 1st, 1817, nevertheless, the 
much higher tonnage taxes levied under the Act of July 
20th, 1789, resulted in the exclusion of foreign 
shipping.” 

Also refer to section 22 of the American Merchant 
Marine Act of 1920. This section has been set forth 
separately in extenso and is marked “ C.” 

Page 1S6, “ Since the Acte De Navigation of Sep- 
tember 21st, 1793, coastwise trade between ports in 
Continental France has, with few exceptions, been 
reserved for ships under the French Flag.” 

” Italian ships were permitted under treaties of June 
13th, 1861, and November 3rd, 1881, to participate 
in the trade along the Mediterranean Coast of France 
and in the Algerian Coasting Trade. This exception 
ceased to exist July 16th, 1886, when the Commercial 
Treaty between France and Italy expired.” 

Page 167. “ The coasting trade of Italy has long 
been reserved for ships flying the Italian Flag. In 
view of the extent of the sea-coast of Italy and many 
populous cities located thereon, the coasting trade is 
important, and its monopolization is, therefore, a 
valuable privilege.” 

Page 186. It has been- the policy of Spain tc 
restrict the carrying trarle between Spanish Ports and 
between Spain and Colonial Ports to ships flying the 
Spanish ' flag. Thus Article 2 of the present subsidy 
law, that of June 14th, 1909, provides as follows : — 

Freight and 'passengers between Spanish Ports shall 
be carried exclusively by vessels under the Spanish 
Flag. 

Although the voyage may be extended to foreign 
Ports, the trade between Spanish Ports shall be con- 
fined to Spanish vessels.” 

Page 87. ” The coasting trade of Austria Hungary 
is not extensive, but it is reserved to ships flying the 
Flag of that Empire.” 

Page 12$. “ The coasting trade of Belgium, which 
is not extensive, is reserved to ships flying the Belgium 
Flag.” 

Page 214^ ” For a number of years the coasting 
trade of Japan, at least between the so-called ” Open 
Ports ” was open to the ships of other nations, but 
this privilege was withdrawn in the years 1910 and 
1911. The monopolization by the Japanese ships of 
the coasting trade of Japan has been a factor of some 
-importance in the develoj^ftient of Japanese shipping 
in recent years.” 

Please also refer to the following extract from Japan 
Year-book by Professor Y. Takenob, 1920-21, 

Page S74. “ Before the conclusion of Treaty revision 
of 1894, the coasting trade was open to vessels ^flying 
foreign Flags, hut by the revision this jprivilege was 
restricted to the conveyance of the passengers ' and 
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cargo between Nagasaki, Kobe, Yokohama, ami 
Hakodate In 1911' the restriction was extended and 
foreign vessels were prohibited to carry passengers and 
cargo between those Ports except on a continuous 
voyage. It should be remembered that the coasting 
trade of Japan and Great Britain is dealt with in the 
revised Anglo-Japanese Treaty, dated April 3rd, 
which provides that the trade should be regulated 
according to the laws of i^he United Kingdom and 
Japan, respectively.*' 

Please also refer to section 3, Japanese Ships Act 
No. 46 of March 1899, as revised by No. 68 of 1905. 
This 'Act is in Japanese language and the reference 
stated above as regards the reservation of the coasting 
trade was translated for me by Mr. Shima, Manager, 
Osaka Shoshen Kaisha, Bombay. 

Please also refer to the Beports of the Departmental 
Committee appointed by the Board of Trade to colli- 
der the -position of the shipping and ship building 
industries after the war published in London in 1918. 

Attention is drawn to pages 198, 194, 197 and 201. 

Page 19$. “ It should, however, he^ noted, that, 
although the coasting trade of the United Kingdom 
and the trade between Ports of the Empire were open 
to the Flags of all nations, British vessels were ex- 
cluded from the similar trades of the principal foreign 
countries, including Eussia, France and the French 
possessions. Holland and the -Dutch possessions, 

' Spain, the United States and the American possessions, 
Brazil,- Argentine and Japan.” 

(b) Beservation of the coasting trade of India and 
' Burma to British ships. Please refer to page 199 of 
the Beports of the Departmental Committee appointed 
by the Board of Trade to consider the position of the 
shipping and ship building industries after the war 
published in 1918. 

Page 199. “ The coasting trade of British India, 
like that of the United Kingdom, is open to t^ie Flags 
of ^11 nations. There is, however, a strong feeling 
among certain of our Eastern Lines that this trade 
should, in future, be reserved for British ships.’* 

As regards the statement “As a matter of fact, 
nearly 80 per cent, of the trade on the coast is carried 
only in British ships,” please refer to page 37 of the 
Beview of the Trade of India, 1920-21. 

Attention is also invited to Chapter 31 “ Govern- 
ment Aid to shipping and navigation in foreign coun- 
tries ’* of the book styled Principles of Ocean Trans- 
portation by Johnson and Huehner published 4n 1919. 

As regards the trade subvention given by Great 
Britain the following may be noted: — 

Page 466 of the just referred to above : — 

In 1900, however, in order to develop the full trade 
from Jamaica to the British Islands, the British Gov- 
ernment made a Contract with Elder Dempster & Co., 
fpr a fortnightly steamship service between Jamaica 
and England. The Steamers were to have a speed of 
15 knots to be capable of carrying 3,000 tons of cargo, 
each ship to be equipped for carrying 20,000 bunches 

accommodations for 
100 1st class and 50 2nd class passengers. The Com- 
pany^ was also required, during the 10 years of the 
duration of contract, to purchase not less than 20,000 
bunches of bananas for each voyage from Jamaica.” 

""x. also refer in this connection to page 75 of the 

took Government Aid to Merchant Shipping bv J. M 
Jones, The Elder Dempster Company received 

an yearly subsidy of £45,000. The purpose of the Line 
^.Rnmanly commercial, for it was intended to 
stimulalie eimortation of the agricultural products of 
J^aica such as bananas, coco, etc. 

Para. 8. Please refer to pages 23, 24 and 25 of the 
Bepo^ on bounties and subsidies in respect of ship 
^navigation in foreign coun- 

American Marine Act, 1920, -reads as 

« Shipping Act, .1916 as 

am^ded, is toended to read as follo4 ^ 

by water 

f respect to Je W 

portation by water of p;assenger or property between a 
territory, District,' or possesion of ‘the 

“ First Pay or allbw, or enter into any combination 
agreement, or understanding, express or implied, to pay 


or allow, a *KL*rml ivhuto fo any The h^rm 

‘ doforred mbatt* ’ in ihU a Vvtnm msy 

poinioii of the frtdghl bv n rasrU'S* ht nm ♦ 

as a coii>idfraiio!i f«>r tho all urn |u»!tit.n 

of shipniHils to the or um u*Au^r rnnyt, ur fur 

anv other pnrfwse. the v-hirli h- 

beyond the eoinpietim t»{ tlu* which if 

paid, and is made only if. during both the for 

which computed and the period ♦Icfmm tsf . fin* 
shipper has ciauplied with the ti-rms ut rebate 
agreement or arningemenr. 

“ Sseomh Use a fighting sldp either separately tir 
in conjunction with any other earri*>r. thrniii.di jnjree. 
ment or otherwise. I he term * hghtiut^ shiit in this 
Act means a vessel ined in a particular trade liv a 
carrier or group of carriers f*“>r tiie purpose of e\cliid- 
ing, preventing or rediudnir competition by driving 
another carrier out of said trade. 

“ Tliiffl. Bctaliatc against any shipper by refusing 
or threatening to refuse, space accnniruodations when 
such are available, or resort to other diserimimitim^ or 
unfair meibods, because such shipper has patmtii/ed 
any other cmTier or has filed a complaint chartdng 
unfair treatment, or for any other reason. 

“ Fovffh. Make any unfair or unjustly disr'rimina* 
tory contract with any shipper based on the Vfjiuiiie of 
freight offered, or unfairly treat or unjustly discriniinaie 
against any shipper in the matter of (ft) cargo space 
accommodations or other facilities, duo regard being 
had for the proper loading of the vessel and the avnib 
able tonnage; (h) the loading and landing of freight in 
proper condition; or (c) the adjustment and seitkunent 
of claims. 

“ Any carrier who violates any provision of this 
section shall be guilty of a misdemeanour pnnishaldo by 
a fine of not more than 3?25,000 for each otTence.” 

(2) The Shipping Act, 1916, as amended, is amended 
by inserting after section 14 a new section to read as 
follows : — 

“ Section 14, (a) The board upon its own initiative 
may, or upon complaint shall, after duo notice to al! 
parties in interest and hearing, determine wdielher any 
person, not a citizen of the United States and engaged 
in transportation by water of passengers or property — 

“(1) Has violated any provision of section 14. or * 

“ (2) Is a party to any combination, agreement, nr 
understanding, express or Implied, that involves in 
respect to transportation of passengers or property 
between foreign ports deferred rebates or any other 
unfair practice designated in section 14, and that 
excludes from admission upon equal terms wdth all 
. other parties thereto, a common carrier by which is ^ 
citizen of the United States and which water Ws 
applied for such admission. 

“If the Board determme.s that any such pemon has 
violated any such provision or Is a party to an3' such 
combination, agreement, or understanding, the* Board 
shall thereupon certify such fafdj to the f^ecretaty^ of 
Commerce. The Secretary shall thereafter refuse any 
such person the right of entry for any ship owned or 
operated by him, or by any carrier directly or indire«-t1y 
controlled by him. into^ any port of the ITnitecI States, 
or ten’itory. District, or possession thereof, until 
the Board certifies that the violation has ceased or 
such combination, agreement, or understanding has 
been terminated.” 

The General Manager (or Agents), 

Commonwealth Government Line of Steamers. 


« B ” 


Dear SiKfs), 

In consideration of the Commonw’’ealth Govemmen 
Line of Steamers guaranteeing against loss o: 
accrued freight rebates, if confiscated by the Steamshii 
Ldne associated with the AustralSan Conference, b;; 
reason pf action in making shipments by steamen 
of the Commonwealth Government Line from Unifce< 
Kingdom to Australian porta hereby undertake ti 
give the said Commonw^ealth Government Line of Btea 
mers the first refusal of carriage of all future ship 
ments for Australia, at current market rates at time o 
^ shipmate t 

steamers loaded by the Commonwealth GoverrCmen 
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liine, or by its Agents on its behalf, provided always 
that on any occasion upon which the Commonwealth 
Government Line cannot provide tonnage in a rea- 
sonably suitable position for ^ purposes, "to 

be fully entitled to ship by a vessel of any other line. ' 

It is clearly understood, however, that ^ ship- 
ments shall not be unnecessarily diverted to other 
vessels, and on the other hand that the Commonwealth 
Government Line or its Agents shall not arbitrarily 
withhold assent to any such necessary diversion. 

Section 22 of the American Merchant Marine Act, 
1920, which reads as under : — 

“ That the Act entitled “ An Act giving the United 
States Shipping Board power to suspend present provi- 
sions of law and permit vessels of foreign registry 
and foreign-built vessels admitted to American regis- 


try under the Act of August 18, 1914, to engage in 
the coastwise trade during the present war' and for 
a period of one hundred and twenty days thereafter, 
except the coasting trade with Alaska,'’ approved 
October 6, 1917, is hereby repealed : Provided, that 
all foreign-built vessels admitted to American regis- 
try, owned on February 1, 1920, by persons citizens 
of the United States,- and all foreign-built vessel 
owned by the United States at the time of the enact- 
ment of this Act, when sold and owned by persons 
citizens of the United States, may engage in the 
coastwise trade so long as they continue in such owner- 
ship, subject to the rules and regulations of such 
trade : Provided, that the board is authorized to issue 
permits for the carrying of passengers in foreign ships 
if it deems it necessary so to do, operating between 
the Territory and the Pacific Coast up to February 1, 
1922« * 


Witness No. 145. 

Written statement forwarded by M. N. Mehta, Esauire, C.S.I., Minister to the Government of Baroda. 

Memorandum by the Committee of Ministers and others appointed at an Informal Meeting of their Highnesses in 

November, 1921. 


2B444. The following is an extract from the Montagu- 
Ghelmsford Eeport: — 

“Tt is obvious that any tariff that might be framed 
for India must take account ... of 
the probable incidence of the burden of 
taxaiion upon the masses of the po- 
pulation . . . 

Plere “India” means the whole of India, inclusive of 
the Indian States, and “the masses of the population” 
include the subjects of those States. 

In paragraph 311 of the same report, occur the fol- 
lowing : — ‘ y 

“Our last proposal is intended to provide some 
means for deliberation between the Govern- 
ment of India and the Princes on matters of 
common interest to both so as to ensure that, 
as far as possible, decisions affecting India 
as a whole shall be reached after the views 
of the Durbars have been taken into ac- 
count . . 

23445. 2. And yet, when in the first Session of the 
Beformed Council, the question of enhancing duties 
under the tariff came up, their effect upon the subjects 
of States and, therefore, upon the fiscal and financial 
interests of the States appears to have escaped both the 
vigilance of the Government of India and the broad 
sympathy and justice "of the Beformed Legislature. 

23^46. S. Not only that, but the Indian Fiscal Com- 
mission, constituted with the approval and sanction of 
the Secretary of State, does not count amongst its 
members any representative of the Indian States, whose 
inclusion would have doubtless secured the considera- 
tion of the interests of those States as a:ffected by the 
future fiscal policy of British India. Obli-vion of those 
interests, wHch are vital, is clearly refieoted in the 
scope of the Fiscal Commissions’ enquiry, as deter- 
mined by the questionnaire. It is an exhaustive set, 
but characterised by the absence of the perception that 
the interests of the States would be directly affected, 
whatever the conclusions arrived at, and they would, 
therefore, need safe-guarding or practical recognition. 
The enquiry of the Commission is shortly coming to 
an end, but nothing has so far happened to indicate 
- that the commission recognises that its recommenda- 
tions would be incomprehensive and, may be, distinctly 
unfair unless it informed itself of their probable conse- 
quences upon interests which would be directly affected 
by them but which lie outside the competence of the 
Legislature to influence. The Government of. India 
themselves do not appear to have forwarded the ques- 
tionnaire to all the States. But this may be for the 
very good reason that while in the case of the States to 
which it was sent this was done by virtue of the exist- 
ence in them of certain special commercial and indus- 
trial conditions, it was not sent to the others because, 
in the absence of those conditions their interests did 
not prim a facie appear concerned with the underlying 
idea ql the questionnaire, - 


23447. 4. It would be apparent, later, how the in- 
terests of all the States would need recognition, whether 
the future tariff of British India be a purely revenue or . 
a protective tarifi. But allusion must here be made to 
what is in marked contrast with the drift of events so 
far discussed. His Excellency the "Viceroy in his in- 
augural address to the Princes’ Chamber at its last 
session drew attention to the appointment of the Fiscal 
Commission, and called upon the States, ' particularly 
those possessing the attribute of “ considerable com- 
mercial interests,” to “ give the Commission the bene- 
fit of their views.” Said His Excellency: — 

“ The question is one of joint con- 

cern to British India and the States, as, 
though the revenue from Customs is a Bri- 
tish Indian receipt, the effect of the Fiscal 
System adopted by Government is felt 
throughout India, and I trust that, at any 
rate, those Durbars whose commercial in. 
teres fcs are considerable will give the Com- 
mission the benefit of their views. . . It 

(the Commission) will consider, among other 
matters, the question of a protective tariff for 
India. This question is one of prime im- 
portance both for consumers and manufactur- 
ers in the States, as well as in British India. ” 
23448. 5. Amongst other things, it is the purpose of 
this memorandum to show that although duties on prac- 
tically all the imports and exports of India are levied 
at the British Indian ports and are entirely credited 
and appropriated to themselves by the Central Govern- 
ment of British India j^he yield of these duties in the 
aggregate is not legitim'&tely British Indian revenue. 
On the contrary, the spi^t of the Treaties and Engage- 
ments with the States, past events and agreements 
based thereon, the provisions of British Indian Laws 
themselves, no less than the practice of Foreign Coun- 
tries, as well as of those within the British* Empire, and, 
indeed i the practice even in respect of certain Indian 
States, together with the accepted principles and dicta 
of economics, not to speak of considerations of fairness 
and the interests of 60 millions of producers and con- 
sumers — -subjects of Indian States — all these facts and 
arguments combine to create the 'position that, of the 
total proceeds of the duties levied, the British Indian 
(government is justly entitled only to retain that por- 
tion which is really contributed by their own subjects. 

23449. 6. Consequently, whether the Government of 
India adopt the policy of free trade or of protection, 
whether their future tariff be devised purely with the 
object of raising revenue or it be framed to counteract 
the evils of dumping, bounties, subsidies or transport 
facilities : whether it aim at fostering industries which 
have a root in the soil or aim at retaliation for, unfair 
treatrd^nt received at the hands of other countries : so 
long as the subjects of Indian States, who should jiot 
pay British Indian taxes, are penalized for exposing 
their surplus produce of all sorts through Brliish 
ports by having to pay the British Infiiaai duty* or by 
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having to consume articles which have paid the 
Indian duty on arrival at a British Indian port, the 
States have a clear and undeniable right to ash that the 
revenue thus derived from their subjects shall be given 
back to them to be employed for the benefit of those 

2B460. 7. Therefore, the question is not only whether 
the producer and manufacturer or the consumer m the 
States will be better off. along with his British Indian 
brother, in the one event of the Indian Empire being a 
free trade country or in the other event of certam of the 
indigenous industries being scientifically and discrimin- 
atingly protected; but the question is that he must 
.escape a double burden. For, the Goverpment wMch 
affords immediate protection to his life and property, 
which cares for his health and seeks to educate him, 
which provides facilities for the transport of his commo- 
dities and seeks to ensure him against famine and epi- 
demic— in short endeavours to do all that is expected of 
a civilized Government— this Government also expects 
him to contribute to the expenses of the highly organiz- 
ed machinery of modem administration— expenses 
which are vearly, almost daily, on the increase. This 
Government has none too large a revenue for modern 
times, nor varied sources from which to derive substan- 
tial income. It has to abstain from direct taxation, as 
the financial condition of its subjects does not justify 
resort to this mode of raising revenue, and is, therefore, 
compelled to fall back upon indirect taxation. Conse- 
quently this Government must have more money, ^ and 
mom and more money, and if the burden of the subjects 
of the Indian State, in the circumstances that are, can- 
not easily be lightened, the Government that rules him 
must at *ahy rate alleviate his lot othenviso", by improv- 
ing his expectation of life and his prospects in it. 

^ Later, it will be shown in how many respects the sub- 
ject of the Indian State is at the mercy of the 'British 
Indian financial administrator and in what a variety of 
ways the Governments of Indian States lore the reve- 
nues which could be employed for the uplift of their 
people. For the present let ujs concentrate upon Ihe 
point immediately at issue. 

2B461, 8. It cannot be said that the right of the 
States urged here is, in any sense, novel, or that the 
consciousness of it has dawned upon them recently and 
suddenly — any more than it can <fee said that the* Gov- 
ernment of India by their laws ignored the interests of 
the States. So far from that being the case, right 
onwards from 1863 to 1894, whether placing Enact- 
ments on the Statute Book or issuing Notifications 
under the Acts in force, the Government of India 
clearly bore in mind the position of the States in rela- 
' tion to their Customs Laws. The Acts of 1863, 1878 
and 1894 all recognise that the territories of Indian 
States are “ Foreign territory for purposes of customs 
duties. 

23452, 9. It will be remembered that from 1882 to 
1894, India was a free trade country, and no question 
arose of the imposition of a double burden in practice 
upon the subjects of the Indian States, apart from their- 
immunity, in theory and law, from- the p%ment of Bri- 
tish taxation. It is true that after the mutiny, import 
duties 6n some articles were raised to 10 per cent., but 
they wore reduced to 74 per cent, in 1864, and by 1875 
had reverted to the original level of 5 per cent. Exnort 
duties were confined to rice, indigo, oils and lac. The 
States were not much or seriously affected by these- 
duties. The articles taxable on export were not amongst 
the generally exportable commodities of the States, and, 
m of means of transport and eommunica- 

dujy-paid imports were ordinarily of no inter- 
est to the States either. Besides, the' incidence of du- 
' ties was go light as to be negligible, and^not mxioh point 
^ a protest on the-ground of principle. 

23^3. 10, And yet, immediately after the period of 
^^ade, and as early as 1895, as .soon as the depre- 
euTOucy resulting in a deficit led to 
^ 5 per ce?^, the 


was ad^essed hy th^ 
S, O^tral India Durbar regardia® the 

England and that Durte. Jllg point evm came in for 
notice m the columns Qi.a.IeadtPg'Bombav jOaTlxF'tf-ni? 

subjeets were ;:5d‘rf!)titfv defend 
ef From 1894 to 1910, except for the revival jurt men- 
tioned and the imposition of a Bi per cent, ad 'mlormi 

Happened. ^ Between 
1010 and 1016, even though the latter year mark^rthe 


continuance of the great war for two year,<, all that the 
Government did was io raise the duties on sdver, to- 
bacco, wine and beer, the rise having been justified on 
the ground of a deficit oecasionefi by the gnuluai ex. 
liai(‘t1oft of tile opium tmtle vith China. 

23454. 11. At this stage, and mily ^•o recently as the 
period last mentioned, things did appear to lend in ii 
direction counter to the intimate interests of the. sub- 
iects of the Indian States. The adverse aspect » f the 
course which the tariff was running heeaine more pro- 
nounced between 1018 and 1010, mul a fu itest vns 
called for. But the States desisted. They could lud, 
with any consistency, on the one hand, offer hir the 
service of the Empire all their hoarded aiul recmriag 
resources, and, on the other, ask for their share of th»‘ 
revenue which the Government of India, in ihtdr ext re. 
mity ivere raising to meet the deJicitf caused by uar 
expWiture. The manipulation of the tariff and the 
special measures adopted between 1917 and 1919 had 
already, even apart from the pressing burden of the 
sanctions of 1921, served the last straw on the camers 
* back. Considering that the Chamber, witlmut yet being 
so called, had already been formed in 1916 and even 
before, it is trusted that some credit for forbearance 
will be accorded to the States. 

23455. 12. The principle on which it is conttiidcd 
that the burden of the British Indian import and exjcjrt 
duties should not fall upon the consumers luid proiiucers 
of Indian States, however, remains unaffeefed by any 
considerations of past practice or the policy of the Gov- 
ernment of India, which until the other day was kucI* 
as to give liitle eari«e of complaint. That principle 
that the incidence of customs duties should fall on the 
subjects of the Govcrnnicni wlii^di rcjdiycK and 
by those duties. It is this principle which has 
accepted throughout Europe and America mA the vast 
African territories under the sway of various European 
powers. Economists, all the world over, are now 
agreed that the incidence of Import duties mainly falls 
on the consumer and of the export duties* on the pro. 
dueer. It is, therefore, obvious that taxes should bo 
levied by the authority which alone can utilise tlicir pro. 
ceeds for public expenditure in the terriforv where the 
incidence falls. As the justification indicafed is wflnt- 
ing and the only test that can be applied Is not satisfied, 
there cannot be two opinions that the Sea Customa 
levied by the Government of India on goods passing In 
hulk to Inland States, or even on those that eventually 
find their way there, are transit duties, pure and shn- 
ple. 




oemg so, im levy of such duties is 

no less perplexing that distressing. Over a quarter of 
a century ago, the Government of India joined in the 
universal condemnation of transit duties, and by secur*. 
ing their abolition (though only con^iUonal on the pari 
of some States) as long ago as 1887, brought the eom- 
m^cial relations of the Indian States with British India 
and with one another into harmony wdth the principles 
well recognised throughout the civilized world. And, 
yet, after ^all this,, the populations of the Btates are 
taxed m aid of the revenues of British India. To say 
that by the e^enditiire of Imperial Bevenueg the 
htates, as a body, benefit, is no argument and 
certainly no justifieatton of the present state of 
fehin^. For if the British Government confers any 
benefits upon the States and it is not denied that it 
does— It IS incidentally enabled so to do by virtue of its 
paramountcy, of which those benefits are a necessary 
consequence, But^ these benefits, direct or indirect, 
nd however vanea, whatever they may be, are at any 
States^^ ^ burden laid upon the 


toss to_ the States of much-needed revenue— -rev 
^hich is fteir due, also revenue udiich. it is thei 
her^t right to raise and u®iz6. 

mtr^uetion of Reforms, their own 

S! finnan Govemmen 

tod autonomy, and it has been to all in 

othei^h&ha^f conceded. The States, oi 



ing to the trade of British India in the quarters con- 
cerned. Thus the levy of the Sea Customs duties not 
only deprives the States of a legitimate source of reve- 
nue, not only is it indefensible, economically and in the 
iuter-statal view, but it is also an infringement of their 
inalienable and vital right of financial autonomy. 

28458. 15. It hardly seems necessary to labour the 
point by citing the practice "Xvith regard to the smaller 
States of Europe and the British Empire, or, speaking 
nearer home, even of some Indian States, 6,g., the 
States^ lying on the seaports namely, Baroda, Bhav- 
nagar, Junagadh, Navanagar and Porebander in Kathia- 
war, Cochin and Travancore in South India or the 
Indian State of Jammu and Kashmir. 

The States believe, as they must, that the Govern- 
ment of India had never the intention to deal unfairly 
by them. Their Customs Laws, as has already been 
said, bear witness to their fair intentions. What has 
really happened is that a state of affairs has arisen 
which was not only not intended but even not realized. 

It came to pass that attention was focussed on pressing 
and all-important issues of immediate moment, and 
side issues, however important ethically, that is, from 
the point of view of the neighbours’ interests, perhaps 
not unnaturally, escaped consideration. To assume any- 
thing else would be to assume that the Government of 
India were capable of deliberately and of set purpose 
exploiting the accident of their favourable positior. 
and of penalizing the Inland States for the misfortune 
of their geographical position. Therefore, no other hy- 
pothesis is possible but the one consistent with the 
possession by the Government of India of due regard 
for the rights and interests of their friends and allies. 

28459. 16. The easiest remedy, therefore, for tht. 
practical injustice of the present order of things is for 
the States to suggest, apropos of the main questioL 
before the Fiscal Commission, that India should re- 
main a free trade country. But such an attitude would 
be extremely selfish. They know the financial straits 
into which certain circumstances have thrown British 
India. They know, therefore, that money must bo 
found, and they do not know of a better method of 
raising the required revenue than by the imposition of 
customs duties. Apart from this, they cannot shuf 
their eyes to the interests of their own countrymei 
which demand the protection of certain industries 
Hor can they, v^ith any show of consistency, advocate 
Free Trade for British India, while levying custom? 
duties themselves, which they must as a means oi 
legitimate and necessary revenue. In fact, tht* 
position with which they are, as a body, con- 
fronted in the matter of finance is infinitely wors^ 
than the position of the Government of India. Taei.* 
revenues are all too . inadequate for the improve • 
ments that must be effected , in their administrarions ; 
consequently, their need for larger revenues is propor- 
tionately greater. As anxious as they might honestly 
be to see the burden of the Indian tax-payer lightened 
and help to effect that relief, they cannot, in present 
circumstances, advocate a generally lighter tariff than 
.. the existing one, until there is an improvement in pri- 
ces and lowering of wages, and in fact a general amelio- 
ration of the various conditions which together represent 
the aftermath of the war. Two things would then ap- 
pear to be indicated by way of broadly answering the 
questions of the Fiscal Commission without going into 
details, namely,, that indirect taxation should be the 
keynote of the Government of India’s policy and that 
discriminating protection must be resorted to for the 
good of the country. 


28460. 17. Assuming this to be the conclusion to 
which the Fiscal Commission is led, and the evidence 
so far tendered would in the main appear to point in 
that direction, the question arises how about sparing 
the subjects of States the hardship of paying the British 
Indian customs duties? The only possible answer and, 
indeed, the most satisfactory one, is that the net reve- 
nue derived from customs duties should be divided 
between British India and the States in proportion t'j 
their populations. While the suggestion is not free 
from the obvious objection that in practice its operation 
would be invidious — and the inherent invidious ness of 
its practical application is fully realizid — iu provides, 
taken all round, the safest and the cheapest solution of 
the problem. What the basis of the division should be 
is after all a question of detail and, if need be, can be 
searchingly exammed. The innumerable analogies of 
the African Protectorate, the German Union, etc., can 
all be dravTi upon for the purpose. But what is most 
impC'jtaul is the unreserved admission and concession 
of the principle, namely, that the States are entitled to 
their -fair share of the customs revenues, and it would 
be in the highest degree not only politic but just on the 
part of the Government of India to take an early oppor- 
tunity of announoing the acceptance of the principle. 

23461. 18. His Excellency the Viceroy invited an ex- 
pression of opinion on the part, at any rate, of certain 
States on the questions referred to the Fiscal Commis-. 
sion. One of these questions is that of Imperial Pre- 
ference. As the view of the States has already been 
indicated on the question of free trade versus protec- 
tion, it might be just as well similarly to indicate 
their view as regards Imperial Preference. The view 
briefly is that the producer and the exporter in India 
should have no restriction placed upon his liberty to 
sell his produce in the best possible market. 

It does not appear necessary to support eitheu view 
that is whether in favour of protection or against pre- 
ference — by very elaborate 'arguments. Both ques- 
tions admit of two opinions. Both theorists and prac- 
tical men ai’e rangeu on either side. The best avail- 
able evidence has already been tendered and recorded. 
The conclusions that emerge or that may be drawn must 
be matters of individual predilection which is determin- 
ed by the greater or less weight speculatively attached 
to a variety of factors which come into play, and claim* 
their own share of influence and appeal. It should 
therefore, be enough, for purposes of the present me- 
morandum, to state the conclusions that have been ar- 
rived at after balancing conflicting considerations. 
These have, therefore, been badly stated and are for 
convenience of reference here repeated, namely : — 

(a) That industries that by virtue of possessing es- 

sential conditions are already entitled or that 
may hereafter establish a claim, to protec- 
tion must be protected. 

(b) That there should be no preference within the 

Empire. 

MANUBHAI N. MEHTA. 
K. N. HAKSAR. 
SHYAMSUNDAR LAL. 
LALJI NARANJI. 

M. V. KIBE. 

G. RAI. 


Appended as a supplement to the Ministers’ Memorandum* 

Memorandum by the Committee of Ministers and others regarding Opium, Salt and Coinage in Indian States* 


28462. Before concluding, it might be just as well to 
advert to the question of customs duties. A clear case 
has always been made out in favour of the participation 
of these revenues between British India and the States 
on grounds of Law, principle and practice in India and 
elsewhere. But if the claim involved needed adventi- 
tious or circumstantial support, the considerations noted 
below which are perfectly relevant would lend more 
than the required support : — 

It is admitted on all hands that the States cannot 
remain unaffected by the conditions in Bri- 
tish India : on the contrary, the conditions 
in the latter directly react upon the former 
and are reflected there in all essential res- 


pects, It will not be denied that, for what- 
ever reasons, the administration of British 
India has of recent years become stunting- 
ly expensive. As long as the fact remains, 
it is not necessary to go into the reasons. 
The reason may simply be the diminution of 
the purchasing power of the rupee. If the 
reason be no other, the point still is that 
the burden of the States has increased by 
both phenomena, the cause and the effect, 
the experjisiveness of agents and function- 
aries and their adjuncts and the reduced 
value of the rupee. The cause' of .the latter 
is the currency system of Bririlh' IndHl- 
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By virtue of its larger wealth, more extend- 
ed trade operations and the inevitability of 
the commercial relations between it and 
the Indian States, British India has been 
able in practice ^to impose its currency upon 
the States. Consequently, the blemishes of 
its currency system have in the past impos- 
ed unlocked lor burdens aipon the States and 
continue to do so. The States are helpless 
and they have to submit to being sacrificed 
upon the altar of financial and trade inter- 
ests which are not commensurately theirs. 

Then again there is the question of the conditions . 
in British India in regard to Labour, Prices, 
Wages, etc., not only not unconnected with 
but drectly arising out of the complexus of 
the British Indian currency legislation, ex- 
change manipulation, etc., etc. l‘he States 
are the butterfty on the wheel. Their 
own currencies have hopelessly depreciated, 

■ as they were bound to do, the moment the 
British rupee acquired a token value by be- 
ing linked with the gold exchange, and there 
is for them to lay unweaponed, the same 
spectre of higher prices, higher wages and 
what not. But perhaps this can’t be help- 
ed. At aU events, this memorandum is not 
intended as a diatribe on the administrative 


should be tlirown open to them md every 
hu-ihty ailortied lluun for carrying on that 
trade without ubjcttiui <111 the pau rf the 
Buropeun conscicn«‘e, or let the principle u£ 
equitable di>tnbuuun be iutrodueed here 
uLu. The data exist fur briiigiiig about a 
distribution 011 the actual proporiiuiial ex- 
tent of cultivation in each State prior tu 
1U12. For the last five yi'urs, the (knerii- 
meut ui India have iiad, uiuier special agrcit- 
iiieiits, opium grown in ccriaiu Slatecs tot 
purchase uy tiiciii'-cKcs. The purchase pricy 
at the hegimiing was lls. 9 per seer, it is 
Hs. 15 to-day. iiven at tile latter figure thy 
cultivators get iniid, speaking in tenn,> of 
chests, at Bs. i,14h per chest. The Ooterii- 
meiit of India realise on this opium any- 
where from Bs. 6,000 to Ms. 18,000 per 
chest. The Government id the States do 
not get anything even for tiie user at their 
lands. Tiiis surely needs to he dilTerent. It 
is true that the agreements ivtetred to were 
entirely optional and voluntary. But tlien 
half a loaf is better than none." The fairest 
way seems to be to join hands ant! forces 
and fairly to pool tlie profits. Such is the 
dependence of States upon the Government 
of India and such their trust in the sense of 


methods of British India. The object is only 
to state the facts, to awaken consciousness 
to the burdens and hardships of the States 
and to seek a remedy with the friendly assis- 
tance and sympathetic co-operation of Bri- 
tish India, As the point emerging from all 
that has been stated in this paragraph, let 
us take practical and concrete examples of 
the hardSiips and disabilities suffered by the 
States 

The States have, on the whole, adopted the British 
Currency, even though some of them have 
not declared it legal tender in law. The 
Government of India coin rupees for the re- 
quirements of British India as well as of 
the States, and yet they keep all the minting 
profits and seigniorage receipts in the name 
of the Gold Standard Keserve designed to 
stabilize exchange for the good of the whole 
country, an object, however, it has failed to 
achieve. To be brief, the States consider 
themselves entitled to their fair share of the 
profits from minting and paper currency, and 
ask for them. *’They regard it as an injus- 
^ tice .to be denied their proportionate due. 
Again, ^ when conditions in British India demand 
it, the Government impose restrictions upon 
the import and export of silver and gold. 
On those occasions the States ask that their 
financial autonomy should not be interfered 
with by bringing them under the operation 
of such restrictions. All that can be fairly 
e^e^ed of them is that they shall not stul- 
^ tify the measures taken by the Government 
of India for the good of themselves and their 
, subjects, 

^63. 2. There are several matters in respect of 
vrhi^ rt 18 felt that the States have rights to be reoos- 
msed. As they all turn upon the fiscal pivot, it might 
ventilate them here. This coiise 
would at least possess ihe merit of inducing fair ex- 

•.^J^^^^tt^der^MnaMMi. Either the States 
® Btusapprehension and eon- 
^ the'Eeformed Councils will 

-to (a) the trade with China has been 
' Mid the Straits 

•' ■ ' ^ ^hsorfa Indian opium. If 
■ ' ®»s®> the 

legitimate trade in opium tlrars^^S 


jutwee ttiiu tue care oi me Mi>\ern- 

inent that their mutual dealings neo<l not be 
characterized by the commereia! spirit. 

(h) Suit . — ^Tbe position is that by 18711 the Govern- 
ment of India^ had, by special agrceincnis 
with certain States, proniising them com- 
pensation in perpetuity, secured the monopo- 
ly of the Salt Trade^ of Irulia. There are 
large States with their tcoming populations 
of several millions that were never even eom- 
pensated and these have either lost rev^ginua, 
and will for ever continue to do so, or their 
subjects have paid a tax which they would 
nave escaped, had these States chosen not 
to tax this necessity of life. . 

agreements were seeuiiiigly volun- 
oliaracter can be gauged by the 
undf.f I’oiiLal officers 

Government. Now the 
when the amount of individual compensation 
was fixed it was calculated upon a rate of dutv (or mar. 

not been adhered to. It has 
varied, thus giving rise to a higher income for the Gov- 

n s oeen limited to the fixed compensation THa 

s°w's.f£r''“ 

va^tfof^wiys'lhe^liaJ’^ifPP^r^ ^ 

towards the deTence of C L*’ mSSto of 

EmSr^'^ThTfeS”®^ for^he ser^S 3Ve 

readiness to help but *ttie 

the help the States actual!^ ^ Armies and 
’ factor that count^ There otherwise was a 

war expenditure of ^ cases m which the 

two ^«^ounted to over 

pubEo utility ca^ be institution of 

occur, not a fi3 emergency can 

scribe lavishly All thifl^ open^ but the States sub- 

tion. >v«5reiore, entitted to every oonsidera- 
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Note embodying the views of the Batoda Government on t he geneial questions involved in the inijuiry of the Indinn 

Fiscal Commission. 


NOTE. 

28466. 1. It is not at all easy to say that free trade 
under all circumstances is preferable to protection. 
Any dogmatic assertion is bound to be misleading, much 
more so in the province of Political Economy, which 
does not yet aspire to be an exact Science. Political 
Economy deals more with tendencies than with any 
immutable laws ; the mass of qualifying conditions and 
differentiating circumstances is so vast and compli- 
cated that no enunciation of an unalterable economic 
law has yet been deemed possible. 

23467 . 2. There are few absolute truths in the realm 
of Science. Knowledge is relative, juid if is only as a 
relative truth that one can aver of Protection that it is 
more suited to the industrial advancement of a countrv 
like India. ^Ensrland with its insular geographical posi- 
tion, its entire dependence upon Foreign trade for agri- 
cultural products and means of s\ibsistenee and its un- 
told wealth in mineral resources has found Free Trade 
as most suited to its prosperity. It has to imnort raw 
materials for its vast manufacturing industries from 
abroad and to send out finished products to Foreign 
markets, and a policy of free trade in consequence 
proved to be the very life blood of its industries: but 
even there, it was only after the era of Cobden and Bright 
that the principle of^Free Trade received unquestioned 
homage from the various industirial interests concerned. 

28468. 8. India is not insular: it is not small in area. 
It is a vast continent with varied natural resources, 
both agricultural and industrial. It can afford to- he 
self-contained and self-reliant. Two-thirds ^f the nonu- 
lafion depend for their mainfenance upon the soil : and 
the masses ^nga^ed in the eytractivc indusf-rv of agri- 
culture arc fo a large extent denendent upon ^h<a freaha 
and vagaries of the seasons. Industrial's wbi^h at one 
time bad attained a, blgb degree of excellence are 
withering owing to free and unfettered competition of 
foreign countries, and the only ostouaihle effect of 
foreign trade is to drain awav most of its raw products 
to foreign manufacturing countries, so as to deplete its 
natural resources and perpetuate its suhseiwi epcp. The 
population of the country is poor and steeped in ignor- 
ance! social customs are sanning the life of the nation: 
and the efficienev of the skilled or manual labour is at 
a low level. It has become through a lono' succession 
of ages a prey to foreign exnloitation and a dumping 
ground for cheap manufactures, which have succeeded 
in killing its ancient art and far-famed industries. 

28460. 4. According to Frederich T/izt, th^ German 
Economist, who has contributed much to the growth 
of the idea of nationality “ the true wealth of a Nation 
consists not in the ouantity of exchange values it pos- 
sesses, but in the full and many-sided development of 
its productive powers i Its economic education is more 
important than the immediate production of values, 
and it is right that the present generation should sacri- 
fice its gain and enioyment to secure the strength and 
the skill of the future. In the sound and the normal 
condition of a Nation which has attained economic 
maturity ♦ the three productive powers of agriculture, 
mamifactures and commerce should be equally deve- 
loped.' But* the two latter factors are superior in im- 
portance as exercising a more fruitful and effective 
influence on the whole culture of the nation as well 
'as on its independence,” According to this ^ cele- 
brated writer “ History and Statistics alike prove the 
f'.orrectness of the dictupa expressed by the ministers of 
George I, that nations are richer and more powerful the 
. more they export manufactured goods and import the 
meaps of subsistence and raw material. In fact, it may 
he proved that entire nations have been ruined merely 
because they have exported only means of subsistence 
and raw materials and have imported only manufactured 
goods'.*’ 

23470. 5. At the same time, Protection will not prove 
m unmixed blessing or a panacea for all the ills that 
India -Suffers from. Protection is, no doubt, often dis- 
honest and encourages corruption and intrigue. “ The 
. Honourable Mr. Gokhale once remarked in the un- 
reformed Council : — 

It is my deliberate conviction that in our present 
circumstances a policy of Free Trade reasonably applied 
is altogether the safest policy for us. Until, at any rate, 
- we grow so much in our influence and in our position ip 


this Council that the Government will think it necessary 
to accept and act on our views, I really think that, on 
the whole, a policy of Free Trade reasonably applied is 
the safest policy for this country. -Otherwise, influential 
interests, influential combinations, influential parties in 
England, who oan have a ready access to the Secretary 
of State, will not fail to take the fullest advantage of the 
situation, and of this huge engine of Protection, which a 
vast power can employ not in the interests of the people 
of India but in the interests of t^hose parties in England.” ^ 

The Councils have been reformed since the days^ of 
Mr. Gokbale ; the fiscal autonomy of the country is being 
recognised, and the Indian Legislatures have assumed 
the power to control the fiscal dispensations for the coun- 
tiy. There is less room now, in consequence, for the 
natural apprehension that the engine of Protection in the 
hands of the influential combines and powerful vested 
interests in England is likely to be deflected more to- 
wards their own interests than the interests of the coun- 
try. 

28471. 6. At the same time, the inherent danger is The risk ^ 
there and has to be vigilantly guarded against. In the involved in 
United States of America, the high protective walls of ? Pplicy of 
Tarifi have screened vast monopolies and huge' corner- 
ing concerns, and the manufacturers have reaped the ^ 
benefit of protection to an extent unconscionably greater 
than the consumers. A scientifically reconstructed 
Tariff, a Tariff revised from time to time according to 
the changing exigencies of trade and industries, and 
a Tariff shapped by a truly representative Home 
Board wuth complete Fiscal independence and 
with a sole eye to the advancement of the true 
interests of the country, can alone be beyond 
the shadow of reproach of self-interest. When the suc- 
cess of the Policy of Protection is hedged round by so 
many conditions which it may not be possible to realise 
simultaneously, one can well understand the justice of 
the creed that the Indian Administrator is a Free Trader 
by will, but has to be a Protectionist by necessity. The 
needs of the country demand a policy of discriminate or 
scientific Protection. 


' 23472. 7. Scientific Protection implies a periodical 
reconstruction of the Tariff on grounds that would 
appeal to Beason. Such scientific reconstruction postu- 
lates full recognition of the modifying effects of Time 
and Space. The changing environments of any pro- 
blem must conduce to a differentiation, and what would 
justify Protection for a certain period of time, may not 
at all be applicable to it at another time or at a 
different place. Thus a" system of Protection may be 
necessary for — 

1. an infant country, 

2. a nascent industry, - 

8. a moribund industry, and* 

4. a key-industry. 

(1) Protection is often justified for a new coun- 

try; it is necessary to promote manufac- 
tures and the growth of towns. India, 
no doubt, is no new country, but in its 
present state of industrial growth, it is 
' not much better. It is predominantly 
agricultural and cannot, therefore, be 
- said to have passed into the adolescence 
of manufacturing industry or the vigor- 
ous youth of commerce. The rise of 
industrial towards causes the greatest 
improvement of the country : the nearer 
the consumer is brought to the producer, 
the greater is the economic conservation 
of energy and the higher the rise of the 
nation in the industrial scale. 

(2) Protection- is necessary for an infant indus- 

try that is just struggling into being and 
that is likely to find a favourable pabulum 
for its healthy growth in a country. Dur- 
ing the period of incubation, every pro- 
tection is necessary to ensure its vigo- 
rous growth; and the new industries that 
found a home in this country during thq 
Great war, — oil industry and the manu- 
facture of iron and steel and of heavy 
chemicals like Sulphuric Acid and of ce^ 
ment — are instances to the point. 

(S') Similarly a moribund industry. that h%qust 
been re-set up on its ieet and is 'm danger 
of being killed bj7 cheap products dump- 

' ' 3o 


Scientific 
Protection 
and the cir- 
cumstances 
under which 
it is neces- 
sary. 


For a new 
country. 


For an infani 
industry. 


For a 

moribund ; ~ . 
iudiisiay.' , 



1042 


For the key 
incinstry. 


ed down the country by foreign com- 
petition is also entitled to protection. The 
porcupine shoots out its quills to protect 
its weak and enfeebled infant from out- 
standing dangers; and the protection of 
the tariS wall may be necessary to screen 
the rejuvenated sprout from the scorching 
rays of the sun. The sugar industry in 
India was on its death-bed ; it has slightly 
recovered from the crushing competition^ 
of the bounty-fed beet-root sugar of 
Germany, and if protection is afford- 
ed to it^in India it would not he 
regarded as unreasonable. Again, it 
is often urged that every nation has 
the right to retain for its own people 
any peculiar natural resources that it 
may use for the development of its own 
industries. Export duties on Jute and 
Indigo can always find sufficient justifica- 
tion in the needs of the country. 

(4) Lastly, the key-industries, or industries 
which are essentially necessary for na- 
tional safety and national independence 
can always be reasonably protected. Iron 
and Coal are the key-industries of the 
United Kingdom. Similarly, if there are 
- some industries on which the safety and 
the independence of India largely depend 
they could justifi^ably claim protection. 
The manufacture of shells and explosives, 
of chemicals and dyes in India could be 
reasonably protected on this ground. 
Extent to 2»3473. 8. The protection of textile fabrics of (‘ounls 
Which textile above 40 would be justified on the ground of their 
industry may infancy, *but protection of the textile industry for ihe 
be protected, coarser counts can only lead to the onriching of the few 
at the expense of the many. Such indiscriminate pro- 
tection is often urged in a plausible wav on the ground 
that if foreign products are wholly excluded from the 
home markets, there would be so much more employ- 
ment for home labour and capital and thus an increase 
of wages, and profits. Basiiat’s petition of the candle- 
makers against the Sim praying for the closure of 
Windows in order that the production of artificial lic^ht 

Suitable a fitting reply to such fallacies. 

Suitable 23474. 9. Moreover, a pokey of Profec.tion can onlv be 


enwronments ^ T can only be 

necessary for S’ wl:! f'’®, suitable and capable 


protection. 


The Sugar 
Industry. 


Protection 

sometimes 


'X-p • It — sutcuoje uno capable 

of fostering the particular industry sought to be pro- 
tected Selection mw be made for protection of only 
.•Ufh industries for which there is — 

(u) abundance of raw material, 

(b) pl^tiful supply of skilled labour, and 

development. 

^ proteeiion ia often preferred in 
favour of the Sugar industry in India, but before 
abutting out foreign competition and placing the con 

efinef nnd^he sujar 

refiner, it baa to be ascertained if the raw material 

M"alna?'^a m sufficient abundance, and whethS the 

fP-owth of this 

rS'afbildjMnl 


Bumenmes * ^ trrourifls that is offen nn 

resorted to in as lustifyiiifT protection is the nccessitv nf 

tectme- hiffb7Tr_r,o?,i . r ncfessitv ol pro 


favour of 
» highly-paid 
labour. 








Govei-uinent on the questions proposed 
ed into and setilod by the Fiscal 
I.,.!:,. .sjjch a ctm- 


3 d into ana settiou ny uic r i-'Tai (’Mininis>ion 
recently appointed lor Brltisii India, ^uch a 
aiilfrtiion with the Rukuv oi ihc likl'an Siiiio. mi 

^ Briti.di India of 

the progress of ‘ “ 


the homog 
flicity of 
ilUeiCiitg. 


questions affecting ......... . 

t'iiues, I^Hih ccorousic a^ 

} T I.* I 1 : 


... • '’toll a 

political. As remarked hy In^^raui fit hi'. Il?-P»t\v 
of Political Keonotny ^‘The mrA’cna lu ot Kconomit 

1 . • t „ , „ . I . .. siv 1 . 


uomy inc movcfta lu r.conotaic, 

thought is constantly anil powiii’idly aiUetid hy 

,T 1 ..n mode of thinking; and euni tiie 

f* — .... sotaal ‘-k.,:.,.,. . 


fcho prevahuxfc mode - , 

habitual tone of sentiment 


habitual tone ot sentiment on sotaai 
generally. All cho iiuellectual manife-iuj 
period in relation to huninn h avu a 

Idndred character and bear a stamp of homogenrii>’, 


s'jhje4‘ts 
ions of a 


which is vaguely pn staii 

speak of the spirit of the age.'' S= trial spcriilatluti 
and ceoaoinic researcli arc coneoitdinul gr«Auhs. ol 
the same organic nature. Equally is pfoillea! #b ve- 
lopment hut another en-effirient' td Use s uoe prn. 
cess of groAvth. In fact, no Sek nee '* iieeorfinLj 


Ingmma 

of 

Political , 
Ee*innmv,i^ 
4 ‘1 


411/ ut4. 

cess of groAvth. in ia(*i;, ■ no Muinee ijeeor m 

to Bastiat ‘Mias natural or unalierahle fjoneleiii 


In the domain of idisis, as in tin* doniaiti ft! him 

IT IT. . .... „ t T .... 1 « 


all things 


aie 


1 Ol ia«*as, as m ttn* famiaifi o! lamn, 
hound up and tng« sh r; indliN ; 

another; and there is no lU'e ! 

,1* -tn . .t .IV t ' . tj ,1 i-k 1,., k.„ iiL. 


to an 


Xicl.ohoi^ 
Political 

...I I.V . T t 'U- rfjl.lMI’ la onamyj 

IL^ rt has heeit.said uith ih.n vol J, py' 


run into one anotnor; and tuere n no Sf* ♦ iu'» 
rrder to he einnphst' mighi nut h.> tu.iil* 

M li F-f. It • t v t till ill cf 1 { III t ! n I . . 1 . (1 « L n 


which in or 

to include an. its tias neeit, sani unh i.-. s 

infmito intelligence, there is hut mn* sint? 

• t-f ■io Ij'T'VntUJ t« l> iy.n J .1.1 aiVi'..'. *»».> f 


verity; it is our weakness uhich ohliues*ns i., -i,* 

L T_ T . ■ • ordm* f*l phf'UM- 


!o vHidy 


separately only a certain iiniiv 
meiia at a timed* 

23480.15. llis ITi-hne>v' fhn .u-moms! a- rnM-’s-K 
feel lhai ihe ifleniity uF li-Ta] inii r,- ‘ in i);,. jji.h.d. 
trial advancement ’ of tlie coiiiHiy hefuieii ihe 
Indian Rulers and the Brili.di f»oviMnm»*nt has no{ 
been made .sufficientiy manifos} oi tin* eomiitiitioi* 
Ol tlie biscal < famnission ; for, not only iiiere is no 
member on the panel of the OommisHion who could 
sufficiently elucidate the view-point of the Indian 
States; but, oven the. (luesiionnaire has studioiidy 
e.xclud6d every possible rtdorencr* to hnlian Siaie^ 
or to the effenls which the new Fiscal Poliev hkely 
^ bo adumhniiecl out of ihe delihevatlMiK* of Urn 
Coniniissiou may Imve upon [lie reVf>Mnes loid n»- 

ROUIVCS fd n,e siAvral Smiis j.,w,itd lo f,f 

a hance with i\w Brilisli Power. A rcplvscntnHve of 
he ludmn Sfalcs m tin* Fkr.d FMOUiihd.^n runh] 
have better served the function of Ihhrm nr 

nexus for joint consultation with tlio lfousi«s- of the 
Indian Legislature, In para. 311 of tin* joint 
Eepoit on Beforas, Ifio disfinguishefl author Mm ve 
laid down:— Our last proposal is inti-ndcd \n 
provide sooie iyiootvo .. i . .. 


Int« rcah 
the Iml 
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ibiS 


reiaiu C)u;iloms and Excise duties as an important 
part oi tlieir systems of taxation. Cariousiy 
enough, the Sea Customs Act (VIII of 1894) i’s not 
a]>plicab]o to ilio tcrriiojles of Indian States, which 
arc liable to bo treated as Foreign territory under 
the Act; and jet, the incidence of the Sea Customs 
falls as much on the subjects of the Indian States 
who happen to import articles of foreign trade 
through ports in British India, as on the British 
Indian Public. 

213483. 18. The imports might have been ordered 
direct from abroad and consigned in bulk to the subjects 
of the internal Indian States; and yet the burden 
of the Customs duties falls on the importer who pays 
the tax to the British Indian Govommeiit. Those 
Ctisiums duos are of the nature of transit duties 
which at the instance of the Indian Government 
w'ero abolished finally in 1886 by all the Rulers of 
the Indian States; and yet, tiic subjects of the 
Indian States have coiitinned in a way to pay this 
increasing burden of Sea Customs duties on articles 
of trade passing in transit through the British 
Indian Ports. 

I 23181. 19. Thus the incKlouce of the indireel taxes 
X. in Jlritish India is in a inanner defiocted from their 
legitimate channel and transferred to tlio subjects 
5 of Indian States in a manner wdiich cannot bo 
u'liolly juslilicd. Indian States have put up with 
this burden so long without complaint as their 
incideiico up to 1894 w^as only noinmal.^ From 1894 
to 1910, the Customs duties though revived did not 
i exceed the conventional fiye per cent, burden to 
' which the people had long been accustomed. From 
s 1910 to 1916, the duties went on rising; but the 
outbreak of the Groat War jirevented any serious 
rcprosculation from the friondiy and loyal Slates, 
which inighc have had an embarrassing effect on the 
Finances of their allies, the British GovernmeM. 
After the closing of the Groat War, the Financftil 
advisers of the Government of India have been 
compelled to radically alter and enhance their scale 
of Oustonis duties, which lia.ve now grown to ahoul 
thirty chores or 30 times^what they were in 1884. 
This abnormal rise in the burden of the indireoi; 
taxation has commenced to tell very seriously on the 
subjects of Indian States; and as they are not 
directly given the benefit of the taxes they pay, it 
i.3 but natural , that their complaint has now become 
insistent and loud. 

23485. 20. The position of the Finance member of 
the Guveiiiriient of India and of the Indian Legislature 
n is not, it is acknowledged, free from embarrassing 
diffjoultics. The cost of administration has no 
doubt risen to an abnormally high pitch; and more 
money may be needed to enable the Administration 
to maintain its varim\s activities at the requisite 
standard of efficiency. That, however, is scarcely 
any reason why the Indian Legislature should 
transcend their powers and impose any enhanced 
taxation on the subjects of Indian States that arc 
3tvot under their jurisdiction. The Indian States are 
protected from any such encroachment by their 
Treaties of alliance and other Engagements, 

23486. 21. The position of the Indian State Adminis- 
trations, moreover, is by no means more enviable. For 
he better or for worse, theii* lot is woven with the 
tes. welfare or otherwdso of the British Indian Govern- 
. ment. The Reforms have brought in their train an 
enormous increase in the cost of the Indian 
Administration which has also been reflected in an 
^nmistakeable manner in the unprecedented inflation 
of the cost of administration . in the Indian States. 

' Salaries and wages have gone up by leaps and 
bounds; and this abnormal rise ‘in the w^ages of 
labour has seriously affected the cost of living and 
added immensely to the cost of the hare necessaries 
,of life.* Added to this inflation of prices, there has 
Been an unprecedented depreciation in the value of ^ 
* ' the rupee ; and this fall in the purchasing power of 
money has seriously dislocated the normal relations 
of ordinary life. Finally, the frequent oscillations 
J and vagaries of Exchange have filled the cup of our 
difficulties; and people are wondering what further 
onerous legacies the aftermath of the Great War 
and the sweeping of the Indian' Empire into the 
turmo-il of world relations owing to her intimate 
connection with Britain may not yet leave behind. 

the Government of India feel constrained under 
the circumstances' to enhance their Customs revenues 


to over thirty times what they were in the Free 

Trade period inaugurated by Lord Ripon in 1882, 

the Indian States equally feel constrained to claim ^ 

a participation in this enhancement of revenue 

sought from the levy of Protective Customs duties. 

'' 23487. 22. The Goverament of India will always have claim of 
to fix the pitch of these In-q^ort and Export Sea the State to 
Customs duties necessilabqd by the new Fiscal have a duo 
]jolicy they may determine to adopt on the share -in the 
recommendation of the Fiscal Commission. If the Customs 
result of tho Commission is in favour of Free Trade, Revenue, 
the Indian States will have little additional grie- 
vance; but if, as is more probable, the Government 
of India decide to levy enhanced protective duties 
in the interests of the industries of the country, the t 
I ndian States -will he within their rights if they 
claim their legitimate share of whatever surplus any 
scientific or reasonably discriminating system of 
protection may bring beyond the amount collected 
on a Free Trade basis. The Indian Sea Customs 
Tariff will always be framed partly for Revenue and 
partly as a means of protection ; and if there is any 
surplus due to revenue necessities over and above 
what is derivable on a Free Trade basis that excess 
of revenue has to ho ligtimately shared wdth the 
Exchequers of the Indian States which represent no 
less than one-third of the country. 

23488, 23. Considerations as to the best and mosfc Ways and 
equitable way of distribution of this revenue need mean^ to 
not be detailed here at any length. The question renie<ly tho 
is not free from difficulty, but that is no reason grievance of 
why the difficulty should nob be faced and overcome the Htates. 
at the iiropei- time. Once the justice of the 
fundamental claim of i^articipation is admitted, the 
details can he left for satisfactory adjustment hei’e- 
after. Five principal moders of solution are, 
however, suggested and are liriefiy noted below. 

(1) Idle Indian States in the bin tor-land may Transport in 
bo allowed to imi^ort Foreign goods in bond, 
bulk, which uiay^ be allovj^ed to pass 
through the British Indian Ports free, 
with proper seals and without breaking 
bulk, on to tlieir destination; the States 
underbaking to collect duty at rates not 
lower than the British Indian Tariff rates 
on all such goods as may again cross their 
frontier _ into adjacent foreign territory. 

The Indian States would be free to levy 
such Cfistonis duties on their frontier on 
the first importation of the consignments 
as they deem fit. This is being allowed 
to the State of Jammu and Kashmir. 

(2) The Indian States may be allowed small Owning of 

pieces of land at the ports, which may be warehouses . 

. regarded as their ‘‘concession areas’^ at ports of 
where their imports could le warehoused entry, 
and their duties collected on them and 
whence the consignments could be allowed 
in hulk to* he transj^orted to their 
territories under proijer seals- 

(3) The Indian Slates may he allowed to hire Hire of ware- 

warehouses near tho Ports from whence houses at. 

their consignments of imports could be' ports of 
transmitted to their territories after the entry, 
collection of their Customs dues. 

(4) The British Indian authorities may continue j5,^hates and 
to collect as at present all the customs drawbacks, 
duties on .goods imported in bulk for the • 

Indian States, sxibject to rebates , and 
drawbacks on articles which find their 
way in bulk to the territories of Indian 
States. This privilege has been extended 
to the maritime State of Travancore. 

(5) A Customs ITnion may be formed of British Customs ' 
India and all the Ti'eaty States on Union. , , 
analogous lines with the German Zoll- 
verein, whereby all the Customs revenues 
would be pooled together for rateable 
distribution. 

23489. 24. The mode of distribution is also not free Modes of DL-s 
fwm difficulty, but the method folloW’'ed by tlie Zoll- tribution. 
verein and other Unions oi* Partnerships will furnish 
tho necessary light. The Customs revenues.may.be 
distributed pro rata on the bases of — 

1. Population. 

2. Volume of Trade. 

8. Amount of Revenue; or lastly 
4. Amount of Expenditure. 
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By revenue 
or Tra<i0 
Volume or 


By Popuia- 2J14DO. 25. Population is an easy though rough 
tion. method of reohoning. It may not be always satisfac- 

tory. There are States which though coming low in 
• the scale of population have more advanced people 

leading an intensively cultured life, and which have 
- luorei developed trade relations with foi*eign 

countries in consequence, and yet their share of the 
common revenues will not be in proportion to their 
trade. 

28491. 26. The amount of Keveiiues is a fair criterion 
of the advancement of a State, bub is by no means an 
infallible standard. The scale of Expenditure is a 
Expendituie. 3nore correct index of the stage reached by the 
particular State in the realization of the high ideals 
^ of State-craft. Especially would this be the i^ulfc 
if personal expenditure of the Kuler is omitted from 
iho account and expenditure is strictly limited to 
the amount spent for the welfare of the people. If 
even this basis is not generally acceptable, the 
volume of trade may be adopted as the ruling 
standard, provided there are reliable and accurate 
statistics of the Internal and External Trade of the 
State concerned. 

The best 28492. 27. The general consensus of opinion would be 

method. favour of adopting the rough and ready criterion 

of population for the distribution of the Customs 
revenues. 

How the 28498. 28. The population of India is thirty crores; 

population and the probable income from Customs duties which 

basis will the Government of India have- budgetted for the cur- 
work in case rent year is also thirty crores. At this rate, the share 
of Baroda. be apportioned to the Baroda State would in all 
fairness aihount roughly to 21 lakhs. The cost of 
collection should reasonably be allowed the necessary 
credit; and it would be equally reasonable if contri- 
butions towards the expenses of harbour improve- 
ments and of dock extensions ^is claimed by the 
maritime States or Provinces which provide these 
facilities. 

The claim of 28494. 29. The idea of giving a share to the Indian 
iho States nob States in the Customs duties need not be run down 
a low one. as novel. There is little novelty in the suggestion. 

The Government of ’ India have occasionally 
recognised the principle, and have admitted the 
States of — 

1. Kashmir and Jammu, 

2. Travancore, aiM 

3. Some of the Eajputana States to a share of 
the Customs revenues in one form or 
another. 

Kashmir* . Kashmir enjoys the privilege of getting 

Its own consignments of imports transported in bulk 
Irse of Customs dues from the sea ports to its 
fzontiers, where the State coUeets its own customs 

Tariff rlte^r^^^ British Indian 

- 23496, 31. Travancore gets a refund of all dutv col- 

iectod on consignments of imports intended for the 

MdabarloS?®'^ the 

23497, 32. AZwar and Kishengarh are beinr. naid 
l^ual compensation for their concurrence in ?boLi 

^erin^ Ar T territories while 

freeing to the salt arrangements made- for 

should' 


Travancore, 


Home Baj- 
putana 
Bti 






■# to be o^e^awed ^ 

samotintH ir. •; wHsiaemions of the temtorien! k.,* -1“®“ 


expanded at will. They have often readied the 
margui beyond which the maximum of land tax 
could not be raised; and may ha\e no other liatural 
resources to fall back upon.^ 

28500. 85. As regards Salt aiTungoiucnt^, ills iiigh- 
ness’ Government havo for a long liuic Ikh'U tirguig 
their rights for adequate consideration by llic Ouvern- 
ment of India. The Eajputana States whitdi arn 
adected by the British Sait monopoly on the Sanibhur 
lake have all been compensated. The Cetitrul India 
Agency States of Gwalior and Indore have also boon 
awarded an annual compensation for the loss of their 
salt revenue. Even the nuiritiino Issiates of 
Travancore and Cochin have received pecimiary 
compensation for certain rigiits over salt which they 
abandoned. The Gujarat States of Cambay ami 
Radhanpur are being paid an cqiii valent lor ‘the 
duty they have foregone on salt coiisuiiied by iheir 
own subjects. The Kathiawad ^laritiino States mv, 
nllowed to utilise their ovm salt for the coastunptirm 
of their own people; and ^et the Baroda Slab* 
kept back from this justico which is its due* The 
mere fact that its main Gujarat torrilorics are 
distant and separated froja its outlying Kntliiawatl 
maritime possessions ought not to be regarded m rn 
insurmountable obstacle to their being allowed the 
use of Okhamandal Salt. Salt from Okhainandal 
and Kodinar could be brought t-o the Kadi Districl 
tor consumption now that those outlying dlstdeia 
are being linked by Railway connections. The 
Baroda Government should bo adowed hj use their 
own salt and collect duty thereon and not made to 
pay the British salt duty on salt consumed in tin* 
Kadi, Baroda and Navsari Districts. 

28501. 86. Opium is anotlicr suinve ui ivvcuiic ^ 
closed to the Indian Stales. Even after the eloping ot ^ 
the China ports to imports of Indian opium, a lari|o 
ipantity of Indian opium Muds the Chinese market 
inrough Japan. Large quantities of Inthan ojdmn 
are exported to the {Straits Settlements and i** 
French Indo-Ghiiia. A eousiderablo amount in 
exported to Holland and other countries in Kuropo 
for the manufacture of medieirial Tlu re is 

iittio reason why opium grown ijt TiaUau Shitei# 
should not bo allowed the advantages of tim siinai 
foreign markets. His Highness’ Ooveriiment h.i. » 
also asked for an acce.«s to the tributury , j-.fj,. 

Rwa Kautha, Maiii Kantha, Balaninir uiid 
Kathiawad for opium grown in Burothi territory; 

discernible in the maUcr tn th« 
British Indian opium monopoly (UaUu* Xo. ‘.niL 
dated 18th December 1914). 

2pU2. 87. Postal and Udegraph ivwmws im m inc- 
sont being wimliy appropnuted b,\ the ihivcntrucni ui 
liiiiia. Ihesti are a|s> >t*ur<vH of revimiic of 

considorablo hrip. lii.s IJighuew' CiouTOnionc t.io 
uiged the justice of niKtithig tlicse ravoniivi t., 
Barodii for its own territories, by letter No ‘'rii' 
dated 22«d June 1920 and coulidently expert 
cun^derations of fairness «iil prevail in thTrespect 

inherent atl ’ f euinuye whirfi i,. an 

iniiereut attubutc of .sovereignty and is enioved hv 

S““' 

iH. Kathiawad during the period of* thii 

i. ‘SVI “ 

prohibiting the imnoiii Imlm ni 


amounts involved Mr.ll oi the 

a States 


hot oome.^ 
the way of 
' the recogni- 
tion of the 
elaim. 




The Finanto ^ 

lias besides an ^weramMit of Inaa 


postal and teleg^h rate 

tho rate of fxchan/e Tk?^ “an • manipaate 
State are morrof ' 

less rigid and cannot be 


biT 'as 

grounds wWoh are not conrinein^ ^ ““ 

i'““s Hi. 

the attention of Ihii oofiUMOii 

the Fiscal 

conaderariong of ^xp^ilLl 
to drown tho voic0*^ *jilti^ * allowed 

Indian Statea are boaLl The 

ladia by ties of sUiane- t of 

soton treaties, mi tocured by 

last elwras m ^ *i>*t Hwle 

«w» onutderation vhieh i-' 
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Sue to them from the Government of India who rightly regarded as d.n emboHmenb of British 
have always evinced a desiro to d^al fairly by these Justice. 

States, The equities of the case are clear, and they MANUBHAI, N. 

are sure to receive recognition at the hands of the Deooan- 

eminent Statesman who at present holds the high ^ 

ofSce of Viceroy and- Governor General and who is The 23rd February 1922. 


Or^ evidence of Mr. Manuhbai N. Mehta, Minister, Baroda State, Delhi, the 37th March 1923. 


23505. President, — Q. Mr. Manubhai, you are Minister 
to the Baroda State ? 

Yes. 

2350b. Q. You appear on behalf of the following 
Stales 1 —. 

1, Baroda, 2. Gwalior, B. Mysore, 4. Kolhapur, 

5. Bikaner, 3. Kotali. 7. Patiala, 8. Touk, 

9. Danswara, 10. Datia, il. Orchha, 

12. Rampur, - 13. Banares, it. Jaora, 

15. Palanpur, 10. bhabua, 17. Morvi, 

18. Panna, 10. Radhanpur, SO. Sailana, 

2L Sirmur (Nahan), 22. Sitaman, 2B. Dharam- 
piir, 24. Bhrol, 25. Jawhar, 23. Lindi, 
z7. Maihar, 28. Mudhol, 29. Sachin, 

BO. Sanghi, 31. Sunthrampur, 32. WankaneiC 

A, Yes. 

2350/. Q. You also appear on behalf of the Baroda Gov- 
orument in connection with the supplementary statement 
which they have submitted ? 

J. Yes. 

23508. Q,. You have marked the statement representing 
the views of the States as “ oonlidential I would like to 
know what the wishes of the States are in that respect ? 

J. It was marked “ confidential because it was addressed 
to the Princes, but now that evidence is given before the 
Oommissiou 1 do not see any point in its being treated as 
confidential. 

23509. Q. There is one point which arises from both the 
statements about which I should like to -have your views at 
the preliminary stage. You deal with the question of the 
allocation _ of customs revenue as between the British 
Government and the Indian States. As far as I have been 
able to judge from the Terms of preference to the Oom- 
mission and the speech of His Excellency the Viceroy in 
which he extended the invitation to the Stales to place 
their views before the Oomoaission, it appears to me that 
that question can hardly arise out of the enquiry on which 
the Fiscal Oommission is proceeding. As a matter of fact 
I am glad that you are representing the states, because in 
paragraph 13 of the Baroda Government’s representation 
you distinctly show that you have appreciated this point. 
You have dealt with it m the following words: '‘It is 
not a little unfortunate that His Excellency the Viceroy 
has prejudged the question, to some extent when on the 
occasion of opening the last session of the Chamber of 
Princes he spoke of the Fiscal question as “ one of 
joint concern to British India and the States, as though 
the revenue from 'Customs was a British Indian receipt, the 
effect of the Fiscal system adopted by Governmenc is felt 
throughout India. His Highness’ Government feel that the i 
above is not a just exposition of the economic law 
underlying the statement. ” I have got a copy of the 
speech which His Excellency made, and to my mind that 
also clearly brings out the point that I am raising now. 
The enquiry is in regard to the^eifect of any Fiscal policy 
adopted by India on the consumers and manufacturers nob 
only ill British India but also in Indian states. The 
'Commission will consider amongst other matters the 
question of a protective policy for India. His Excellency 
says “ This question is one of prime importance both for 
consumers and manufacturers in the States as well as in' 
British India As far as 1 can gather, the invitation which 
His Excellency extended to you was intended to elucidate 
your views on the question as to how a particular Fiscal 
policy for British India would affect your people as 
consumers and manufacturers. I should like you to tell me 
whether you agree with the view I have taken because if 
you do, you will obviously admit that this * Oommission 
cannot take evidence on the, question of the allocation of 
the Customs revenue. 

A, 1 am rather inclined to think that the Terms of 
preference to the Commission are comprehensive enough. 
His Excellency says that a protective Fiscal policy will 
affect the Indian States, as consumers and as manufacturers. 
I beg to say that from my stand point the consumers 
ousrht not to be affected by any increase in the tariff rates, 

. * I i*,,, T.* 


applied. That is one mahx point on -wlihih all the 
States agree. 

23510. Q, I know. But may I point out to you that the 
consumers will be affected in either case, that is to say, if 
import duties are increased when a protective policy is 
adopted, or if a free trade policy is adopted and import 
duties are levied for revenue purposes, (,i do not wish to 
prejudge the issue) the consumers of the^ Indian States will 
nave to pay a part or the whole (that is a matter tor dis- 
cussion) of these duties. The question is whether that 
part should go to the States or to the British exchequer. 

1 think His JCxcellency has made it clear, as you yourself 
admit, that the Customs revenue is exclusively the Bntisli 
Government’s income. I hope you will realise this point 
which you have made in your written statement, namely, 
that the paramount power has got treaties on different 
lines with different States, Do you expect that this Com- 
mission should go into the question ot treaty obligations 
between the different States, treaties 'eotered into on 
different line and under different conditions, and the para- 
mount power, and should determine what part ot the 
Customs revenue should go under different treaties to 
different States ? Do you think that it is a matter ^ which 
can bo carried out by an enquiry of the kind which has 
been entrusted to this Commission or that it is a matter 
which oaght to be decided by the executive government in 
communication with each individual State ? 

This question requires two or three answers. First 
you ask me to tell you how any change in the fiscal policy 
must affect the States. Between 1882 and 1894 the # 
I'evenues from Customs were about 1-BOth part, in para- 
graph. 22 of my statement I have made it clear that the 
Indian Sea Customs Tariff will ahyays be framed iiartljr 
for revenue and partly as a means of protection and that if 
there is any suiplus due to revenue necessities over and 
above what is derii'able on a free trade basis that excess of 
revenue has to be legitimately shared with the Exchequers 
of the Indian States. 

23511. Q. That is nob any answer to my point, mamely, 
that the question is one which has got to oc determined in 
view of Ihe existing treaties. 

- A, That is the second parta All the Indian Slates have 
internal freedom. The question is witli roicronoo Lo our 
foreign relations. 

235 12. Q. You claim to have Fiscal autonomy for the 
States. That is d matter entirely for the Government of 
India to settle. That autonomy can only arise by virtue of 
treaties which may exist between the paramount power 
and the States. That cannot be the subject of an enquiry 
by this Commission. I think you will also appreciate ciio 
‘ fact that this Commission is not in a position or cannot be 
in a position to go into those questions. 

H, This, Bir, is a reply to which we have often been 
habituated. When we tdke a question to the Mnance 
Department they refer us to the Rolitical Department. 
When railway questions go before the Railway Department 
they refer us to the Political Department. VYliun we go to 
the^ Political Department they refer us either to the 
Fina:ice' Depirtment or the Railway Department. It 
reminds me, if I may say so wibhoat any disrespect, of the 
two attorneys Sxienlow and Jorldns referring one to the 
other. ' . - 

23513. <3, There is no analogy in the illustration that yoii 
have given, because the different Departments all form jiart 
of the executive Government of India, and therefore any 
departmental arrangements that may become necessary is 
a matter outside the scope of ^public enquiry carried out 
by men, who so long as they are ^erving here, have nothing 
to do with the executive government of British' India. 
We are tied by the reference made to us. 

A, The B'^iscal Commission will have to discuss this 
point with the Political Department. 

23514. Q. No. The Fiscal Commission will not diseuss it 
“at all. It will only deal with the question what is the best 
tariff policy in the interests of India, and in considering 
this question they are quite prepared to con-sider i^w suen 
a policy would affect the subjects of the Indian fcitates. We 

- j j ^ ji ^ r 
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makinj^ recomTiaen^ations in regard to the fi{5cal4>oliey for 
Britisli India, winch is tantamount to ombracing, if not 
tho whole of the Indian States, a very overwhelming part 
of tho States. On the issue referred to ns we arc prepared . 
to consider any views that the States may desire to place 
before ns as to the adoption of a fiscal polie}" which may 
not only be suitable in the interests of British India but 
also be’ advantageous to the subjects of the States. As 
regards this I shall hear your representation at any length. 
But as, regards the allocation of revenue i cannot hear 3 on. 
After all revenue consideration is a secondary ^ one to the 
question we arc called upon to consider. The Fiscal policy 
may lead to customs revenue, but we ar^ not concerned 
with the oxtent*o£ the . revenue. We are concerned with 
tho question as to what is the best Fiscal policy in the 
intere-its of British India, and in doing so, we recognise 
(as His Excellency has himself recognised in his speech) 
that it wiih aifecl- the subjects of tho Indian States, 
whatever that policy may he. We are quite prepared to 
hear (and we would welcome) the views of the States, \ve 
wish them to tell us wdiat they think of the adoption of 
any particular policy for Britisfi India and liow it will 
alTect them ; and if it in any wny affeels them iidvei*sely, 
how to safeguard thoir interests 111 detei mining the fiscal 
policy. Tliat I understand is the full scope uf the enquiry 
that' is entrusted tu tliLs Commission. On that I w’ould 
welcome any expre-ision of views which the States ni‘ght 
dedre to make. ^ 

A* From His Excellency the Viceroy’s speecli and from 
the communication wo received -we think that there is no 
such limitation ; that is, that our views should be limiled 
merely to the question as to hew fiscal changes would^^alfect 
the Indian States. 

23516. Q. Might I ixjint out that you yourself have com- 
mented upon the speech of His Excellency the Viceroy ? I am 
surprised to find that you now' put forward that view. You 
hsm yourself said in your written statement It is not 
a little unfortunate that Hik Excellency the Viceroy has 
pmjudged the question" to some extent.” 

A, Pre- judged in this way that he called the revenue 
to be a British Indian receipt. ^ 

2$516. Q, Exactly. That is the basis on which the 
question is dealt. ^ 

^.1. I dispute that. 

Q. We are tied down by the terms of reference to 
us. 1 thought that the point was greatly simplified by the 
admission that you have yourself made, 

A, It is no admission. It is a grievance. 

23518. Q. That may be. I take it that your grievance 
has got to he submitted to other quaiters. 

* JL, It has got to be redressed by the Government of India 
and as you are sitting in judgment on th.it question 

2351 S. Q.'We are not sitting ia judgment on that 
question. 

A, The question of tariff reform would indirectly affect 
us all 

33520. I know* This is how the Viceroy explained it. 
He said : The question ia one of prime importance both to 
the consumers ana the manufacturers in the States as well 
as in British India.” 

,4. 'If the Government of India, as they have done in 
the past, go on increasing the tariff rates it is taxing the 
subjects in the States without hearing them* 

23621. Q. That grievance I am afraid the Fiscal Com- 
inission has not been called upon to enquire into. We are 
asked to enquire into the question how any fiscal i)oIicy 
would affect the subjects of the Indian States* as consiimeii 
and as manufacturers. 

- Ai Kaxrowed down to that point, all tlie subjects in the 
wi&eM.‘ try to continue the free tmde policy, because 
noiadtd to their increased charges, 

^2^32. Q.. Thatds your considered view ; we will examine 
- .thatisBue? ‘ ^ . 

'A> P lease sea para. ' Iff of our joint memorandum. 
'.y-'23523., Q, But you have qualified your* view.’ What I 
out is 'this. Let them- put forward ^at is in 
themselves; The Gd&mtssiw willex- 
r’rinte dihat view and wid deal with it Jn 
" 'Bahjeo^'tothe restriction 

^ - , Ex^eocy 'the Viceroy’s 

speech^ ■ 1'' ' to*- ifear,- iii' 'fact I would 

welcome, mf nright 

wish to put . 

A. The views are 

Paragraph 17 gives expression to the ’ / 

23534f. Q. If you^pardon my^saymg's^ are 

angry because the Government of India' 

•Customs revenue with them. Sui^posing for 
sake, that 80 per cent, of the whole populatioir 


lection, you say that because the Government of India 
will not shat e t lie revenue with the States, therefore your 
20 per cent, want free trade. The 80 per cent, will tegai^ 
this to be prejudicial to their economic interests. If you 
take that view, do you think that, that would ho a reason- 
able proposition ? ^ 

A. I must admit that it is not a reasunnble proposition 
Hut you limit me merely to this. 

23525. Q. The CommWon’s functions are limited by the 
authority appointing the Comiuls^jion. I eanuot go htn-nml 
my sphere. 

A, I can sec from the questiomiaire that it could not be 
applied to the Indian States, but at the *same time I have 
to put forward this grievance. 

23523. Q, Your grievance has gone on onr ivef>rds. Ytair 
Statement will go into our records. 

Mr. J'amnaila^ Dwarkmiafi . — Hay I a<k. sir. if ii i-» 
your ruliiii: that this matter cannot ho disfussed by the 
Commissoji ? 

23527 . JPresiilviif . — The Gonuinsrion oanuot eMitf*ider 
anything which is not in thelerins ri* refeiviun*. It is j very 
important question. I want Mr. Ma-unldiai as tin* represen- 
tative of the States to u^alise the <lifiicnlty whieh [ feel, and 
to .say that the hands of tlie Commission are tied by the 
speech of His Excellency the Viceroy and the jvfeivmu* that 
has been made to us. VVithin that limitation I am tpiile 
l>rei)ared to consider the views of the list ales. 

A. We also realise the difficulty. Hut at the same time 
if we merely proceed to the Political De]>ariment with imr 
gi'ievance til this juncture the Political lhq>arlment wit! 
say that the best channel through whieh th{^se q?ieNtioijs 
cuidd be discussed would be the Fiscal Commission, 

23538. Mr.2IaiiL — i sjiokc to the Ihditiciil B»vret:n*y this 
morning, and I luiderstand that that is not his view at all 
A. I am glad to be disillusioned. Bui luy |*,i4. eviwri- 
ence has been going from one to the other. 

23529. ^ir Mctmhiee I)adahki*^,-^Q, Dt^vK not tliefery 
fact that no member of the Btales was put on tlm Commis«i<m 
give a clear indicatimi of the idea of Govermnent p 

Jl. It only gives us another ground of grievance In tlnU 
we are going to be taxed witlnnit being hoard* 
x3530, Pesident.--^Cl. I am glad thal Mr. MunuMiai has 
recognised the view that I have betui putting beIV»re hinn 
We will examine him on behalf of the States ami an hehalf 
of the Baroda Government on the issue referred to us. WImt 
would be the views of the Btates you^ rcpresi*nt as regards 
the best fiscal policy in the interest of India P 

.d.. The views are summed up in paragraph 17, which 
would be a protective duty. 

23531. Q. Yon would be in favour tf a pruteelive duty? 
A, I am in favour of scientifically constructed protwt- 
ion, but no indiscriminate protection.* 

33532. Q. That you have made perfectly clear. You feel 
that if duties are increased by way of protectirm it would 
be to the economic well-being of India ? 

A, I do, sir. 

2353:1 Q. To a certain extent protection in British India 
would be helpful to the development of industries in the 
States 

A. Kbt alw'ays 6\i\ 

33534. Q. Lsay to a certain extent it wwld be helpful/ 
A, Yes, but there may be many exceptions, 

33535. Q. I am only saying that it would be helpful in 
establishing such industries in the States for which there are 
facilities. 

* XYes. 

23636. Q. In your opinion the States would be better off 
in the matter of industrial development under a protective 
policy in Britisli India ? 

A. That depends upon oixr participation in the revenues. 
23537. Q. That is a different issue. I am merely dealing 
' with, the fiscal policy. 

A. Yes. They will be better off. 

23538. Sir Edgar Kolho^ion—Q^ .Iflr. Wauubhai, I pro- 
pose to ask you a few questions largely on the .statement of 
the Baroda Government. In pafagi-aph 3 of your note yon 
point out thav certain fadustries which at one time had 
' attained a high degree' of'exdCllence are withering owin^^- to 
free and ^ Unfettered c^Sinpetition of -foreign counfcnes. 
Could you elaborate that point a little furiher ? ' ' 

’ A, For example the gold thread industry. * 

23539. Q, Have you got any more f ' ■ 

;f to. Weaving of textiles. ' " * . 


etuu mix© mausTs^ 

ihie?' 


liajrfWsfflisli; k 




1047 


-4, Kot over the whole of Lidia, but there were certain 
local centres which were of great importance. 

23e42. Q. You say they were more or less killed ? 

A. Yes, 

23543. Q, Were they killed by the importation of cheaper 
yam and cheaper gold thread ? 

A^ Yes. 

23544, Q, 'l‘he importation of cheaper yarn ’and thread 
might either mean tliat the consumers would get'.the articles 
cheaper or they would have to get inferior articles ? 

A* They got inferior ai tides, 

23645. Q, Was the article serving the consumer’s 
purpose ? 

-4. It was serving his purpose, 

23546. Q, Could you give me any idea of ‘the numbers of 
population who are likely to su:ffer b}’’ the depression of these 
indnstries ? 

A. You mean in the .whole of India ? 

23547. Q. Yes. 

A, It would he a small percentage. 

23548. Q. You mentioned two industries that were allowed 
to go down. The question would require serious consider- 
ation by this Commission whether those industries should he 
started" at the expense of the whole population of India. 

I was hoping that you would he able to give me something 
big. Would you care to give me any other instance ? 

A. In mj" part of the country ti ese are the instances. 

23549. Q. With reference t o pai agraph 7 of the Baroda 
Government’s statement you describe Irdia as a vast infant 
country. You mean in the way of education ? 

A, 1 have marked three stages, which are agriculture, 
manufacture and commerce. There is only agriculture in 
India, and therefore I call it an infant country. 

23660. Q, Your point is ,fchat a nation ought to emerge 
from agricnlture to manufacture aiid commerce. 

A, She has to emerge fr<»m agriculture to mnnufacture 
and then to commerce. She is in agriculture, and there- 
fore I call her an infant. 

23561. Q, Then you go on to sa,y that protraction is neces- 
sary for an infant indust* y that is just struggling into being 
and that is likely to find a favourable pabulum for its 
healthy growth in a country. ' Would you go so far as to 
lecommend protect! n to all infant industries P 

A. 1 would recommend protection to all industries for 
which there is a natural fitness or suitability in the land. 

23562. Q. You would make the grant of protection sub- 
ject to the condition that there are natural advantages in 
' India ? 

A, Yes. 

23663. Q. At what^oint would.yoii protect them ? We 
' have had put before this Commission all sorts of views. 

A, I call my tariff a scientifically constructed tariff. 
Every three years you revise it. If an indusfry is develop- 
ed by the time you revise It then jou Would i educe tlie 
protection. 

23564. Q. Would you start such industries; or would you 
allow private ente* prise to start them and then help them 
during the initial stages ? 

A, There ought to be private enterprise. 

23565. Q, Ton would not recommend that ihe State 
should step in and start new industries ? 

' A. No. 

. 23566, Q, You are prepared to take measures against 
dumping? 

A, Yes, 

2355?. Have you sugared from dumping in recent 
years ? 

A, We had some sugar refineries which suffei’ed on 
account of the dumping of cheap su gar, • 

23558. Q. Last year ? 

J[. No. Not last year. It was in previous years. 

23659. Q. At the present -moment sugar is rather a 
highly protected commodity ? . . * 

. A. i was talking of 7 or 10 yeai-s ago, 

23560.* Apaftfrom sugar, have you to yoar knowled£e 
any industries -which have suffered from dumping ? 

No, Not in Baroda. 

2356L Q. Speaking with your knowledge of other States 
* have you any instances of industries which suff ered from 
dumping P 

' A* There would be several/ Mysore, for instance. 

! * 23562. Which one ? 

A, I will not call it a key industry. In Baroda there 
was during the war a cocoa and chocolate factory which 
suffered on account of foreign competition after the war. 
It ' was not a mere chocolate factory. It produced also 
glycerine, etc. 

23563. Mt\ SesMgiri Ayy(Lr^\hA soap industry in 
Jlysore also suffered. 


A, Yes. 

23564. Sip JSclgap Holherton,^^ Q. Have you got any key 
industries in Baroda ? 

A^ I do not think there is any key industry in Baroda, 
23565. Q, 1‘henyou are only speaking brcadly ? 

-4., Yes, 

23^66. Q. 1 here are one or two questions which you may 
not care to answer. It is a fact that in order to avoid the 
incidence of taxation in British India it is rather becoming 
the custom of merchants to put up factories and mills in 
the Indian States ? 

A. 'Ihey do it not because they want to avoid any inci- 
dence of taxation, but because there are other facilities 
which they get. 

23567. Q. That is a very interest in g point There is a 
process of capitalists trying to establish factories in Indian 
fetates ? 

A, It is probably because some the States are in- 
spiring more confidence. 

23568. Q. That is what I wanted to get at. Is it be- 
cause the States are giving some assistance P 
A. They are giving assistance. 

23669. Q. Will you say hat sort of assistance they are 
giving ? 

A. I think we are giviig them hans ; we are acquiring 
lands for them under tl-.e land Acquisition Act ; and ue 
give them customs facilities also, '/.e., we give them exemp- 
tion from customs. 

28570. Q. That is your State’s customs ? 

A. Yes. 

23571. Q. Well, in fact you really have definitely adop- 
ted, as regards your State, a policy of protection, 

A. We have really no customs, and so there is no protec- 
tion. 

5f3572. Q. Protection does not consist entirely in customs. 
You have been giving facilities ? 

A, Yes. 

23573. Q. That is very interesting to us. Have you had 
very many people who are taking advantage of the facilities P 
J. I should think durine the last two years there Imve 
been s'^veral people. We have got 12 cotton mills, some 
cement factories, some oil factories. 

23574, Q. In fact, the result of your policy has been a 
definite trade expansion ? 

A. Yes. 

28575. Q, To that extent policy up-to-date is very 
successful ? 

-4. Yes ; it is hopeful. 

23576. Q. And 1 suppose it will he a definite advantage 
to the State to bring in an industrial revival ? 

A* It would be a great advantage. 

23577. Q. At present the majority of your State people 
are agricultural ? 

A. _66 per cent, of our people aie agricultural. 

23678. Q, Now do you fine! in your States any difiBcuIty 
of labour P 
A, Not much. 

23579, Q. Do you find for instance that those concerns 
which are situated in your States find locally the amount of 
labour they require. 

A, Yes. They do. 

23580. Q, In addition to that, do you export any labour ? 
A. From Kathiawar labourers go to Dombay, Labour 
is also exported to Abmedabad. 

23581. Q, That is looked upon with favour by the ad- 
ministration of the State ? " 

A. Yes, 

Q. It brings money to your States ? 

A, Yes. 

23683, Q. Of course those people who go are not put 
under any disabilities in British India ? 

A. Bo, 

23584, Q, Nor do?you put any disabilities on labour from 
British India ? 

A, We do not put any disability. 

23585. Mr. J. C, Coyajee,-- Q,, Have you employed 
bounties to assist industries ? 

A. No j Wo have not. - 

23586. Q. There was an assertion made before this 
mission by two witnesses—Professor Jevons was one of them 
--that in the case of most Indian States a policy of protect 
tion is not likely to encourage substantial indusUuesi p 
A, I do not see why he made that assertion, ' 

^ 23587.' Q. Then comparing the manufacturing potentiali- 
ties of British India and of Indian fcstates asa whole do yoii 
think the potentialities are fairly equal ? ^ 

-4. They are. , ^ / 

23588. Mr. 

mission records * the adoption -edt »'’*poliey of 
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Uie Indian Stales be n beitev^^sit ion tbaiuf they 
Tecom mended a policy of protection ? 
ji. They would x.ot be- 

a3689. ‘Q. Suppose we adopt the principle of prot^.iion, 
would the subjects of Indian States enjoy the^same privileges 
as the subjects of llritish India would enjoy— *1 mean in 
the starting of new industries f 
A, Yes, 

23590. Q. As regards the disadvantages to the consumer 
in a policy of protection, I suppose the Indian States would 
not be in a worse position than the subjects of British India. 

A, That is correct, except for the position that they 
would he taxed without deriving any advantage from the 
proceeds of that taxation, 

23591. Q, Apart from that, generally they woold not be 
in a worse position ? 

A. Ho. 

23592, Q. Soj whatever policy he adopted — free trade or 
protection — ^tliere is no need for any differentiation between 
the subjects of British India and subjects of Indian States ? 
A. No. , ^ 

23593. Q, Your point is that you want to get a share of 
the customs duties. Apart from that there is no need for 
differentiating between these two classes of subjects ? 

' A, No. 

23594. Q. In paragraph 8 of your memorandum you 
stale : ** The protection of textile fabrics of counts above 40 
would be justified on the ground of their infancy, but pro- 
tection of the textile industiy for the coarser counts can only^ 
lead to the enriching of the few fit the expense of the many.’* 
Would that apply also to the handloom industiy P 
A, It would. 

23595. Q, I want to ash a question because it is not 
apparent from the memorandum you have put in. Is there 
a largo field in Baroda or in any Indian State for the 
operation of the handloom indushy ? 

A, There is. 

23596. Q. At present there are not many'power looms in 
those places P 

A. We are introducing them. 

2859?. Q, Does the handloom industry derive any iwti- 
cular benefit from the State P 
A, None. - 

23598. Q. At present in consequence of the absence of the 
power loom industry the handloom industry is not affected P 
A. It is not affected. , 

23599. 6. 1 believe the hanc^loom industry is a fiouri- 
ghing industry P 

2360d. Supiposing power looms are started in the 
States, do you think the handloom industry would he 
affected^? 

A* I "do not think they would be affected. Their spheres 
are different. 

^ 2360L Q. That is, the persons to whom they cater would 
be different 
Yes. 

23602. Q, You refer for example to the gold lace trade, 
and you state that in consequence of the introduction of 
cheap foreign gold lace the Indian industry has suffered ? 

. A, Yes. 

23603. Q. Sir Edgar Holberton asked you whether the 
consumer is not entitled to have the cheaper gold lace if he 
chooses ^to have it. 

A^ If the consumer chooses to have it, one cannot pre- 
vent it. 

2S604. Q, But do you agree that the consumer does hot 
really benefit by the cheaper lace ? The good gold lace 
wears longer, . The cheaper lace fades in colour and ulti- ‘ 
* mainly the conmimer is not benefited by it. 

^/That would depend on so many factors, such as 
changing tastes, 

' 23605. Q. Apart from changing tastes, cheaper things do 
not always mean reahbenefit F 
A. Yes. . . “ 

286Q6. Q.-One gentleman gave evidence befdre'tHs Com- 
’mi-ssm:afe regards the manufacture of spirits. ' You know 
that ta a- certain extent the Indian States are regarded as 
territory? 

A. Yki’ &s ^gards the Customs Act. 

23607. Q. l^ythelFb&mg* treated as foreign territoiw are 
they put m a worse poiitihn ? 

, A, You refer to the Alembic factory that is manufac- 
turing spirits and liquCt iii" Baroda ? ' They, have ta pay 
duty twice over. * ' ■ , . -■t' j 

23608. How P 

A. Onoe when they are imported into Bombay and again 
y^hen they are imported into the area of consumption. 


23609, Q. Bo, what you like h ilml you 4ioulil 

either be regarded as entirely foreign territory or m s<4eiy 
Indian territory ? ^ ^ 

yi. The. present |x^itiqn is incoiisisieid. If the Jwi- 
dent had allowed me 1 would have said timi. 

Tite President^Ym are quite wekx me to give 
your opinion. You can tell u» how the present fiscal I’^^liey 
adopted in British India affects your people, Where yon 
have grievances a$ regards the present ptilicy you are per- 
fectly welcome to give' vent to them Only the quonllon of 
allocation of the revenue cannot arise m this Comtnl^ion. 
You are perfectly welcome to give expression any 
grievance in regard to the Fiscal policy adopted in Bntish 
India, 

23611. Mr. Seshagiri Aj/i/a7\^Q. A private manufac- 
turer from your State has given expression to the grievanc** 
I refeiTecl to, and you as representing ilie various Indian 
States are in a much better position to ex 2 »lain ilie position 
to ns authoritatively. 

-^1. That spirit manufacture is put at a great disulvan- 
tage. 

23612. Q. Is tliere any oilier iiulusliy ihal would suffer 
similarly ? 

A, That is the only industry I can think of. ^ 

23613. Q. TJiat is, in consequence of the excise ]sihey of 
the Government of India, if spirit is manufaetnivd in an 
Indian State it has to pay cusinns twice over 
-d. And it cannot get any footing in certain preunee*.. 
For instance, the Punjab Government refused to inip»rt 
any liquor from Baroda. 

Q. That is to say, the Local Governments refuse 
to take any spirits manufactured in Indian Slates. In that 
way>lso Indian States suffer ? 

A. Yes. 

23615. Q. Apart from spirits, there is no other induhiry 
thatwmild suffer, if it< is started in an Indian State F 
A* There are other industries, e.//., sul]diuric acid. A 
sulphuric acid factory would not get salt because ii in ii 
monopoly of British India. 

23616. Q. So, the manufacture of sulphuric acid would be 
handicapped ? 

A» Yes, 

generally alkali industries would suffer. 

23617*. Q. AJI these that depend uijon salt would MiflVr? 
A. Yes. ‘ 

23618. Q. Apart from these two, you do noi think that 
the manufacturer in an Indian Btate would suffer ; 

A. There would not be any disadvantage unb^HH there is 
monopoly in British India. 

23619. Q. Now, if a portion of the agricultural population 
are di‘awn to industi’res, do you tliink that agiicultnre would 
-suffer ? 

' A. No. ' 

23020. Q, What is the extent of the ]»opu]atlon that 
take to agriculture in your State ? 

A. 66 per cent. 

23621. Q, You think that a good portion of that 66 per 
cent, can be drawn to industrial piu'suits audihat agricul- 
tural W’^ould in no way suffer p 
A, Yes. 


.5004^. ui course, tnere nave been lamineH in vnin 
_aces ? 

A. Unfortunately, yes. 

23623. Q. Supposing you put an export duty m food- 
grains, would that have any effect on the famines? 

A. Well-; we have been up to now consistently opposd 
to any export duty. But other States have been in lavdm 
of those duties, and during the last famine I saw thai 
those duties, were Useful in keeping the grain in the parti* 
cular localities. 

23624. mean prohibition P 

A* Prohibition or heavy export duties, 

23625* Mr, Mani , — The question of the allocation oi 
the customs revenue has been ruled out of order. There m 
a uumber of olher grievances put forward in your 
duin which I think are of doubtful relevancy. The first 
cuiTeney and the right of coinage. 

•1 • it is obvious, Mr, Mant, that 

It 18 not withm our terms of reference. 

Mr, Mant. True, but I do not want to pass over thesi 
statements m silence. I want to have it on record that wi 
did not consider these points. The other is opium, mi akc 
postal rates and salt. . , 

•“^I'hese must be ruled out. 

TJ connection I may state that wh&i 

tiie rrmces Chamber was started one object wag to 

questions of Jolnl 

interest to British India and Indian States conid 
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23626. ^feside7it ; — Q, I am glad you have made that 
explanation. It means amtther tribunal has already been 
appointed to deal with these matters. The Fiscal Commis- 
sion has not got to consider that. 

It the Fiscal Commission discussed these questions, 
it would be easier for the Princes’ Chamber to discuss them, 
sometHng should be done to put the matter before the 
executive Government. 

28627. President : — If the Government of India want to 
enquire into the matter I have no objection. If the 
Government of India speciiieally ask us to go into this, 
then we have no objection. 

A, We say that during the past Indian States have not 
been consulted and there ought to be some channel of con- 
sulting the States. 

23628. Mr, MaM : — As regards the tariff policy the 
general position of the States you represent is stated in para. 
16 of the joint memorandum. I understand the position is 
this : that if the States are given a share of the customs 
revenue they favour protection. 

A, They do favour protection and ask for a share of the 
i*evenue. They do not favour free trade at all. 

23629. Q. I understood them to mean that if they did not 
get a share they would favour free trade. They say* ; ** The 
easiest remed}^ therefore, for the practical injustice of the 
present order of things is for the States to suggest, apropos 
of the main question before the Fiscal Commission, that 
India should remain a free trade country-.** 

A. Bnt they proceed to state that such an attitude would 
be extremely selfish. ^ 

28630. Q. It is a little vague, I wanted to make your 
position clear. You are in favour of protection whether you 
get a share of the revenue or not ? 

A, Tes, 

23631. Q, Well, have you any suggestions to make for 
the States to be I’epresented, or their subjects to be repre- 
sented in applying the principle of protection ? 

If I may venture to make a suggestion, if there is a 
pennanent board for settling these tariff rates, one member 
from the Indian States may he asked to serve on that board 
so as to watch the interests of the States. 

♦ 23602. Q, Of course you realise that the decision as 
regards the actual duty will rest with the Indian legislature, 
though if a policy of protection were ^opted, fhere would 
presumably be an enquiry by some sort of Board before any 
matter was brought before the Legislature. 

A, I say Indian States represent i of the population 
of India and it would be more satisfactory if some repre- 
sentatives of the Indian States are joined on to the Board. • 
Their interests are generally identical with those of British 
India, though in some respects they may differ. - - 

28633. Q, In England under the Safeguarding fof In- 
dustries Act, they have a large panel of jurors who are 
permanently on the roll, and when they want to enquire in 
to a particular industry they choose out a jury of five. If 
.that system is adopted, do you think it would be a feasible 
att’angement to put members of the Indian States into that 
panel ? 

A, Yes. 

^ 23634 Q. There is one other question. ^ You sum up the 
views of the States of Imperial Preference in these words 
The view briefly is that the producer and the- exporter in 
India should have no restriction placed upon his liberty to 
sell his produce in the best possible market.** 

A. In other words, the States are not in favour of Impe- 
rial Preference. 

28636.' Q. Would you explain what is meant by that” 
statement? It does not seem to me that Imperial Prefer^ 
ence places any restriction on the liberty of the producer. 

A, What they mean is that they should have a free hand 
in' the determination of their tariff. They did not feel 
that there was eqnality of citizenship of the Empire ; that 
was also their view. ’ - ^ 

23686.' Mr, J'amnadas Dwarhadas,-^^, You said that * 
there was some difficulty in consequence of British India 
treating your State as foreign territory. You instanced the 
case" of the Alembic Chemical Works and spirits. ]N‘ow, I 
understand — we were also told by the witness who appeared 
on behalf of the Works— -that that difficulty has been got 
over,- because so far as that particnlar concern is concerned 
the idea of treating it as within foreign territory has been 
dropped. 

A, There is still some political difficulty. It is this : in 
order to export the spirits they have to* be examined in 
Baroda by some British officers. So that difficulty will 
remain. 

23637. Q. With regard to the Punjab Government not 
admitting the products of the Alembic chemical works in 


their Province, have you any objection to tell us if you 
have made any representation fom your State ? 

A, I have no objection to tell you. We made a represen- 
tation and they refused to admit on the ground of temper- 
ance, which I was rather amused to read. 

23638. Q. You said that you have various industries 
started in your State ? 

A, Yes. 

23639. Q. I suppose some of the companies that have 
started these factories in your States ai’e registered in either 
Bombay or some part of British India. What is the policy 
adopted by the Brit'sh Indian Government in such a case ?* 

A, If the location of the factory is in Baroda they traal 
the products of that factory as if it were foreign, even 
though the company may be registered in British India. 

23640. Q. On this question, don’t ^'■ou think that a 
different policy ought to be adopted ? 

A, Yes ; it ought to he, 

23641. Q, It is a British Indian concern for all practical 
purposes, and the only thing is that its factory is located in 
an Indian State, 

A, What I am particularly anxious is that the location 
of factories in Indian States’ territories ought not to he 
discouraged or handicapped by such differential treatment. 

23642, Q. You stated that you were in favour of a policy 
of discriminating protection ? 

A, Yes. 

21643. Q. How, if a policy of protection .were adopted, 
don’t you think that along with the advantages that would 
accrue ^ to the British Indian subjects by that policy of 
protection, there will be a simultaneous advantage to * the 
subjects or Indian States also ? 

A, There will he. 

23644. Q, Leaving aside the question of the allocation 
of the revenues, you are in no way opposed to a policy ol* 
protection ? 

A, With certain limitations, viz,, it is discriminating and 
it is sufficiently guarded as not to allow trusts and combi- 
nations. 

23645. Q, In your memorandum you have mentioned 
certain industries whose claims for protection must be 
considered. What woitld be your general attitude towards 
industries which have not yet been handled P Do you think 
that a policy of protection should be adopted in their case P 

A, As I said provided the industry met with favomuble 
surroundings in the soil, protection ought to be given. 

23648. Q. Would you select those industries for which 
there is a prospect P 

A, Yes. 

23647. Q, What form would jrour protection take ? 
Would it'take the form of import duties ’on articles produced 
abroad or would it take other f owns ? 

A, In certain cases a bounty may have to he given. 
Where an industry is confined merely to one small locality, 
instead of increasing the import duty the State should 
give a bounty. 

23848. Q. You may answer this question if you like. 
Does your State give bounties ? 

Ho ; but in the preliminary investigation we render 
them all the help in getting expert scientific opinion. 
After starting the indugSy, we do not give any bounty. 

23649. Q. Do you encouraice the growth of industides 
in the country by training experts ? 

A. Yes. 

23650’. Q* I should like to know what your Satte does 
towards training experts ? 

A, We have systematically been adopting the policy of 
sending people to Europe and America. 

23651. Q, You have also an institution in your State 
where you train people in chemistry. 

A, Yes. We have lately also Wn sending people to 
Europe and America in order to get training there. 

23652. Q, You give them Scholarships ? 

A, Yes, loans and scholarships. 

23653. Q, You send your students to Europe, America, 
England, Germany and other places. Do they get facilities 
for training in ^e factories in England? 

A. I am afraid not much. 

23654. Q, In Germany ? 

A, Of late they have been getting facilities. 

23655. Q, In America? 

A. Yes. 

23656. Q. Have you represented to the Government that 
in England your students do not get facilities? 

A, No, I have not represented. 

23657. Q, May I take it as your opinion— it has been 
expressed by many witnesses —that while purchasing stores 
largely from England we ought to make it a condition with 
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tlie Englisli factones that they ought to ialce out* mm foi- 
pixTposes of traiaing ? 

A* It would he desirable, but I am ’’not sure whether we 
can atiaeh that condition to our purchases. 

2365S, Sir Mamchiee BadMoi—Q, I understand from 
your evidence that the policy which has been adopted by 
Native States is one of encouraging their own industries 
and giving them all manner of protection ? 

, A. Yes. 

2B659. Q. And this has been adopted for several years 
past ? , 

A* I think so. 

23660. Q. That policy has been adopted in antithesis ^ io 
the policy of free trade which has been adopted in British 
India. Your Native States have come to the conclusion 
that that policy has been of considerable benefit to the people 
and you also feel that it is in the interests of the States ? 

' I. Yes. 

23661. Q. I understand that the protection that your 
States give is easy loans, 

A, Yes. 

23869. 0,. State information, initial aid, exemption from 
customs "duties, cheap land and sometimes free gift of lauds. 
A, No free gift of lands. 

23668. Q, Cheap lands and all other substantial assist- 
ance? 

-4. Yes, 

23664. Q. Do you think that it pays in the long run to the 
State ? 

A. Yes, I think so, 

23665. .Q. You get additional revenue P 
A. Yes in the form of excise. 

23666. • Q. You consider that the State prospers economic- 
ally'? . ' . 

A. Yes. ' 

23667, Q. The subiects are in a batter position ? , 

A. Certainly, 

23668, Q. If a similar policy is adopted in British India, I 
believe it would not really be in conflict with your interests?* 
A. No. 

23669, Your interests as well as the interests of British 
India are identical P 
A, Yes. 

23670. Q. If a policy of protection is adopted in British 
India, do you think that it would give indirect benefit to 
tbe States r 
A. Yes. 

23671. Q. Now I 'should like to know whether you would 
give protection to new industries P 


A. Y'vs, if tV*y uill bi* of to tin Suit . 

23672, Q, Bo. vmU imi limit t** **xkling 

iiiduatrics. 

A. No, 

23672. Q, Iiuhis l‘ w.rul i ilkn |ik>w r.ur 

thing from ynu. You yaid in aiiNWisU’ t < Mr. Jfant that 
would like io have in the ]>enuaih'itt b 'Oyd represent 
of Native States. Weitld nr\ that |it4ticm I*' : 

because this ^K^rntumni IvmH w^mbl he uieb r the eonirn] uf 
the Indian H‘gidaturt% ami they win euly deelle with re- 
ference to the policy of Britis t India. Tu put re|»rej,eiita- 
tives of native princes in this h nly weuld nuike the 
anomalous. 

A. It would reduce the anomaly. 

23674. Q, HowP 

A, At present we are not hearch ai all. 

23675. Q. You think that thi>, body wlu*ii making vecdu- 
mendalions will also look to the diffieulties cl Native Btates? 
A. Yes. 

28676. Q. Do you think that one nr Iwt*^ rc-prfseniaiivcs 
on a board like this will have any infiucuce ? 

A, It will depend upon the Ciuuliiy of the men, 

23677. Most of these stales have whal is vullM 
‘ transit duties,* 

A, They are all abolished. 

23678. Q. You don’t impose any duly on giuffa that 
come from British India ? 

A, In Baroda we don’t. In Gwalior and Indore they 
do. 

23670. In Hyderabad they have a duty of 5 per eenl* 
on every p’eoe of article that comes from British India and 
also on every article that goes to British India. 

A, That will he their own export and import duties, 
23680, Q. Will not those duties c:>me in onfliet. 

A, In Baroda wo have abolished those duties, 

23681, Have you got anything like excise duty ? 

X We have, ' - 

23^2. Q. On cotton P 

A, Yes, We get one lakh and fifty thousand in excise. 
23883. Q, Have you any duty on yarn ? 

A, No. ‘ ^ 

23684. Q, On yam fabrics P 
A. No. 

23685. Q. On imported yarn ? 

A. No. 

23686. Q, You don’t think there is any real eonllmt 
between the handloom and the powerloom industry in 
your part of the country ? 

A. I don’t think there is any, 


Witness No, 146, 


The Hon’ble Mr. Laluhhai SamaMas» CJ.B. 
Written statement, dated the 6th March 1922, 


23687, The main goal of a Government is not only to pre- 
semlaw and order, hut to improve the physical, intellect^ 
social, economical and moral conditions of the people of 
the country,^' Although the present inq^uiiy is directly 
with .the improvement of the economic condition 
of the people in as far as it is likely to be afEected by the 
impositions of tariffs, yet as the former depends so much 
on the improvement of other conditions, I will have some- 
times to refer to.^ the necessity of improving these 
as a means of advancing the induskial regeneration of the 
country. 

23688, All self-goyei‘ning countries have always tried to be 
as far self-contained as possible, so that they may not have 
to depend upon any other countries for their requirements. 
The ne<^Bity for maHi^ such a provision is felt because 
. the world IS divided^ into various races and nations each 
fig^ng for supm-ionty over the "other" Jf the whole 
^ fedwted state, free.^ T^oald-bathe 
' be adopted between the compcment 

■ , of E&ce tod ftligigu, 4eeided to allow Erie 

aJl commodities, each nation 
produbmg fei^id^lor-wbich it \yas best snited and if there 
were one fet^ncy protective tmdffs would fie 

deemed ^nece^y. Riebard Gob^n bought that he 
would be able to instil this ideal' of bhmanitj'in all nations 
A not on spmtual, then at least on selfish grounds. 
He, however, failed, as he was bound to do so long as 
human beings are even now mere beasts with a veneer of 
civilization only. In spite of the teachings of Loyds 


Shri Krishna and Buddha and after twenty centuries of 
the progi’ess of Christianity the late war showed that man 
was not only a possessory animal, but pre-eminently a 
fighting animal.. When nations are not fighting with 
we^ons, they are usually fighting with pen and very often 
with tariffs. While self-governing countries are free 
to ad^t any policy that suits them, dependencies ■ 
obliged to carry out the behests of the governing nations. 
Since the advent of the British in this country, India has 
never had an opportunity of adopting protective or any 
otha’ policy for the industrial development of the country, 
as the Grovernment of India was not free to take any 
aoHon which would clash with the commercial interests of * 
xbagush manufacturers. 

23889 UndAT the ordei-s of the Board of Control df the 
iast intoa Company, totive jaeasOTes were adopted hv the 
Qwei^ent there to crash os* of existenoe indh4sgto ■ 
indu^^ la fie toimti’y. Mr.-itomeA Chandra 

m tiiose days WM to hill all competition froniMa^ 
mamiftotnred artwles, especially of pieee-goods. Not 
raly were high protective duties put by England on 
Inman iin;^rts but insidious attempts were ordered to be 
.divert sMUod artisans from their 
industrial P^-stute. At the same time, facilities were 
being given by the manipulation of Iteilwav rates etc 
to bring mauufactui'ed i-itish goods at tife dSAe 
consumer at as low a cos' as possible. When Bno^land 
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labourers to get obeap food so that they could produce 
Hianufactiired goods at a low cost and thus enable 
England to capture the world markets. Owing to her 
geographical position and the advanced condition of her 
industries, that policy was the best in her interests at the 
time j and that pciicy was also introduced in this country 
without studying the industrial needs of the country, 

' as it helped iSngland to push the sales of the manufactured 
goods all over this country. To the British manufacturer, 
India was and is nothing more than a good market. This 
idea has so much obsessed the Manchester manufacturers 
that when the Government of India put up this year 11 
per cent, duties for revenue purposes only, they carried on 
a' very strong agitation jn England either for the 
abolition of these duties or for an imposition of a 
countervailing Excise duty. India had fortunately 
Mr. Monta.fu at the head of the affairs and the Coalition 
Ministry was strong enough to withstand the pressure 
of the Manchester embers ; otherwise, the British Cabinet 
might have been obliged to cave m, and India’s 
interests would have been sacrificed at the behests of the 
Manchester manufacturers in the name of free trade. It 
will he seen that while in early days of the British 
administration of this country, the policy of Government 
was to throttle Indian industries, in the later days, after 
the adoption of free trade policy by England, tie same 
policy was foiced on India and till a few years back very 
little if any interest was taken by Government in the 
industrial development of the country. The demand for 
higher technological instruction was met by the reply 
that there was no demand for such highly trained men by 
existing industries in the country and the demand for 
protection or subsidies was met by the usual reply that 
it was not the duty of Government to render financial 
assistance to private enterprises. India thus suffered 
from all the evils of a laissez-faire policy, the attitude of 
■ Government towards the development of indigenous 
industries and the establishment of new industries being 
entirely apathetic if not at times hostile. Lip sympathy 
was expressed now and then, but Government did* not go 
beyond the stage of such lip sympathy. 

2S69U, With the introduction of the Morley- M into Eefenns 
fe.nd the greater awakening of the industrial consciousness 
in the country," a Bombay representative in the imperial 
Council Sir Ibrahim. Bahimtulla — moved a resolution 
suggesting the appointment of a Commission to investigate 
and report on the measui’es necessary to secure the 
development of Indian industries, Government accepted 
the resolution and appointed a Commission of inquiry 
presided over by Sir Thomas Holland. The terms of 
reference, however, were so framed as to keep Out the 
fiscal policy of the Government from the scope of the inquiry, 
ah omission to which attention was drawn by the Indian 
Merchants’ Chamber and Bureau and other bodies but no 
action was taken thereon. Since the appointment of the 
Commission, and more specially after the difiloulties ex- 
perienced during^ the great war, the angle of vision of 
Government officials has changed to a certain extent. But 
even now, when England hei’self has introduced measures 
to protect her key industries we are still having a commis- 
sion merely to inquire whether protection ^ or free trade is 
the best policy* for India ; instead of having a Committee 
to find out the best method of supporting existing indust- 
ries and establishing at least new key industries in the 
Cnunti'y, 

23091. It will be seen finm the above that England has not 
been consistently a free trading country* Her Governments 
have changed their policy from time to time — ^fi’cm protec- 
.t^rion to free trade and then again to part protection and 
imperial preference according to the industrial needs of 
the couniry as they varied from time to time* India 
under the British rule has had neither a fiscal policy of her 
own,, nor have the Government of India adopted, any well- 
thought out and constructive measures for the industrial 
development of the country. The time has now arrived to 
take up in right earnest the work of systematically 
fostering the growth of industries in such a way that India 
may in the near future be able to produce and manufac- 
ture all articles needed by her sons. Protection by itself 
. canno^do this. What is required in addition to protection 
wherever found necessary, is to take up the work of prelimi- 
nary investigation regarding the establishment and develop- 
ment of key industries-“in which I would include the Iron 
and Steel industry-— and to suggest the best meihods of help- 
ing the existing and starting new industries by (1) the 
provision of technological institutes and Technical schools, 
(2) extending the scope and improving the present system- 
of primary education, so that unskilled labour may bt 
trained. for skilled work, (3) by providing railway facili- 


ties for the carriage of raw niaterinl and ^ finished products, 
(4 by providing her with a meroaniilo marine ot her 
own, (5) by the opening o£ Museums and holding of exhibi- 
tions to bring the manufactui’ers into direct toiieh with the 
consumer and (6) by thor starting of consumers Co-operative 
Societies all over the country to do away as far a; possible 
with the profiteering carried on by middle men. 

23692. Each country has to adopt a policy of free trade 
or protection — and that in a general way or f«'>r particular 
manufacturers — according to its political and industrial cc-n- 
ditions. While -academically I wish the whole world to 
have one common currency and no rc-^trictiou on trade, in 
the present condition of India, ^ protection of some sort 
whether by tariffs or subsidies is absolutely noees'»arv. 
Tariffs provide a more suitable form of taxation than di- 
rect taxation in India and if more money is required by 
Government I would like them to have rccourho to tariffs 
in the first instance, and to keep the industrial needs of the 
country in mind at the time of fixing the customs duties 
for various articles, he existing tariff being for Tovenue 
jnirposes only, has had no direct effect on the advance- 
ment of industries, nor will the continuance of the same 
policy have any such effect, I am strongly a.gainst the 
imposition of countervailing excise duty on Indian manu- 
factured goods when any eustoms duty is imposed on foreign 
goods. 

23698. While the primary object of imposing cusiems 
duties is and will he to ohta‘n leveniie for Government, the 
Tariff should be so manipulated as to give pr«‘itoiicn to 
existing and to foster the growth of new industries. I do 
look forward to the day when India will be self-contained 
industrially and will not have to depend upon other coun- 
tries for its requirements of manufactured oils. illi 
what little knowledge I have of the agricultural, f« re^i and 
mineral resources of the country, I do not see any rea>(m 
why India should not, in the near future, be quite self- 
dependent in these matters if an active polic}* on the lines 
mentioned above is adopted by the Government and the 
people, 

I would like protection to be extended to such industries 
as can after a certain number of years withstand foreign 
competition without any extraneous assistance. While 
tariff provides the best method of protection of struggling 
industries in existence, help for the promotion, of new indus- 
tries should lake the form of money grants and various other 
facilities some of which I have nientioned at the end of my 
prefatory remarks.. Government must seek the advice ot 
technical experts and of industrialists In framing a 
programme for future work in this direction, and put down 
the order in which new industries should be taken up for 
grant of such assistance. 

23694. In case of import of foreign goods which are 
sidised by the prodneing countries, a countervailing import 
duty to the same extent should be levied to grant special 
protection to home industries. India’s or Britain’s represen- 
tative in those countries should he in a pi^sition to get 
definite information on the subject and keep the Govern- 
ment of India informed of the same. It may also he 
advisihle to send out now and then a Commission of 
enquiry for this purpose justias professor Hamilton was sent 
to Japan. 

23695. I want hand industries to be maintained and 
helped through the Co-operative movement by starting 
weavers' Societies, etc* 

23696. At iiresent there is no danger of any combination 
of ^ producers in a nature of American Trusts coming into 
existence in this country. If, however, such a contingency 
arises, the then Indian 'Legislature which is bound to be 
more democratic than now, will be in a position to take 
stops to counteract the evils likely to result therefrom. 

23697* I do not think for some time to come British 
capitalists would care to start industries in this country to take 
advantage of protective duties. If after a few years they 
want to come in, I would not prevent them frcji'n doing so 
provided at least 51 per cent, of the capital is Indian and 
half the Directors are Indians ’also* I am against allowing 
any other foreign capitalists including colonials to start 
industries or to get mining concessions in this country* 

^ 28698* When the interests of the producers of raw mate- 
rials, the manufacturers and the consumers of finished 
products clash Government can with the advice ^ th^ 
Board mentioned in my reply Mo* 29 (below) take such 
action as will lead to the greatest good of the greatest 
number* 

23699, I am in favour of creating a permanent Board for 
examining the claims of various industries for: ^ protection 
and fixing the nature and amount of protection to be 
granted to each industry. Such a Board is neq^ss^ry not 



oiJy to give advice about protective duties for various iadus- 
tries but to advise as to wbat class of macbinery or vm 
and part manufactured articles should be allowed duty five 
or should be charged a very low duty to help other mdustries. 
As an instance I may refer to electrjpal machinery. 

Onbehalf of companies interested in the greater use of 
electric powers iu this country, Mr. Cumetjee has given 
evidence to show that a reduction of 'dirty on electrical 
machinery and equipment will lead to a cheapening of the 
cost of producing of electricity. With cheap electricity a 
larger number of small industries may be started than is 
possible otherwise. All these questions will come up to the 
proposed Board for their advice. 

2370t>. On general grounds I am not in favour of the 
idea of Imperial Preference. The very tenn « Imperial 
Preference ’’ connotes preference on political and not on 
economic grounds and in so far as it has political signifi- 
cance, it can well be left to be decided on by politicians. 
Prom the purely economic point of view, I do not object to 
give preference to any country if there is reciprocity, and 
li it is found necessary after proper enquiries that the 
granting of such preference is in the -interest of the indns- 
k'ial development ot this country. 

23701 . Amongst the existing industries in the country 
that need protection by tariff for some years, I shall men- 
tion only those about which I have some pergonal 
knowledge and they are : — Iron and Steel, which in a senge 
b a key industry, sugar, cement and glass. In Iron and 
Steel, I include all' subsidiary industries also, as regards the 
utility of, the former, there can he no two opinions after the 
splenmd services rendered to the Empire by the Tata Iron 
and Steel Co., Ld., and recognised in handsome terms hy 
Lord Chelmsford in the speech delivered at Jamshedpur in 
1019 

‘‘ In the second place I wanted to'come here to express 
my appreciation of the great work which has been done by 
the Tata Company during the past four years of this war. 
I can hardly imagine what we should have done during 
these four years if the Tata Company had not been able to 
give us steel rails, which have been provided for us not only 
for Mesopotamia, but for Egypt, Palestine and East Africa. 
And I have come to express my thanks to the Directorate 
of this. Company for all that they have done and to Mr, 
lutwiler, the Ceneral Manager of this Company, for the 
enthusiastic work which he brought to bear in this behalf 
during the. past four years. (Applause). It is hard to 
imagine that 10 years ago this place was scrub and jungle 
and here we have now this place set up with all its foundries 
and its workshops and its population of forty to fifty 
thousand people,’* • 

237C2. A representative of the Tata Iron and Steel Com- 
pany is giving evidence before the Commission and in his 
written statement and appendices, he is giving figures to prove 
the necessity of a high impoi’t duty to protect that industry. 
I entirely support the proposals put forward by him. The 
two subsidiaries of the Steel Company with which I am 
connected are the agricultural Implements and Wire 
products. It may be urged that putting an import duty 
on steel and its raising its value in the countiy, will auto- 
matic^ly raise the price of the ploughs and other agricul- 
tural implements, which are so necessary for the^ agricul- 
. tural development of the country, and that in the interests 

of the agriculturists there should be no duty on steel and steel 
p;‘oduots. This argument is often used by the people who 
pose as the fiiends of the agriculturists. Whilst I am pre- 
pared to grant that a few importers of foreign agricultural im- 
plements and machinery may have genuine sympathy for 
agiiculturists and a sincere desire to improve their coii- 
I majOTity of importei-s care only to push the 

sales of these goods and make money thereby. Theforei<ni 
man^a^w IS a shrewd business man and he knows tfat 
. , ploughs and such other implements are once 

introduced in the^countay, they can in tbe future-owing 
U want of local competition— i^ile the market here. Hav- 

‘ implements, the agri-' 

wjB always be at the mercy of the foreign mauu- 
not only for new implements but eve^oi spare 

manufactoer. Till the 
and meet the 
^ agnculturists, the indigenous method of 
cultivation may well he oontmuei- -To- enable such new 
subsiiaries of steel industries to meet foreign competi to 
and he during olgoods, it may be found neSy To 
1 only on steel, but even on the-imW of 

such ai tides as the subsidiaries are prepared tomanuf^kre 

hi Steel Co^S 

has said all the-iw materials are>re, laboui- is bemg 


Itaineil up, C4H»ital is aviulabic and uvhnifal b# 

obtained. There is thtnvCore ivliy withm a WTifd 

of say 20 yeaw the imlnstry and jtoui mi 

be In a pfiitkm fiwt* nnlnick r. Mr. 

is giving evidence on behalf ot Ua* Indian W ire 
PrcSucta Coy., Ld„ 1 wvd mt vnm hm I he heU given 

^^237uk regard^ fv,*!- didid^^nt ^ f 

suggesting ^dgh impti't duties in fhe i f tin* inaj/rjty 
repOTt of the Sugar CnnnuiW and hu nger mi iiul** 

on the same subject by Mr. B. J. Pads'haii. IhevHii- 
ittittee were evidentlv iiUluencal by high of ^ngav 
then ruling in the ‘market here ; and the high rrMfrij of 
some of the Sugar Cempanies during Urn war, fmve led Mr, 
Padshah to suggest an oxd'^e duty. The Committee have 
however realised that market intndilions were abnomal 
when they made their inquiries and they have iheivl^ 
wisely added that i! the e 3 eisting duty did not gmiit suffi- 
cient protection,' the qiie>t ion of incveadiig the duty may 
be reconsidered. If sugar induhtry has to bo 
in this country on a sound basis, the general ^ r 

the consumer must make suue writiee in thif iiutia! triage#, 
of this industry. Unless there is an appreciable margin 
between the prices of fnu* (jaggery) mid sugar, it dws not 
pay any one to incur the extra expenditure involved in ^ the 
manufaciime of ’uigar. The Su^r Committee have given 
their reasons in favour of a quantitative duty as erm pared 
to an ad valorem duty ss it giunts real protection wfien it 
is most needed. An ad mlorem duty dees not do so when 
the price of sugar is low while it unnece^parily adds to the 
Wden of the consumer when the price is higli, I would 
recommend the levy of say bO per ton f*n the best white 
sugar. So long as the price of sugar is ils. ‘I’M) the duty 
will work out to 15 percent, when the ]'rice goes dtwn to Rs-, 
B5<> the percentage, will be about 17 and it will bo when 
the price goes down to Es. 300 and 24 per conk when the pricr- 
goes down to Bs. 250 and when protection is much more 
necessary* 'While in principle, I am opposed to excise duty, 

I do not object to #0(isernment passing a legiKlative measure 
on the lines of Tea Cess Act or the Lac Cess Act tn on.d<lo 
the manufacturers to levy a Rinall duty on profits and utilixo 
the same for research work and fi-r training I ndians in this 
industry, or for creating a fund as '«ugge.'»tt‘d by *M r. Pinlfjhah 
from which grants in aid ma^’’ bo given when the duty is 
removed and when the price falls below 350, 

23704 It will be several years, in spite of all elL<rl», beforre 
India can produce sufficient white sugar to .st p imperts and 
till then these imports ivill have to go on. In c-lher 
except India which hai'C to iuipi rl sugar, it is n«ual to 
arrange tariff in such a way that the country can get part 
of the profits on these sugar imports by alb -wing the sugar 
to come in a raw state to be refined at the iinpr rting ports. 
This refining industry is possible if there is a definite differ- 
ence between tbe duty on raw sugar (15 D. S. and below) 
and white sugar (16 D, fc?. and above) usually the 
difference between the importing i^rice of raw and white 
sugar goes to the cost of refining and the difference between 
the duties on these two kinds c-f sugar is the prcTit of the re- 
finer. I therefore suggest that the duty on white sugar 
(16 D. S. and above) should be Es, 60 per ton and that on 
raw sugar (13 D. S. and below) sliould be Rs. 30 tier ton. 

23705. Cement, Three Cement Pactorie^ were in working 
order before war broke out. Bince then one mere has been put 
up and has begun to work while three more arc being erected. 
Ail the preliminary work regarding two others have been 
undertaken and according to my knowledge it is likely that 
inquiries are being conducted about the praeibiliiies of start- 
ing others. The huge profits made during the war by at 
least tw-o of the then existing cf*mpanies led other persons to 
taifc up this industry.^ JEfow that the war has come to an 
end and profits are going clown, the proi^jiccts of the industry 
are not good enough to attract frcbii capital nor will the 
existing companies be able to make large profits. The chief 
difficulty of the company with which I am connected is the 
heavy freight on coal and cement either hy rail or sea. It 
pays us now to buy welsh coal in preference to Bengal coal 
due to the that through the distance between Calcutta 
and P orbander is at least half of what it is from England to 
Porbandar the freight is practically the same. 'Moreover, $m 
cement from England and Belgium is carried as ballast^ it 
has to pay a lower rate of freight than other commodities 
and is carried at 15 shillings |)er ton from England to 
Bombay, whereas the Porbandar cement has to pay Bs. IBS , 
ttom Porbandar to Bombay for a distance of about one-sixih 
theformyr. At the present market prices imported cmeat . 
even with 1 1 per cent, duty can be and is being sold at the 
same rate as the Porbandar cement. A heavy uuty is there* ^ 
fore necessary to protect this infant industry for a few, : 
yelKt^s* Special railway rates should also be feed for the,. 
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cairriiige of cemeut* While it will be difficult to prove 
duiuplng of Cement from foreign coiintiles, there is a 
general belief that foreign cement is being sold at less than 
the actual cost. When the exchange of all countries is steadier 
and when the India companies are able to build up a large 
reserve fund, high protective duties will not he necessary. 

2S706. Glass Iwlnsiry. Glass industry has not made good 
process on account of (1) want of technical knowledge (2) 
Bailway freight on raw materials and (3) want of support 
from the varoius Government departments including Bail 
ways that use glass-wares. During the war a spurt had 
been given to this indus^i’y as there were no foreign 


imports. Now that foreign goods are coming in this infant 
inmistry will die unless it gets protection through the im- 
position of Import duties. 

28707. On behalf of ,the Scindia Steam Navigation Com- 
pany Mr. Walchand is giving evidence regarding ship-build- 
ing industry. I am entirely in accord with the general lines 
laid down in his written statement and hence will not repeat 
here, the aigum^ts used by him therein. I may add how- 
ever that I strongly feel that till this country nas its own 
mercantile marine, it will not be able to compete with 
foreign countries on equal terms. 


27th March 1922, 


Oral evidence, D^hi, the 

2S708- JPresidenf, Q. Are you an elected member of the 
CouncH} of State P 
-4, Yes, Sir, 

2370i>. Q, You are interested in several industries, 

A. Yes, Sir. 

23710. Q. In starting your written statement you say, the 
main goal of Government is not only to preserve law > and 
order, but to improve the physical, intellectual, social, econo- 
mical and moral conditions of the people of the country. Do 
you think that the British (-Jovernment does not discharge 
its duties in all these directions ? 

^ A* I won’t say it discharges its duties in alii these direc- 
tions, It does not look to the economical condition as it ought 
to, nor to the social condition. As regards the intellectual 
side we have differences of opinion. There are people who 
think that the Government hasinot improved things sufficient- 
ly. But as far as the economical and social conditions are 
concerned, I think I can justly say that they have not. There 
IS an implication and the implication is meant. 

' 237 il. Q, You say the statement is intentional? 

A. Yes. 

5i 37 1 2. Q, In the second paragraph you say all self-govern- 
ing countries have always kied to be as far self-contained as 
possible, so that they may not have to depend upon any 
other countries for their requirements.* By implication it 
follows that because India is not a self-governing country, 
therefore it has not made any efforts in this direction, 

A. Yes. 

23713. Q* Do you think that it is to the economic advan- 
tage of a country to he self-contained as far as possible ? 

A, Yes. 

23714, Q, That it has not been possible for India to reach 
that stage, do you attribute itito me free trade principles P , 
xA* I won't say free tiade, Laissez fair policy is- no 
policy. 

^ 23/16. Q. That is of course what you mean when you say 
* while Self-Governing countries are tree to adopt any policy 
that suits them, dependencies are ohhged to carry out the 
behests of the governing nations.' That is, I suppose you 
refer to. 

A* 1 refer to India ; but it:is also true as a general pro- 
position, Here I refer to India and England. 

23710. Q. You think that the policy that has been 
imposed upon India has not been to its advantage. 

A. Yes. 

23717. Q. You also say, ^not only were high protective 
duties put by England on Indian imports but insidious 
attempts were ordered ^ to be made in the country to divert 
skiUed artisans from their industrial pursuits* you quote this - 
from Bomesh Chandra Dutt.. Have you got any personal 
knowle^e P 

A^ Bomesh Chandra Dutt does not gay that on his own 
account. He has also quoted from English authorities P 
" .23718. Q. Have you got any personal knowledge ? * 

-A. I have not any except that what I have read in books. 
23719. Q, -You then go on to say. ** At the same time, 
facilities. were being given by the manipulation of Railway 
rater, etc., tabring manufactured British goods at the door of 
the consumer at as low a cost as possible.” Do you mean to 
i^y that the Railway policy was 'deliberately manipulated 
for_the purpose of helping the import trade from England ? 
i..Y«s. . 

237*20. Can you-give us any data to support that P 
.A, In the first place the freight from ports to Inland 
places has always been less than that for small distances 
:&6m industrial centres to consuming stations. 

20721. Q, You know that railway authorities contend 
that they are working on a commercial basis and that it 
, pays, them to carry fufl loads over longer distances. 

jf. That argument is often used. But it -may he ^ 

" smashed. Moreover in the interests of ihe country we 
want nationalisation of railways. When we have it, we 
expect to help local industries rather than foreign importers* 


23722. Q. Y'ou say that * England has not been consibtent- 
ly a free trading country. Her Governments have changed 
their policy from time to time— from protection ^ to tree 
trade and tiien again to part protection and Imperial Pre- 
ference according to the industrial needs of the country 
as they varied from time to time. India under the British 
rule has had neither a fiscal policy of her own, nor have the 
Government of India adopted, any well-thought out and 
constructive measure for the development of the country,* 
Your point is that because England is free to adopt a fiscal 
policy which best suits her she has been able to do so. 
Whereas India not being in> similar position has been 
unable to adopt a“poiicy which in your opinion is in the best- 
economic interest of the country P 
A^ Yes Sir, 

23728. Q. Your idea is that the Government should help 
in the work of preliminary investigation regarding the 
establishment and development of key industries P 
J. Yes. 

23724. Q, In which you include iron and steel ? 

A, Yes. . * ^ 

23725. Q. You have suggested six measures of helping 
in this direction. 

A. Yes. 

23726, Q. * The provision of technological institutes and 
Technical schools.’ Surely Government is trying to start 
these institutes. 

A. It is only now, rather late. 

23727. Q. Extending the scope and improving the present 
system of primary eductatioii so that unskilled labour 
may be trained for skilled work.’ 

A, This too the Government has taken up only recently. 
23728. Q. By providing railway facilities for the carriage 
. of raw material and finished products.’ By railway facilities 
you mean suitable railway rates P 
A. Yes. 

23729. Q. < By providing her with a mercantile marine of 
her own, by the opening of Museum and holding of exhibi- 
tions to bring the manufacturers into direct touch with the 
consumer and by the starting of consumers,* Co-operative 
Societies all over the country to do away as far as possible 
with the profiteering carried on by middle men. Do you 
recognise that all these would involve a'lot of expenditure ? 
Are you prepared to incur all the necessary expenditure fi’om 
the State revenues in order to' give effect to the policy you 
advocate P 

A. I don’t tliink it will require very heavy expenditure* 
23780. Q. Surely, primary education will require a lot of 
money. 

A. My main contention is that if money is spent on a 
well-thought out policy, that money can be considered' as 
very well invested. I do not think that money will be 
wasted or ill spent, I would look upon it as an investment. 

23781. Q. Quite true, But whether it is an investment 
or not, the expenditure has got to be incurred and you may 
not he prepared to provide the money to cany out the 
policy which you advocate* * 

A. If the Government gives us free hand*to reduce other 
expenditure — there are certain items of exjienditure. 

23732. Q. I am afraid we are not to go into that question 
here. The question is whether you are prepared to meet the 
expenditure necessary for carrying out the measures you 
suggest ? ^ 

A. Yes. 

23733, Q* You think it wiU be reproductive P 
^ Yes. ' ^ 

23734. Q. With reference to your answer to Question 
No* 18 your view, I take it, is that on no terms would you 
allow the representatives of foreign countries or of the 
British Dominions to come and estilblish their industriesin 
In^a. 

A. At least not now. If the^ daminiona giro us good 
treatment, we may then consider the question* 
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23735. Q. AsregardstheBritishpeople, 3m would allow 
them to estahlish industries within India and gire them the 
help of the tariff wall that is imposed ? 

A. Yes. 

23736. Q, But on the distinct condition that a majority' 
of the share capital is h<»ld hy Indians and half the number 
of directors are Indians. If it is not possible to give effect 
to these suggestions^ you would not let tnem in ? 

A, No. 

23737. Q. You would be prepared to accept the retarding 
of industrial development by their help rather than take 
that help on the terms that they may like to offer ? 

A. I won’t like them to dictate teims. 

2S738. Q. You would then be prepared to take the 
consequences P 

A, I am not pessimistic. I am hopeful. 

23739. Q, Do you wish in any way to medify the views 
expressed in regard to protection for sugar industry in view 
cf the fact that budget which you have recently passed 
imposes 25 per cent. aS valorem duty on imported sugar 
if I remember right, the import duty on sugar is 
levied on the prices of the pi*eeedinfi: yeaiv When a duty is 
levied, I would like it to be on the quantitative hasis- 

23740. Q, I am taking the two issues separately. The 
first issue '.s that you are asking for an increased duty on 
sugar. Woud that point be satisfied with the increase 
that has already been sanctioned P 
Af I am quite satisfied with the 25 per cent. 

28741. ■ Q, You don’t want that* to be ad valorem ? 

A* Yes, because an ad valorem duty does not give real 
moteotion when the price of sugar is low while it unnecessa- 
ruy adds to the burden of tlie consumer when the price is 
high. However, now that the* Government have raised the 
duty to 25 per cent. I do not press the matter. Viy state- 
inenl was written before the sugar duty was raised to 25 
per cent, 

21742. Sir.Mane^iee jyadahhov * — Your statement was 
written on the 6th Mafch. 

A* That was written months back, I only signed the 
copy later. 

SS3743. President, — Q. In regard to the cement industry 
you point out the difficulties of cost of transport both by sea 
and rail. You say ' it pays us now to buy welsh coal in 
preference to Bengal coal due to the fact that though the 
distance between Calcutta and Porbandar ig at least half of 
what it IS from England to P orbandar the freight is prac- 
tic^yjme same.' How do you account for this P 

There is competition between the '.English companies 
nem there is no sufficient competition in coal tiaffic between 
Oal^tta and Bombay or rather between Calcutta and Por- 
oanaar. 

j siillmg per ton from 

ij^landto Bombay whereas Porbandar cement has to pay 
18f rapee3_ ^ Porbandar to Bombay. That is to sav, 
cement carried six thousand miles hy sea costs about Es. 11 
or Ks. 12 while cement carried within India over a short 
j ^ niore. How do you account for it ? 

There is only one steamship company working here, 
inis has practically a monopoly, ^ 

between England and 
India ^ iherefore they quate competition i-ates, whereas here 
®2®“®^’“‘°WF>tya«'isbthey charge higher fr-eight? 

23746. Q. What is your remedy F 

mercantile marine. A resolu- 
to to « effect was moved in both the Houses and Jov- 

want a mer- 
necessaiy, with some subsidies from 

0* Indian oompa- 
and that natnisl' competition will keep 


' dn jm'mean by it? : , s y 

^^'stiedal rates in the b^uning^ 


rier to Bott' 

Porhunder. 

aiding wagons, and 

Tiva G!TvaA$n1 


fin wbat case ? 

Uement from Porban* 
to 

^ in nro- 


237^. Q, They were given before F ^ 

©tViSA ‘ ' 

Q, You want a renewal of those facHitie#? \ 
uii xes. ' 


23750 * r.Uurk tIvi! 

the advantages tu the iit Indu :iu' 

importance to tf an In-in' fr^^* 

which in cornv:!' i f tlin • will t a vtan<I f- \ n^n 

ittionP , . , 

A, I jihonid th'nk WMnt .vhh\\ A 

few nm\ were trainnl in the Viiite*! Vr* fhrt 

nut the right t;f men. ^ is ivquired l n 

on a largo scale c-f what ih ♦’allnl ifl.ts** 

metal which ctiuUl be muu Ih th<\ e< n>nni!ng centres 
turning out the gla^r^ urtleh^s rti|uircd. That |r Mfin 
has been worked out in a m. graph by Mr. ^ 

lor the Bengal Givernsnent. If the de-hv they 

may get a copy of it fr< m the Bengal Grvernnient and Fic 
how the iwhoie tcheme has been worked out, and har India 
can start the Indufitiy, 

23752. Q. I want your opinion whether, having regard to 
the experience ,von have had in tho nmtter, ynx think it k 
possible by supporting the indui*trj f*>r a few veav** to luako 
it stand on its legs without support in free o niprtifi* n with 
foreign imports. 

Yes. 

23753. Q. As regards the iSciudia Steam NavlgatiHi Ck'in- 
pany you say that Ur. Walehand has given evicitnee regard^ 
ing fhe ship building indubiry and t^t you are in accord 
with the general lines laid dewm in his wrVitUn stateiueiit. 
I believe what you really mean is that you are strcugly lu 
favour of establishing a memantde manne ia the eooimaie 
interests of India, 

A. Yes. 

23754, Q. You would, by subsidies and other mt an.-i, pro- 
vide for the establishment of a mercantile marine in 
of the fact that it would cost the taxpayers rather ccauider* 
able sums of money, 

A, I won’t say considerable sums of moae3% Mr. Wah 
eband ha® prepared a scheme. Much Ivill depend npon th« 
meaning of the word “ considerable.” 

23765. Q, What I want to ask is this. Do you vt-gard the 
establishment of a mercantile marine ofsiifficivut tc irinio 
advantage to India in the long run to Justify even a consi* 
derable outlay of capital in the initial stages ? 

A, Yes. 1 will go a step further, and say thai it in 
absolutely necessary for the country, 

23766, Q, At whatever cost ? 

A. Yes. 

23767. Sir Manehjee Dadahhot/^Q, £ understand from 
your note that you want a radical change in the ecouoniio 
policy of the Government of India ? 

X Yes. 

23758. Q. In order to effect that you want the people of 
this country to be trained up by economic and scientific 
education P 

A, Yes, technical and scientific education, 

23759. Q, That of course will involve large sums of 
money P 
A. Yes* 

23760. Q. Do you think that the country will be prepared 
to stand the expense ? 

A* Yes, I thma so. Metallurgical institutions have been 
started in Jamshedpur, and the coanti‘y has been prepared 
for it, 

23761, Q. You ar5 in favour of a policy of protection, 
but you make a qualification that the condition of the 
industry for the time being should be looked into. 

H. Y’es, We should make a careful study nf the condi- 
tions. 

23762. Q, Protection should onl^'’ be extended to those 
industries which are justified by the present conditions ? 

A^ Hqt only existing industries, but also new industries. 

I want to make it clear, 

23763. Q. You have expressed yourself very siroiiglv 
against foreign capital ? ' ^ ' 

A, I do not object to foreign capital if it comes under my 
manageinent.. I do not want the foreigners to manage 
the whole show. . * 

23764, Q. You say that on no account shouldmining con- 
cessions be given to foreigners. Suppose that the Indians 
were not enterprising- enough to take up a mineral conces- 
®J9^> you rather allow India to I’emain unexplored 
than allow it to be explored by foreigners? Would you 
cany your doctrine to that extent P . 

^ exploited by the foreigners*. 

you would under those '^rpumstanoes rathei^ 


allow 5 
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who believes in Infinity a few years do not count for much. 
1 would like that my country should he explored by my own 
countrymen. 

23766. Q. You know that Indian capital is very shy ? 

That statement is also one of those myths that have 
to be exploded. 

2B767. Q. You think that foreign capital has done no 
good to this country ? 

A. In the economy or Providence there is no evil without 
some compensating good. I cannot say that it has done no 
good. It would he as bad to say that it has done all evil, 
i would not he justified in saying that either, 

23768. Q. Bo you think that India would have been 
industrially just as it is at present without foreign capital, 
and that the present condition would have been what it is 
to-day without foreign capital? 

A, It is an academic question, if I may he permitted to 
say so. But I do not mind if it were a little less industrial 
than what it is. I do not think we have really advanced a 
great deal. I think we have not. 

23769. Q. Do you think that foreign capital has not 
supplied avenues of employment and wages in this country ? 

A* What kind of wages, if I may put a counter question? 
I do not agree that the wages for labourers have been sup- 
plied.. 

23270. Q, You would allow the present state of things to 
continue ? 

A, It won’t continue. Why should it continue, if people 
take real interest in the country ? Why that pessimistic 
view ? 

28771. Q. Excepting the mill industry of India, have you 
any idea of what proportion of foreign capital is sunk in 
jB^natries ? 

A. I can refer to the Tata Iron and Steel Company, Sir. 
It has a big capital behind it of about 18 crores. It is 
Indian capital. Is it not quite sufficient to prove that 
capital will come ? Where people ^are confident that the 
money will give a good return they do come forward 
^with their money. May I also refer to three big companies 
'^that have been started with a capital of a crore each P 

23772. Q. Do you think that under the tenns you propose, 
namely that at least B1 per cent, of the capital should be 
Indian, and that^ there should he a divided hoai’d, foreign 
capital will be attracted to this country? 

A* As soon as the British capitalists see that they cannot 
come in under other conditions they will come under the 
proposed conditions. I have very great hopes in the com- 
monsense of the Britisher. 

23773, Q. What is your opinion ? Do you think that the 
present political condition of the country will retard in any 
way the advent; of foreign capital ? 

A, As 1 said'Sir in reply to Question No. 18^ I do not 
think that for some time to come British capitalists will 
start industries in this country to take advantage of the 
protective duties.^ I will give you one specific instance 
without mentioning names. An English firm that has 
floated two companies with a capital of 10 and 20 lakhs has 
made great progress in putting up machinery and buildings. 
It is now prepared to pass off the agency to any good Indian 
firm of standing, and retire out of this business because 
they say that their principals are not prepared to find the 
working capital. The capital for the factory is ready ; the 
factories are being put up and they will be ready in a short 
time. But because their principals are not prepared to find 
the working capital they say they are prepared to pass on 
the agency to any good Indian firm. ^ That is not an isolated 
instance. I have had two or three similar instances. This 
offer was made to me, and so I can say this with definite 
assurance. 

23774. Q. Yet you want in your written statement protec- 
"tio'ix for the Tata Iron and Steel industry. How do you recon- 
cile ihis with your statement? You sa}" that you want 
Indian industries, that there is abundance of Indian capital 
and that you can raise money in this country and that you 
can*g^ whatever is required for industrial enterprise P 

A^ You. can get money, hut that does not mean that you 
can mannfactnre at a lower cost than say America or 
Germany and Belgium. Germany and Belgium are dump- 
ing steel goods at a much lower rate than' we can manufac- 
ture them. We need protection till our factories are in fall 
working order. If I am allowed I will go into details. 

23776. President, — Certainly. Please give us aU the in- 
formation that you have? 

A, I mil tate up the case of the Tata Iron and Steel 
Company, Three years back the Company decided to go 
in for greater exten'feions. The money was'fonnd, the orders 
were placed, and some machinery did come here and has 
been put up. Then they found that the B. N. Railway , was 
not in a position to give them sufficient wagons and ^ locomo- 


tives to carry the raw material from the mines to the fac- 
tories or to carry the coal from the mines to the factories. 
As a result of this the work had to be stopped for two years. 
We are losing the interest on the money invested and 
money has been paid to America. The work ought to have 
been begun last March, but because we cannot get the raw 
material and coal we have not been able to put in duplex 
furnaces. We cannot get the required amount ox steth 
The men who had come out had to be sent hack. Here I 
should make it clear that I do not blame the Government, 
because the war had come in the way. But if Government 
had at that time somehow or other found money 
in double rails over some portion and gone in for more 
wagons, then we would have been able to manufacture 
plates and perhaps put up a shipbuilding industry. 

23776- Q, You ivant transport facilities? 

A, Other countries are dumping goods here while our 
capital is lying idle for the past 5 or 6 years. If we are in 
a position to put our house in working order and if Govern- 
ment supply all the wagons that we require then we will 
want protection for a short time. 

23777, Q, For two or three years you want protection ?^ 

A. It m^ be two or three years or less or more. It is 
for a limited period. 

23778. Q. In what form? 

A, In the form of import duty. 

23779. Q. You know that the import duty has been in- 
creased to 10 per cent. What more do you want then? I 
think Mr, Peterson has said that a 25 per cent, protection is 
required and I agree with him, 

23780. Presidential think he wanted protection partly 
by duty and partly by subsidy? 

A, Yes. 

23781, Sir Manechjee JDadahJio^.-^As regards sugar, I 
understand that you withdraw your demand for a duty of 
Rs, 60 a ton on the best quality ? 

A, My duty is much lower than what Government 
would impose. 

23782. Q, But you are aware that the Sugar Committee 
in their report has stated that they were not in favour of 
increasing the import duty. DonH you think that that 
would increase the price of ^wralsoP 
■ A, I don^t think so. 

28783. Q, Won’t the price he increased ? 

A, No. It has very often happened that ^ur has sold at 
higher prices than imported sugar during ^the war. The 
diffeience between the price of gzir and sugar does not 
depend upon the price of the imported sugar. 

23784. Q, Do you think that a 25 per cent, duty will have 
the effect of establishing a sugar manufacturing industry? 

A, I am quite confident of it, 

2S785. Q, What short of relief do you want in the matter 
of coal? Do you want more wagons and easier transport 
charges P 

A. The transport charges should he reduced for coal for 
this distance. Special concessions should he given for long 
leads. 

P' 23786. Mr, Jamnadas^ PwarTcadas, — Q. You have placed 
before the Commission, if I may say so. a very interesting 
statement? ^ ^ d 

A, I am sorry, sir, if I am supposed to have inflicted dis- 
quisition on politics and economics in the beginning, but 
I had to do so to make my position clear. 

23787. Q, I think what you really meant by this intro- 
duction was that you wanted to emphasise the need of India 
framing her own fiscal policy ? 

, A, What I want to say is that nobody has oared to think 
of it. . . 

23788, Q, I want to ask you one question. It has arisen 
because of recent events thais have taken place both here and 
in England. You are a man of worldwide experience. You 
have been in business for many years and have been con- 
nected with all industries in India. From your experience 
both as a public man and as a commercial man don’t you 
insist on India’s right to dictate her own fiscal policy ? ‘ 

A, Last year I moved a resolution which was turned 
down. This year also I moved one hut it was again turned 
down. 

28789. Q, I want to put a few questions with regard to 
foreign „firme. You insist that foreign firms other than 
British^ firms "should not he given any right to. establish 
industries and so far as British firms, are concerned, you want 
to insist that 5 1 per cent, of the capital should be Indian^ 

A, I want to make it cleai* that I include the Dominions 
also in the term foreign, . . , 

23790. Q. You would only give an exclusive keainaent 
to me United Kingdom. You say, that for the present the 
capitalists in the United B[ingdoti^ wiS tfot he attracted here. 



1066 


A, That was my Momation a few xnoiiiiis Tjaclc. We do 
not know wkat the political situation will he now that 
things have happened to which I need not refer here. That 
may change the general aspect. 

S379L Q. You ate in favour of protection? 

A. Yes. 

28792, Q. If you have a policy of protection • tneeessatily, 
as all economists admit, it will mean some sacrifice for the 
consumers? 

A. Ko douht. 

28798. Q. Your object in doing 60 is to establish industries 
. in this country. If it were .possible for foreign firms to estab- 
lish industries as a result of a protective policy that we 
adopt 80 as ultimately to give the advantage of it to the 
consumer don't you think that you ,are acting against the 
interests of the consumer by having a protective policy and 
yet preventing foreign firms from establishing industries, 
which in your own words would not otherwise flourish. 

A, Peihaps I have not made myself clear. J4ried to do 
so in reply to Sir Manakjee Dadahhoy. For the present 
perhaps British capital may not come in, hut I have hope 
in the commonsense of the Britisher. He knows that 
he can come in on certain conditions only. There is a good 
feeling of friendliness between Indian capital and English 
capital. We want to work together for the interests of the 
country and to make money also. They will Join hands 
with the Indians and work together. 

28794. Q. That is, you would welcome the establishment 
of these companies? 

A. On my terms, yes and I think we will get money on 
these terms. 

28795. Q, If you are confident of getting your terms do 
you want it to he placed on record in the recommendalionB 
of the Fiscal Commission that you insist on these terms? 

A. I have put down a minimum of 51 per cent Indian 
capital. Some people would go up to 75 per cent. I believe 
that a company should he an In^an company with rupee 
capital, with full facilities for Indian investors to come in. 

28796^. Q. Withregardtoyom suggestion about quantita- 
tive duties instead of ad for sugar, would you prefer 

quantitative duties with regard to all imported articles or 
only with regard to sugar? 

A, In case of sugar there were fluctuations owing to the 
war. 

2^^797. Q, In other cases, you would have ad mlorem 
duties? 

jd. Yes. An aA mlorem duty is much easier. ' 

28798. ^ I have only one more question with regard to 
cement. You have some experience of the cement industry ? 

A* Yes. 

28799, Q. You also want protection for the cement 
indus% in India ? 

A. Yes, for some time. 

23800. Q, You know that before the war we had 
tically no cement industry in this eounfay? 

Just before the war there were 3 cement 
started, hut tW made money owing to the war. 

28801. What is the present situation ? 

A. ^ot very good. 

23802. Q. Youhaveanumher of factories which are likely 

te produce cement more than your own requirements, 

A, Before the war the total imports were 179,000 tons. 
Next year, in 1928, when the new factories in course of 
conskuchon are completed, the total quantity produced 
would he 700,000, tons; . 

23808. <2. Therefore you want protection foi* the cement 
mdas%? 

.d. Undoubtedly, We do not want Belgium and Japan 
to dump it on us, British cement is not a competitor to 
any very great extent ^ 


prac- 
companies 


2m4v Q. You recommend protection, and I 

“ttak you call it a- discriminating protection. 

That word ^s been newly coined. I do not mind 
callmg myself a discnimnator, 

"^o’T’fecognbetliatproteclionwfllnotdoeTery- 

imposing 

Lw revenue for Government. I 


Q. You want a permanent Begird to ixamine 

cases? 

A* 1 belive it is necessary. 

28809. Q. What sort of a Board do you contemplate f 

A, On tbe Board I would luve teehnkal men, buiine^s 
men and economists. 

23810. Q. Youwill want rather a lasge Board? 

A. I do not know. I would not say that caeh industry 
should be represented. But there would be two men who 
are in touch with technical affairs and can pick up know* 
ledge of other things also. In the same way there should 
be two men to represent business, two men to mjpresent 
pure economics. It has very often been said that 
capitalists do not bob after the interests of the con- 
sumers and the importers always bring in the consumers 
to support their theories. To help the consumers I would 
like to have one representative of tbe consumers. I do not 
want the consumers to pay more than what it is absolukly 
necessary for the purpose. I do not want the consumer# 
to he exploited. 

23811. Q. In England under the Safeguarding of Indus- 
tries Act they appoint a large panel of between 80 and 40 men 
who are prepared to seive as jurors and when any particular 
industry has to be investigated they appoint a jury of 
6 of these selected £i‘om the panel ; and they take eviaence 
and deal with the particular industry and report to the 
Board of Trade. That obviates having a very large stand- 
ing Board. I want to ask you whether something on these 
lines would be suitable in India.^ 

A, What I woidd have is this : I would have in tbe 
provinces a panel of the kind you suggest, but in tie Central 
Government I would like to iave five or six men to be 
pennanently appointed. You may call the provincial 
panels advisory bodies or panels, 

23812. Q, I come to your answer to questions 35— 42 

on the subject of Imperial Preference. I gather that ycur 
general view is that you are opposed to any Imperial Pre- 
ference on political or sentimental grounds ? 

A. I have stated that I would leave it to politicians to 
decide. I was considering it from the purely economic point 
of view. If you want my opinion from the political ^iat 
of view I am prepared to give you my opinion, because! am 
siipposed to be a politician also as a member of the Council 
of State, 

23818, Q. I do not want you to give it. I only wanted to 
elucidate your statement, let us leave aside the political 
aspect. Let us pursue the economic side. You ^ would not 
object to giving preference to any country if there is 
reciprocity ? 

A, I would not. 

23814 Q. I think you mean by that’ if it; is of advan- 
tage to India’? 

A. Yes. 

23815. Q. Well, I have heardit suggested that lathe case 
of cotton it might be of advantage to India to give preference 
to Great Britain at any rate, because one of her moit 
dangerous competitor is Japan. Do you think in that 
case a preference would be advisable ? 

A, What would India get in return from Engkncl f If 
India would get some benefit then I will have no objection. 
Mr. Seshagiri Iyer said that we ought to look after the 
interests of the consumers. If England sends her expen- 
sive goods ^ and Japan sends her cheaper goods, the cheaper 
goods may in the long run prove expensive, but the poor 
people of India may want to go in for cheaper goods. In 
such a case I would not like to tax the cheaper goods 
merely k find markets for British goods. I want the 
consumers’ interests to be taken into coasidei-ation by 
Board which you are going to appoint at the time of 
considering the method of preference, 

23818. Q. AreSyou interested in the cotton industry ? 

A, I cannot say I am, except as a shareholder in some 
companies. I am not a mill manager or a mill owner. 

23817, Q. But you are aware that Indian cotton manu- 
facturers are afraid of Japanese competition ? 

A. Yes, they are, 

23818. Q, That is why I asked you whether that would 
be a suitable method of meeting Japanese competition. 

A, If we build up a higher wall of iaxation against 
Japan it wlU not be with a view to help Great Britain, 
hut to keep out »Tapan. My idea is not to help England, 
hut to keep out Japan, 

2S819. Q. Would y on do it in the form of Imperial Pre- 
ference which would avoid rather troublesome politioal 
9^^1028 arising out of differentiation a^inst one particular 

A, if India is going to have full Dominion status later 
member of the Les^e of Nations and I think 
we wdi he able to bring other nations to terns, ^ * 
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S;liB20. Q, So, would you postpone tills question for the 
present ? 

yl. We are working at it : it is a question of time when 
we wiU get Dominion status. 

23821. Q, But the question I asked you was whether that 
would be a smiable method of protecting the Indian cotton 
industry ? 

J. VVe will carry on negotiations with Japan and come 
to some terms by which they would not clump their goods 
on us or we would put up a wail against them. 

23822. Q, Against them sjieciall^" ? 

J, Yes, in the first instance. That is what Mr 
Chamberlain suggested at the time when the question of 
. Imperial Preference was raised. Baise a higher wall 
against others. 

23823. Q. Would that be suitable ? 

Ji. Y^es, I wmukl do it. 

23821. Q. Dealing with particular industries, I want to 
ask you about the agricultural implements. I understand 
that you do not want to allow the Indian agriculturist to 
get better implements until they could be manufactured in 
this country ? 

J have come to that conclusion after careful considera* 
I am rather a pessimist, but it occurs to 
me that if foreign manufactured implements are used by 
our agriculturists more and more so tliat the villao-e in- 
dustries die out. 

23825. Q. What industries ? 

f industries— the making of ploughs, etc. 

23b26. Q. You mean country implements ? 

A* Y^es. If the country implements are not used the 
viiiage mdiietries will die out. Supposing then that owino* 
to a war or other reasons we are not able to import the 
foreign agricultural implements where are we P We are 
frightened at the prospect, f shall explain how this idea 
came to my mind. During the war we did not get ' British 
medicines. The use of 1 ndian drugs had died out. lam 
not talking of the merits of ihc XJnani c>r the Ayurvedic 
Bystem— the manufacture of tinctures and tabloids’ had not 
bwn taken np jn India- thanks to the Brittsh Navy we were 
able to got if not the ■whole of our requirements, but at 
least a part of oiir requirements, but if the supply had been 
stopped what would our doctors with their degrees have been 
able to doP The country would have been practically 
ruined owing to the want of medicines. That led mo to 
think that it is much better to go on with our indigenous 
methods for a few years instead of being at the mercy of 
foreign imports. I hope I have explained to you how my 
mind worked it out. 

23827.- Q. I know you take an interest in the progress of 
agriculture. 

^ A. It pained me to write like that. I would like too*o 
m for agricultural improvements as much as possible but 
there is the danger that sometimes we may be handicapped. 
That is why we want the assistance of Government to start 
^ many factories as possible for manufacturing agricultiiml 
implements. One company is being started at Jamshedpur 
and another smaller factory is being started at liarleskar 
and several others might spring up. If you’ give protection 
to this industry we can- bring our exports and we can manu- 
facture the same kind of implements as we get from 
America. I do not want that we should be entirely at the 
mercy of the foreign manufacturers. ^ 

23828. ’ Q. Bui how soon do you take it you will be in a 
.-position to manufacture all the agricultural implements ? 

A, I am getting old and I cannot say definitely that it 
will come in my time. If on the report of this Commission 
Government makes a real move in all directions,*— not only 
by imposing protective duties, but by moving in all the 
other directions I have suggested,— I believe within a few 
years we will be able to put up a sufficient number 'of facto- 
ries to manufacture -agricultural implements to supply the 
needs of the whole country. I have still hopes in my 
countrymen. ' , 

23829. Meanwhile you would retard agriculture P 
A. Is it retarding, Sir ? You know, much more ’about 
agriculture than I do. Is the indigenous system so bad as 
it is supposed to be ? ^e have had bur tractors. One com- 
pany in which I am interested were using these tractors 
but these tractors broke down and the company had to 
■to the old system. They were not Geman tractors, thev were 
Ei^lish tractors. - ■ . 

2S830. Q. T have heard of motorcairB' breaking down but 
people do not go back to bullock carts because an occasional 
car breaks down ? 

^ not so bad as we are 

^posed to be. You have only to refer to the report that 
: made by that eminent agriculturist who said that the 

■' pattadars could take their place wdth the best agnculturists 


in the world. That was years ago when the old indigenous 
system was in j.raciiet*. 

23831. Q. 1 think it is geiUTaliy admitted that there is 
considerable room lor improveinenl. 

A. I will be the Iasi man to deny that. As I have 
explained this analogy of the British medicines has worked 
in my mmd and on that ground I would rather like the 
lirogress to be shaver. 

23832- Q. There is only one other question, and that is in 
regard to the sugar dut y. You suggest a specific duty on raw 
sugai* at half the rate of the duty on refined sugar. Can 
you tell me roughly how the values compare ? 

A, I will send them on to you. I have woi'kcd out the 
duty in such a way as to make it profitable to refine the 
sugar here. 

23833. Q. I wanted to get an idea roughly how those two 
duties would comjjai e on an ad valoTeM basis. 

A, I have “vvorked out tlie figures, but I have not got 
them here. ^ At present raw sugar is com'ng only in very 
want their imports to be increased. 

.j.jSSi. Q. But the duty you ijropose on raw sugar 
woiLd be considerably lower ad valorem ? 

A, It would be. 

23835. Mr ScshaglA Aggar.—Q. On this question of 
imperial i reference you spoke of thc-advaniaire to the con- 
sniner. \ on said you represented the views of tlie consumers 
that it Is not desirable that there sluiuld be Imperial 
i-relerence having reg.ard to their interests. Now, there 
are several other interests also at slake. Pit examide, I 
think you know that 70 per cent, of our imports are from 
the United Aiugdom and about 30 iier cent, we get from 
^hcr couutnes. If you give preference to ttio United 
Kingdom tlic Government will lose a great deal of its 
revenue. Won’t it P 

A, Yes. 


j^iaiYsoneoiuie arawbaclvs oi giving Imperial 
1 is that other cmintrios might 

retaliate agmiist us. Therefore, tlierc is tin* interest of Ihe 
consumer, the interests of revenue and the possibility of 
re1a.iation. All these tend to make you re.sist against’ Iho 
temptation of giving ]U’eJorence ? 

-1. On this iJoint, a cuminitloo was iippoinled bv Lm-d 
Cnrzontogo iutolhis matter. That Commitee his made 
a report and I am in agreement with the views expressed 
in that report. - ^ 

of the ooiistitniion of 
the Boaid to take charge of the revidon of liio tariff yuu 
know that niuncncally the consumers are larger than ‘the 
technical experts the commercial men and the business men. 

A. iday I make It clear, Sir.P The consumer should be 
represented by two members. The producer has no 
representative as such, 'the technical man is not a re- 
r Pi’facei'i the husinoss man is not a 

lepresentative of the in-oducer, and the economist is not a 
representative of the producer. The economist, if anythins' 

Dadabhoy andMr. Jamnadk I take it t^at 

capital should be Indian 
TOu had in mmd that by the association of Indians with 

habito -would he acquired by Indians, whereas if the capital 
the Europeans no opportunity 
^rien^ Indians m this country to acquire thai 

A. Tliat is one consideration. 

+J.f wnsideration is that you do not want 

toe whole of toe profits derived from t/e concerns to be 
taken away^ from this country ? 

A. That is the money point of view. The most impor- 
and totonicalexperto I want to differentiate betwee^toe 

I®'“sarethat as directors we will 
he able to hold our own against any European As 
business men we are in no way backward. 1 hare in 
mmd the actual management of the factories. If you have 
anumW of Indian directors Indians will be put in St 
iiions of trust and responsibility. ^ 

■®'’y’0p®ans monopolise the direotoi-ate 
toat C^nw (£ training Indians would be lost ? “*®®''®***® 

S T-l Oovermnent th^ to 

mSStv ” ®^‘®tf®® Indigenous iadustries in toe ' 

countiy. Does toat apply to Indian States as well P 


X' :: 
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A. I was present liere wlien tjxe Pewan of Baroda gave 
evidence. I want to ask yottr permission to be allowed to 
say certain things about industries in Indian States. 

28842. The President : Tes, certainly you can. _ 
Witness : I will take up first Sir Edgar Holberton s 
question about the starting of industries. The Dewan smd 
that his State had not started any industry, {“/bat 
connection I want to bring to your notice what the 
Mysore State has done. Ihe Mysore State is starting a 
big iron and steel factory on their own account as a itate 
concern. So, the Indian States are not merely helping 
private capitalists but are doing work on their own account, 
fcien they have put up a soap factory— a very _ good soap 
factory— and now that it is a success they have given it to 
private capitalists who have formed a company. Boto 
Baroda and Mysore had started cotton mills._ In the 
bogiiiBiiiig owiii|^ to soiuo roasoii or oth^r-^oithoi bad 
managcBient or competition in early days— they failed and 
they were transferred to private companies and they were 
maJe snecessful after the transfer. Thus, Indian States 
have been doing that kind of work, I think Sir Mgar 
JBiolberton would like to get this sort of information. 
Then industries in Indian States have been crushed out ot 
existence. Dewan mentioned the case of sugar. He 
referred to the chocolate factory, but he did not say much 
about it. That is a factoiy for the manufactui^ of 
glycerine. The Dewan was under the imiiression that it 
was put up during the war. It was put up before the war. 
In the pro-wiir time it did not succeed, but during the 
war it was able to pay its i^tvay. But it is again in difficulties 
because prices have gone down. 

23813. Q. Can you giye information to this Commission 
whether by protection in Indian States industries have 
been reared up to flourishing condition ? 

A. Take Baroda. They are giving protection in the 
shape of loans. They have made it almost a rule that 
one-third of the capital is given in debenture,— not only in 
loans but in debenture— for a number of yeai’s. 

SSSll. Q. It is given by Government ? 

A, ‘Yes, One specific case may interest members of the 
Commission. When the Dwarka Cement factory was 
started by Sir Vithaldas the Baroda Government built a 
railwa.y from Jamnagar to Dwarka at a cost of 40 lakhs, 
thougi that railway was not cosiderod a paying proposition. 
23845. Q, And that industry is now flourishing ? 

A. It has just begun but it is bound to -flourish. 

2SS46. Q, If the same example is followed, you think 
industries would be established in British India also ? 

A, Yes. 

23847. Q. I am never supposed to he hapjiy unless I put 
a question about the handloom industry. Y oil say in para- 
graph 16 of your statement : “ I want hand industries to be 
maintained and helped through the Co-operatve movement 
by starting Weavers’ Societies, etc.” , Is that the only help 
you will give P 

' A, That is what I know. I have been trying my best to 
start Weavers Societies. In this case, I am thinking of the 
handloom industry in my part of the country where weavers 
are mostly poor Mussalmans. They cannot get yarn cheap 
enottgh from the market. There the sowcar is the lender of 
the money with wffiich the weaver has to purchase the yarn, 
the seller of the yarn and the purchaser of the woven goods. 
23848. Fresiden,t, — Q. He makes money all round ? 

A, Yes. When I suggested Weavers’ Societies I thought 
that was the only way that we could help them. I would 
have Consumers^ Societies also. These societies should be 
credit societies as well as consumers’ societies. They should 
help the weaver with credit to buy yarn. I have tried my 
.hegj to give some assistance that way to some societies in 


yarn whidi is imported from outside have 


..-V A Jh?*, Bemagtri A^^aK--Q, Would not putting a 

OTn which, is imported from outside have a 
& handicap the haiidToom industry ? 

A, Academically it would have that tendency, but practi- 
My I am told it would not very much afFect the handloom 
industry, , ’ 

H you have' not yourself’ looked into the 
■ would not^ask you any question on that 

looked into the question myself. I won't 

jhkt .^e excisd'duty had a very bad 
origin in every way. ISfowits 

ongin might have a 


jm indirect effect of helping to hoh 

its own to some extent against power loom cohderns P 
A, 1 would not like that In the first instance, ' I wouli 
divide the hanloom industry into two classes. X)ne clas 
works with fine yaim and caters to the higher classes c 


people. With this the mill industry does not compete. The 
otlier class works with low counts, and this is the one that 
works in my part of the country, and this caters for the 
poorer classes of the people, l^^ith this also the mill indus- 
try docs not compete. The mill industry comes between the ' 
low counts and the high counts. I do not think that if you 
remove the excise duty it will crush out or hamper the 
handloom industry. If the hand industry suffers hy com- 
petition of the power mills I would not put an excise duty 
on the power mill industry, but I would give some bounties 
to the hand industry. I would like to add one point with 
reference to the Indian States. The excise duty is being 
taken by the States under the orders of the Government of 
India. But it is not under any treaty obligations that they 
levy this excise duty. The Gonornment of India threatened 
them that if no excise duty was levied they would put a 
cordon round the State ancl charge duties on the goods that 
pass on. That is the fact. I do not know whether this has 
been brought out by the representatives of the States or not. 

It was not under any treaty that they agreed to, levy the 
excise duty. 

23852. M7\ Co^afee.—Q.l should like toget more light 
fi'omyou about this tariff board about which there has 
already been so much discussion. In the first place, wjpld 
the function of the Tariff Beard be only advisory ? 

A, Yes. It would advise Government and the Govern- 
ment ought to take action thereon, 

23853". Q. Do you want it. to be in touch with the 
peimanent committee of the Legislative Assembly ? 

A, At present I do not want it to be in touch with the 
Indian Legislature. 

23854. Q, To whom then would the Board report P 

A, It may report to the Member for Commerce and In- 
dustry. 

23855. Q, I put that question because in America the 
Tariff Board reports to a Special Committee of the Legisla- 
ture on the subject ; and it is the business of that Com- 
mittee to make recommendations to the legislature. 

A, Till we get responsible Government in the Central 
Government, we may leave it to the Member for Commerce 
and Industry. 

23856. Q, Would you not also put on the Board repre- 
sentatives of the Agricultural Dcioartment ? 

A. Is not the agriculturist a consumer also ? The con- 
sumer will include the agnciilturist.s also. 

23867. Q- Instead of excluding the producers, since their 
interests are certainly very important, would you not allow 
the Tariff Board to co-opt certain industrialists when pro- 
blems affecting particular industries are considered P 

A. They may co-opt but I fear they may exercise 
their influence which may have an unfair effect they may 
co-opt but they should have no right to vote in the 
Beard. 

23858. Sir JEdgar Ilolherton . — Q. You say that all self- 
governing countries have always tried to be as far self-con- 
tained as possible. Can 3^11 sujpport that rather extra- 
ordinary statement ? 

A. I am prepared to withdraw that statement if you can 
prove that this has not been done. 

23859. Q. I am merely asking you what self-governing 
countries have 'tried to be self-contained. 

A, So far as my knowledge goes Gennany, France, Japan, '' 
Canada, and even England. 

23860. Q England does not produce food ? 

A, I am not talking of food. 

23861. Q. England has not tried to be self-contained 
in the matter of food. 

A, They tried, during the war, to bring all the lands that 
were hunting grounds into cultivation. 

23862, Q. I do not think so. 

A, I think evoi^ybody does know that grounds were cut 
and they were used for cultivation. 

Every effort was made to produce grains 

during the war. 

23863. Sir JSdgar JB.olbe7'ton, — Q. That was not a policy 
at all. You made a remark just now that Indian shipping 
was absolutely essential to India. Can you tell us why ? 

A, Because we do not want to depend upon foreign 
countries who mo,j come and hit at our industries. 

^3864, Q, Gan you specify those countries ? 

A, England and 'Japan. 

23865. Q. Do they hit you P 

!4. I say * they may. ’ I don’t say they: do. , ' 

23866.^ What advantage would you gain by having 
these shipping companies Indian owned ? ^ 

^ know they will look greater to pur ^ 

interest, becausA there is a fellow feeling existing. 

2^67. ‘< 3 ." Can you get better freights? „ * 

A, We eAn get things done much better. 




being 


more m 


be more in touch 


2'3868. Q, Tou think cheaper? 

Indian-managed company will 
be able to cater much more satisfactorily than even the 
most sympa^etic English companies, by 
requirements of the people. 

, , 23869. Q, I don’t think anybody can b< 
tnan the English companies. 

Is no comparison at present. 

^dcoyO. Q. What is the cause of your dissatisfaction of 
the present system ? 

I want to have my own companies. 

23871. Q. Is it going to give you cheaper freights ? 

A, Why do we want to have our own mills ? Why 
should we not remain agriculturists f 

23872. Q, That is apart from the question. Can you tell 
me any reason ? 

A* For the same reason for which we want Indian mills, 
Indian iron and steel companies, Indian cement companies, 
I want an Indian navy, I want it to be self-contained. 

23873. Q. You want it to be self-contained. You don’t 
mind what it costs. 

A, It won’t cost much. 

23874. Q. Do you think it will he profitable to the 
country f 

A. The country will have to make a sacrifice in the 
beginning hut in the long run, the country will gain. 
Besides, we want not merfly to be carriers of our own 
manufactures and our own raw produce, hut we want it for 
the sake of ship-building industry. 

23875. Q. I am not talking of ship-building industry. 

A, I have made it peifectly clear that we want them 
to be Indian owned. 

23876. Q, I will give up pursuing this subject. Do you 
come from Bombay ? 

A. Yes. 

23877. Q. You are a business man? 

A. Yes. 


28878. Q, You are a director of many companies ? 

A, I do not know whether I can say of many but I am 
a director of at least some. 

23879. Q. Are you a director of cement companies ? 

A, Yes. 

23880. Q. Of cotton companies F 

A. Yes. 

23881. Q, Of coal companies ? 

A. No. 

23882. Q, Do you recommend your policy in the interests 
of your class ? 

A, No. My interests in the country make me think 
more of the poor than anybody else. 

23883. Q. You are asking for these not in the interests of 
the commercial class ? 

A, Absolutely not. That is where the misunderstanding 
lies. It is believed by many that merely because we are 
industrialists we want to make more money. I assure you, 
Sir, that there is absolutely nothing of the kind. The 
interests of the consumer and of the poor are as tnuch at 
our heart as they are in the hearts of the members of the 
Commission including the President. 

23884, Q. You talk about railway rates. I understood 
you to say, I am sorry if I am .wrong, at the present 
moment the schedule of rates was in favour of imports 
Is that not so ? 

A, Yes. 

23885. Q. How ? 

A. I wdll give you an instance. The freight from 
Bombay to Delhi on matches was much less than from 
Ahmedahad where the match factory was situated to Delhh 
even though the distance was 310 miles nearer. 

23886. Q. That is peifectly true. Do you object to 
cheap freights on long leads ? 

A, I say it is manipulated to give advantage to imports. 
In framing railvray rates the national interests must 
prevail. That is what I have always been saying. 


Witness No. 147 . 


Copy of a letter, dated the 1st April 1922, from Brigadier General L. E. KENYON to H. G. HiklG. Esq,, 

Secretary, Indian Fiscal Commission. 


I received three days ago a letter of yours No. 1707, 
dated 18th March, addressed to the Secretary to the 
Q-overnment of India, Department of Commerce, 
asking labout what industries essential for war purposes 
should be considered for protection and I see you 
want the answers for consideration at the beginning of 
April. I have therefore prepared my note on the 
subject rather hurriedly and I enclose three copies 
of it herewith, though no doubt the official copy 
* will reach you through th^ proper ' channels in course 
of time. 


2. The Commander-in-Chief is very anxious that 
the Ordnance Factories should develop and take up 
las much civilian work as they can do for anybody 
who likes to come to them with orders. I have 
dealt with this matter in the latter part of my minute. 
It may be perhaps a little bit outside what you 
intended in your letter but this doing of work in 
India in factories standing half idle with the staff half 
idle has a direct bearing on the economics of the 
country and I hope your Commission may be able to 
give us some sort of help to secure this work for the 
Ordnance Factories. 


Note by Director General of Ordnance. 


I only received Mr. Haig’s letter of 18th March 
1922 on 29th March and I see he must have early in 
April the information he asks for as to industries 
whose protection and development in India are of 
importance from the military point of view. My note 
below has therefore had to be written in haste. 

28887. In the wider sense all industries are of impor- 
' tance from the military point of view, as tan army 
, consumes almost every article that the civil community 
uses but in different proportions. The Indian 
Munitions Board report of its activities up to 11th 
, November 1918 show what it supplied to the Army 
during the last years of the war. ^.From the larger 
fiailitary point of view it is important to develop in 
India goods which from their bulk or because they 
come from distant countries or from countries whose 
supplies may easily be cut off cannot readily and 
safely be counted upon by importation; these stores 
take" up and therefore risk the largest tonnage of 
shipping- 

I take it, however, that my remarks are mainly 
v/a, Tiled on stores which are of special military impor- 
ij»jico for the manufacture in India of lethal stores. 
y 5^88. liidia^’s capacity for steel making, especially 
if new firms under development are considered, is 


sufficient for military purposes with the proviso that 
acid steel which must be used for guns and rifies 
(though not for shells) necessitates the importation 
of htematite pig iron and acid steel is at present 
only made in India in the Government steel plant in 
the Ordnance Factory (0, F.) at Ishapore. 

23889. But gun forgings (except quite small ones) 
cannot be forged in India, because, there is no adequate 
press or forging plant. It is believed that the plant 
necessary to make these forgings vrould be just that 
wanted to make railway axles, and that railway axles 
are imported. This development of railway axle manu- 
facture in India is important. Ordnance Factory in 
India can make the gun steel; forging plant should be 
made available and Ordnance Factory can do the 
machining and completion of the gun forgings (which 
are at present imported). The forging plant could be 
put up in Ordnance Factory but probably of its work 
would be on nailway axles and ^ on gun forgings 
in peace time. Therefore it would seem more appro- 
priate' that the plant should be put up in a railway 
workshop and that the Army should have a lien on 
it. 

23890. Suitable copper for cartridge case and other 
military work is produced in ' Tndia by the Cape 

Bit 



Copper Company in Singhblram District.^ It is believ- 
ed Mother copper producing company is considermg 
opening operations there. Ordnance Faoto^ offered 
to fake about half the present out^t of the Cape 
Copper Company, but the Company officials m London 
(not those in India) wanted a higher pnce thm we can 
import at (either from England or better Australia). 
Whilst we shall always be willing to buy m peace 
time the Indian copper produced by the Cape Copper 
Company if their price is reasonable, we assume liiat 
in war time Government would take powers under a 
Defence of the Eealm Act to make such a company 
sell to it if desired. Protection by custom duties of 
copper seems uncalled for. ^ ... n 

23891. The position as regards zinc (required tor all 
cartridge metal) is more serious. Zinc sulphides exist 
in quantity in Burma, and could produce zinc and 
sulphur. Sulphur is essential for military purposes 
for making sulphuric acid which is_ wanted for making 
cordite (of course, sulphuric laoid is wanted for 
commercial manufactures). Government negotiated 
with a private firm two or three years ago to 
plant for smelting the Burma zinc ores m Mia but 
the Company wanted a subvention of ^200,000 which 
Government was not prepared to give. Meanwhile 
the Burma zinc ores are, I believe, exported M 
smelted at Swansea. Perhaps an export tax on the 
ore might encourage the smelting of these ores m 
India. This smelting is undoubtedly of great impor- 
tance for the security of manufacture of munitions of 
, war in India, sulphur and zinc being both essentia. 
23892. I do not know if the extraction of sulphur 
from" Gypsum (Calcium Sulphate) is a practicable com- 
mercial proposition in India or not. I have already 
consulted the Department of Industries on the subject. 
There is plenty of Gypsum in India. Sulphur is ^ at 
present imported from Italy or Japan so the position 
IS bad. ^ ... j 

23893. We already obtain lead and antirnony and 
manganese and most of our ferro-manganese in India; 
tin from the Straits Settlements; so no fresh protec- 
tion or nursing of these industries seems necessary. 

23894. The reason that all the ferro-manganese is not 
obtained in India is not that the ore is inferior but 
that Indian coke is bad and introduce too much 
sulphur 'and phosphorus into the resultant ferro- 
manganese for certain classes of work. It is for this 
same reason that acid steel can only be made in 
India by importing haematite pig iron. 

23895. If nickel ores are discovered in India (I 
believe they have not been) their smelting would be of 
great military importance. As it is they come from 
America, 

23896. The production of ammonia is of great impor- 
tance from the military— also from the fertilizer — 
'point of view, as from it nitric acid (wanted for 
cordite manufacture) and ammonium nitrate (high 
explosive) are made. Synthetic ammonium can (I 
believe) only be made )at reasonable cost if cheap 
electric power is available. Thus hydro-electric 
schemes in India are of great military importance. 
Our nitric acid at present is made from nitrate of 
soda which is imported from Chile England (there 
is no direct importation from Chile). Ammonium 
I^fitrate has to he imported. 

• 23897. Kefined glycerine is essential for cordite manu- 
'facture; at present we import it but there should be 
Sio difficulty in making it in India in conjunction with 
Soap works and negotiations are in train (through 
Department of Industries) with one or two companies 
to that effect. I doubt if any protection is necessary 
"fer thisr,*, 

jelly (vaseline) has to be imported for 
at present and any that we have so far got 
oil has proved tntsatisfactory. 

^809. Wire rope manufacture in India is important, 

' -as It is necessary for Artillery Harness. At present it 
■ja imported. This should be developed by a private 
' IndiSy as 'Oovetiament requirements are not 

Government undertaking manu- 
^ should be bigger. 

Baanufacture is important 
^sed for a lot of 
DticMes , ; (pgsd in harness) ; also for many 

cheap teaae Jcade guns, etc., now 

imported from are. pensive, if 

made m other eSeida ^ filing of 

openings for this business in Indfc ' , ■ 

23901. Of course military requirements include such 
ordinary thmgs as bolts, nuts, nails, scrcT^, etc., but 


I have considered only things which are special for 
lethal munitions. Military harness and saddlery must 
be included in that category. 

23902. Already and in the future still more so, 
rubber tires will be an important military requirement. 
As rubber is produced in the Malay States its manu- 
facture in India is an obvious industry to promote; 

23906. Lead sheets of large size are required for 
sulphuric acid chambers. At present these lare import- 
ed; we have tried to get the Venesta Co. to undertake 
this in India; their London office has declined, and 
they confine themselves to making small sheets used 
for tea chests, etc. If chemical industries develop in 
India, the demand for lead sheets may increase. 

23904. Chemical i^ottery manufacture should be 
practicable in India and Cordite Factory is trying the 
product of the Perfect Pottery Company at Jubbulpore ; 
the difficulty there is lack of technical knowledge and 
T don’t think customs protection is required. 

23905. Similarly, I doubt if manufacture of refrac- 
tory materials (fire bricks, etc.) require custom pro- 
tection. W'here the materials are available in India, 
.the cost of sea freight and cheaper labour should be 
sufficient protection, and duties would press heavily on 
the consumer. 

23906. There are classes of manufactured goods 
which I feel strongly should be accorded some sort of 
“ protection and I mean goods which are now 
imported (largely by Government) and which can be 
perfectly well made in India, with Indian materials 
and labour, in the Government Ordnance Factories, 
which can readily undertake much civilian work 
(except in the case of a big war). 

These factories cover a wide range of manu- 
facture; high grade steel and brass and cupro-nickel, 
from the raw materials, medium and light steel rods, 
constructional sections, etc., brass strip of all sizes, 
punched and drawn brass work; .foundry (casting 
work) steel and brass; all sorts of general engineering 
work, forging, smithing and machining — ^heavy and 
light; the finest, most accurate interchangeable work 
in quantity production done in India is done at the 
Bifie Factory including elaborate and laccurate gauge 
making. Then of an entirely different class are the 
nitric and sulphuric acid manufactures at the Cordite 
Factory and another different class of work, manufac- 
ture from the hides upwards, including tanning and 
currying of high class leather— good enough for aU 
high class leather work except certain fancy or 
specialized varieties. At one time, the .Ordnance 
Factory made and rolled the cupro-nickel required for 
coinage by the Calcutta Mint which said that the out- 
put was excellent. 

23907. There is no desire to compete with or cut-out 
private manufacture in India for the above class of 
work, but in very many cases the class of work is not 
done in India but imported and the Ordnance 
Factories contain a quantity of fine machinery land ' 
have a competent permanent, staff, all paid for by 
Government and (in peace time) not fully employed. 

As specific case in point, shell forging plant 
is eminently adapted for forging railway buffers, yet 
I have quite recently seen an order, for 8,000 buffers 
at an estimated v^ue of £8,000 sent to England with 
other railway fittings, couplings, etc., to la further 
value of £6,000 all of which could have ^ been made 
in the Government Ordnance Factories. The demand 
further estimated that the sea freight for the above 
would cost £1,800. 

23908. It will perhaps be hardly believed that 
thousands of kodalies or mamooties or phowrahs (purely 
Indi^ tool, never used in England) are ordered by 
Public Works Department and railways from England. 
The Government Ordnance Factories in India can 
easily make these in quantity and are trying to secure 
the orders (orders for about 35,000 are under considera- 
tion). 

2fe09. Under financial arrangements recently made 
the Government Ordnance -Factories can now quote 
firm prices for any articles, railways. Public Works 
Department; etc., ask for. In the past, cost price 
was charged and often the purchasers could not be 
told this for months. This, of course, kept people 
away from the Ordnance Factory. - - 

23910. His Excellency the Gommander-in-Chief is 
very anxious for Ordnance Factories to take up civilian 
work and recognizes that this work is to be given* its 
due priority alongside of military work and it is hoped 
that very little militaiy work will be required for^ 



'Several years. Civil work tkus will not be side track- 
ed for military work, and will or should become a very 
large, if not the predominanti, feature of the output 
of the Ordnance Factories. And this not at the 
expense of private firms, but in lieu of importations. 
We^ in tact now have several of the big private firms 
asking Ordnance Factory to do jobs for them (Jessop, 
Bum, etc.) 

23911. Except for certain specialities, e.^., patent 
leather and such like it is doubtful if there should 
be any need to import finished leather into India. 
Indian bufialo leather is probably not really quite as 
good as the best English ox hide leather but for 
nearly all practical purposes it is good enough. All 
the leather machine belting used in the Ordnance 
Factory is now being made in the Government Harness 
Factory. We can make thoroughly good and service- 
able cavarly and artillery harness out of it — ^much 
better than the saddlery that silladar regiments used 
to buy from England and America from private firms. 
If an embargo was placed on importation of finished 
leathers, the demand (which is not great) for such 
leiather for saddlery to be made up in India could 
probably be met by the Government. Harness 
Factory at Cawnpore till such time as private firms 
in India make good high class leather : at present ex- 
cept one or two firms which work up their own leather 
into their own manufactured articles, nearly all the 
leather made in India is of inferior quality, because this 
quality gets a ready sale in India and the firms don’t - 
take the trouble to make better. But very good 
leather can be made in India from Indian hides and 
tanning materials, and this should become an impor- 
tant export trade. I may add that the Government 
Harness Factory has been {asked to send samples 
of finished leather for exhibition in Montreal — ^but if 
orders are given on these samples, the ordinary Indian 
manufacturer will not come up to that quality and 
Indra may get a bad name unless the orders are 
placed with the Government Harness Factory. 

As it is believed that Govemmenu Departments are 
excused import duties the imposition of such duties 
will not conduce to Government Department troubling 
about ordering stores in this country and it must be 
remembered, that it gives less trouble to write a letter 
to London asking for a store than to ferret .out some 
hitherto unknown source of supply or to develop such 
source in India. 

28912. In case it should be considered pertinent to 
the point I may say that though the upper manage- 


ment of the Ordnance Factories has in the past be^ in 
the hands of military ofi&cers the policy has now be<iai 
accepted of appointing civilian engineers in the future 
and a good deal of progress has already been made m 
this direction and it is anticipated that this civilian 
staff will be very materially increased in the immediate 
future. 

23913. The* Ordnance Factories taken together afford 
imri vailed facilities for training engineers, artizans, 
foremen and it is hoped engineer ofi&cers {this latter 
depends on getting educated lads to come ^ forward, 
which they are beginning to do) in a very wide range 
of engineering work such as should be and ^ could be 
developed in India, but to do this training the 
factories must be kept full of work and give certain 
training facilities which I am trying to secure ; at 
present there is not enough military work to keep 
them fully or economically employed and suitable 
civilian orders are going overseas. If these could be 
penalized and thus kept in India, the money would 
be spent in India and the experience gained in India; 
the plant and the staff are already available and 
short of work in the Government Ordnance Factories , 
in India. If the Ordnance Factories cannot make 
certain civilian stores at a reasonable price, the order 
should not be given them, but in many oases there is 
no doubt that they can work to an acceptable price. 

23914. One other important point developing India’s 
manufacture of stores is to revise specifications of all 
sorts and to have a qualified technicial staff to do 
this and to supervise the subsequent inspection. In 
many (if not most) cases, the specifications have been 
copied slavishly from some English specifications 
demanding the use of “ the best English ash ” or 
of “oak tanned leather” etc., etc.: till recently 
the backs of all military brushes (harness, polishing, 
etc.) had to be of English wood! — a case arose 
recently of one size of crow bar being wanted a 
special shape »and special material (practically a 
proprietary article of some one firm); articles should 
be demanded by specification, not be a ^ trade pro- 
prietary title (e.^., “ Lion Brand ’’ of lubricating oil). 
The lack of qualified inspectors till la few years ago 
caused numbers of brushes to be bought from England 
as no inspector in India knew good bristles from bad, 
therefore Indian bought brushes were bad and the 
user insisted that English brushes should be supplied; 
these it was found were made of the better class 
Indian bristles which were exported. 
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